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THE ROYAL COMMISSION 


Submissions by Oxford Economists ` 


HEN the Royal Commission on the Taxation of Profits 
\ X j and Income met in public on the 27th of last month, 
the spotlight was thrown on memoranda submitted by 
three economists from Oxford. As might be expected, these 
memoranda rest mainly on academic theorizing, and although 
they came under a good deal of fire on the score of impracticability, 
it is fair to assume that they will be of value to the Commission 
in а: they bring to the problems an objective detachment which 
those closely connected with taxation- or industry might well find 
difficult of attainment. Р 
Mr R. Е. Harrop, of Christ Chürch, submitted a scheme for 
the drastic reform of P.A.Y.E., under which the present fluctuating 
deduction would give way to a constant deduction which would 
be related not to actual earnings, but to the conventional standard 
earnings of the particular job. Starting from the premise that 
there is widespread unwillingness to work ovértinie, and that this 
is bad for the country, Mr Harrop goes on to point out the 
‘monstrous violation of justice’ under which those who neverthe- 
less make the extra effort are taxed at a high marginal rate on the 
extra earnings. Under his scheme, such extra.earnings would 
escape tax altogether. 
The scheme would apply to those earning up to £1,000 a year. 
The employer would inform the Revenue of the employee's basic _ 
rate, on the assumption that he works a standard week, and 


_ including any bonuses paid automatically, but excluding overtime 


and bonuses for extra effort. The Revenue applies to this sum the 
appropriate persorial allowances and thus computes his total tax, . 
which is divided into weekly (or monthly) instalments which in 
turn are deducted without regard to the actual earnings in a 
particular week — as long as the employee retains the job and is 
not absent on health grounds. The loss in revenue, says MR 
Hareop, would be more than outweighed by increased produc- 
tion, but he rests his argument not so much on this as on the 
claims of abstract justice. 

It is perhaps significant that this scheme comes from a tradi- 
tional home of lost causes. Even the two colleagues of its author 
thought it impracticable, and it has already been attacked on this 
ground in previous meetings of the Commission, notably by the 
ТАЈ.С. and the British Employers’ Confederation. The scheme 
certainly' appeals to the sense of justice, but income-tax is too 
blunt and coarse. an instrument to permit the application of such 
high'y subjective tests. True it differentiates between earned and 
unearned income, but only by a legal definition which bristles 
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with anomalies. То carry the scheme to its logical 
conclusion we should need to evaluate the effort 
required in varying occupations. Even when the 
limited application contended for is accepted, the 
burden of fixing a standard wage for every 
individual would be enormous and must surely 
lead to abuse. Such abuse may not be more 
undesirable than the present anomalies in the 
definition of earned income, but it would remove 
the justification for so laboriously upsetting the 
status quo. 

Incidentally, it is interesting to observe that 
Mr Harrop does not support any further differ- 
entiation in the taxing of earned and unearned 
income. He points out that the latter is the result 
of savings, and appears to treat all such saving as 
equally meritorious, whether it is done by the 
taxpayer himself at great personal inconvenience, 
or whether it was done in the past by the tax- 
payer’s grandfather, possibly at no inconvenience 
at all. 

Мк Ватовн, of Balliol, who also submitted a 
memorandum, would cut the Gordian knot of 
P.A.Y.E. and disincentive by exempting the 
lower-paid workers altogether, if necessary re- 
covering the lost tax by indirect taxation. He 


points out that in 1948-49, out of 20,750,000° 


taxpayers who contributed a total of £1,057 


million, 18,025,000, or almost nine-tenths of’ 


them, contributed only £181 million. Their 
exclusion from income-tax would save a great 
deal of work and frustration. Alternatively, like 
many other witnesses, Mr BALOGH would smooth 
the increase in tax rates, as indeed has been done 
this year. Finally, Mr Barocu would provide 
that P.A.Y.E. repayments be made only at 
certain dates, say just before Christmas. He would 
also increase the differentiation between earned 
and unearned income. | 

Ме P. J. D. Wives, of New College, sub- 
mitted an attractive and forthright memorandum 
on the computation of profit for tax purposes in 
times of changing price levels (as well as a memo- 
randum on allowances for the depletion of 
minerals). It is symptomatic of the difficulties of 
this subject that all three economists part com- 
. pany on it. Мк Wizzs looks ahead fo the eventual 
replacement cost of fixed assets and would pro- 
vide for this in the now familiar way of multi- 
plying the normal depreciation for tax purposes 
by a factor obtained from an index of prices. 


July Sth, 1952 


He eschews controversy on accountancy practice _ 
as such; he seeks only to correct an injustice which ® 


he says arises when a depreciation allowance for 
tax purposes is based on the cost of old plant, the 
replacement value of which is much higher. . 

He deals seriatim with the objections set out 
in the Millard Tucker Report and with the 
argument of Ме BRISCOE in our issue of July 7th, . 


1951. Among the precedents he quotes is that of > 


France which was reviewed in our issue of. 
June 25th, 1949, at pages 532~7, and the practice 

in relation to British firms having branches in 

countries where the exchange rate fluctuates, as ` 
dealt with in our issue of August 4th, 1951. 

Mr Wires also supports the idea that the tax- 
payer should choose his own rate of depreciation, 
subject to the maximum of original cost. MR 
BALOGH supports this too, even contemplating 
100 per cent initial allowances, but he does not 
support any scheme of adjusting depreciation by • 
reference to changed values of money, holding 


that such schemes are impracticable, particularly . 


as the eventual cost of replacement is unknown 
until it takes place. 

Mn Harrop rejects these continual adjustments 
on the grounds that it is the State's first duty to 
prevent inflation altogether, not to provide 
palliatives. He would, however, give a kind of 
once-for-all relief in respect of the rise in value of 
fixed assets as a result of the devaluation of the 
pound sterling which took place in September, 
1939 and again in September 1949. He suggests 
that all fixed assets on the books of firms prior 
to September 18th, 1949, should have their 
initial costs marked up by 40 per cent in calculat- 
ing depreciation, and that assets existing prior 
to September sth, 1939, should be marked up a 
further 20 per cent. То achieve perfect equity, 
according to Mr Harrop, it would be necessary 
to trace back the history of all assets and replace- 
ments, and even a rough approximation would 
be a very heavy administrative undertaking. 

Unlike Proressor ParsH, neither Mr WILES 
nor Mr Harrop thought that any counter adjust- 
ment shovld be made in respect of borrowed 
money which had financed the appreciated assets. 
Mr Harrop says, ‘Wars bring many inequities, 
and J fear we must acquiesce in the rentier class 
suffering some permanent loss’. Мв WILES 
doubts the relevance of the borrowed money 
point in arriving at the borrower’s profit. ~ 


3 


à 


. July 5th, 1952 


Mn Barocn, but not Mr Harrop, would tax 
™ capital gains. Mr BALOGH regards witli suspicion 
the fact that notwithstanding the drastic re- 
. distribution of incomes since 1939, there has been 
no.comparable shift in the pattern of luxury 
spending. He would have the Commission look 
closely into the question of expenses charged by 
: business and professional men in arriving at 
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their profits for tax purposes, presumably on the 
lines of the legislation introduced by Part IV of. 
the Finance Act, 1948. 

The Commission numbers two economists 
among its own members, who were able to intro- 
duce further points of disagreement and give 
new validity to the old saying, quot homines, tot 
sententiae. | 


STEEL PRODUCTIVITY REPORT 


| | | UCH of the present material prosperity 
P of America is due to the fact that she is 
t both the greatest producer and consumer 
of steel in the world. T he high level of productivity 
is maintained by an abundance of natural 
resources, by the concentration of the industry 
near those reserves — of the country's total output 
e Chicago produces one-fifth which is more than 
_ the entire British output — and by highly mechan- 
ized processes evolved of necessity by a chronic 
shortage of labour. Consumption is ensured by 
the insatiable needs of the nation's industries, 
especially those which, by reason of the country's 
geographic and climatic extremes, are concerned 
with communications and amenities. There is, 
for example, one motor-vehicle to every three 
inhabitants – аѕ compared with one to every 
twenty in this country. Four million refrigerators 
and à like number of electric washing machines 
are sold annually. All these, and indeed almost 
"everything: that goes to make up the unique 
pattern of the American way of living from 
the skyscraper to the kitchen cabinet, require 
steel. 

A full description of the workings of this 
gigantic industry, with its enviable equilibrium of 
supply and demand, and an acute comparison 
between it and its counterpart in this country. 
are contained in the report, published on Monday, 
by the team representing the British iron and 
steel industry which visited the United States a 
year ago under the auspices of the Anglo- 
American Council on Productivity.t Much of the 
subject-matter of the report is technical but the 
sections on costing and finance are of particular 
interest to the accountant, and the principal 
JObtainable from the Anglo-American Council on 
Productivity, 21 Tothill Street, SW1, or from the British 


ps and Steel Federation, 11 Tothill Street, SWI. 55 post 
ree. i à 


conclusions and recommendations of the team 
have an application extending far beyond the 
confines of the industry itself. 

The sensibility of American industrialists to the 
cost factor in production has been so much 


‘stressed in previous productivity reports that it is 


surprising to learn that the degree of 'cost- 

consciousness’ apparent at the iron and -steel 

works visited by the team varies, as in this 

country, from ‘little above the barest minimum 

to very high indeed’. Most companies in America 

produce historical costs at the end of each 

calendar month, control being exercised by 

comparison with past performances, usually on a 

per-ton basis, but no uniformity of method, 

similar to the system of cost accounting published 

by the British Iron and Steel Federation and 

generally used in this country, has as yet been 

achieved. As well as recommending a more’ 
advanced outlook on costs to certain managements 

in both countries and making suggestions as to` 
the scope and availability of performance and 

manning records, the team considers that the 

annual statistics produced by the Federation 

might изећ уђе extended to include information 
about the capacities and characteristics of 
individual plants and the consumption rates of 
some of the principal resources. 

The importance of reducing costs is again 
emphasized in the section of the report dealing 
with the finance and development of the industry 
in this country. In 1945, a £240 million post-war 
development plan was put into operation and is 
now nearing completion. A second development 
plan is being formulated with the aim of increas- 
ing productivity from 16 million to 20 million 
ingot tons per annum. This can best be achieved, 
the team recommends, by concentrating on a long- 
term policy of reducing costs. Despite the almost 


4 THE ACCOUNTANT 


insuperable difficulties in the way at present — 
among them, the inflated prices of imported raw 
materials and the strain of having to superimpose 
a rearmament programme on our struggling 
peacetime economy — some progress may be made, 
thanks to our technical skill and the spirit of co- 
operation which exists within the industry, by 
the continuous modernization and effective 
utilization of plant. It would, for example, be 
advantageous to increase the average unit of plant 
"ог works capacity. It has been estimated that 
the maximum of efficiency is obtained from 
those integrated works capable of producing 
750,000 to one million tons of bulk steel annually. 
The average capacity of the forty British steel 
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works making bulk steel in 1950 was only 325,000. 


tons per year. Whether, in turn, the necessary 
capital – estimated at {60 million per annum – 
can readily be made available for this purpose 
depends largely on the Government's taxation 
policy and its attitude generally towards industrial 
expansion. 

With the future prosperity of the steel industry 


resting on so many interdependent factors, it is- 


not surprising that this section of the report seems 


rather inconclusive. This is not the fault of the | 


compilers who have presented the case for ‘hard 
work and free enterprise', which is the American 


g’ 


formula for success, with exemplary clarity and `. 


impartiality. 


MONETARY PROFIT OR REAL PROFIT? 


A Comment on Recommendation XV of The Institute of- 
Chartered Accountants in England and Wales 


by H. A. BRISCOE, A.C.A. 


E are indebted to our Institute for 

their Recommendation XV ‘Accounting 
in relation to the purchasing power of 
money’, which admirably sums up the position of 
this controversial matter at the present time. It 
is, of course, a summing-up leaving the rank and 
file to decide for themselves, except that our 
Council make it quite plain that until something 
more practical is produced by the other side they 
recommend that orthodox methods of calculating 
profits should be used. 


The Recommendations at Issue 


I should like to draw attention to paragraph 295 
of their recommendation! where they say: 
‘, . . The replacement cost method is therefore 
not capable of application in a period of falling 
prices, unless an additional charge is made in order 
to provide for the full amortisation of capital 
expenditure actually incurred’; 
which is repeated in paragraphs 301 and 304. 
Again, in paragraph 294 they point out? that 
when prices are rising the replacement cost 
method A 
‘, . . involves the inconsistency that the profits of 
each year during which the provisions are accu- 
mulated will be ascertained after deducting amounts 
which it is known must in due course be recognized 





1See The Accountant, May 31st, 1952, at page 578. 


as reserves and could become available for dis- 
tribution to proprietors’. 


This to my mind is to interpret the new method іп 


terms of the old. . 

They admit the possibility of a way out in 
paragraph 311 (e) where they ask what the 
position would be if the effect of the new concep- 
tion of profit were that contributed capital 
ceased to be intact, yet I am left with the general 
impression that in their opinion unless real profit 
can be calculated without disturbing monetary 
capital it is impractical to make the attempt. 


'The Theory of Profit in Real Terms 


For so long as money has existed, although - 


the idea may only recently have taken shape, the 
concept of profit in terms of real wealth must 
also have existed. It must in fact have been first 
in the field since money came later. This theory 
is just as true as the theory of monetary profits, 
and since money has never been stable business 
men might at any time in the last ten thousand 
years have decided to calculate their profits in 
real terms. There are, of course, special reasons 
why the problem has become acute at the present 
time, but we in our profession must consider the 
matter against the background of the past, for 
if we decide to make a change from one aspect of 
the truth to another we must not do so for 
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ulterior reasons. The special circumstances of 


“our times should not weigh with us unduly, for 


* 


k 


* 


in making our choice it should be our intention 
that it should stand for all time. 

'The basic theory of profit in terms of real 
wealth is not in dispute. When prices rise the 
capital employed in a business increases although 
the physical volume of its assets remain unchang- 
ed, and conversely decreases when prices fall. 
We cannot interpret this in our balance sheets 
and profit and loss accounts unless we add a sum 
to our capital in the first case, and deduct the 
relevant amount in the second case. This being 

- made legal the balance on capital account will at 
'all times be hedged around with all the restric- 
tions applicable to capital today. The tax-free 
addition to this account, which accrues on the rise, 
would act in reverse when prices fall, for a part 
of capital then becomes available as income and 
would be assessed to taxes as such. · 


. Real Profit in Practice 

For example, let us say that a company is 
formed in 1952 with a capital of £200,000 and 
that prices gradually fall by half over the next 
twenty years. We will say that during those years 
the company's profits calculated by the orthodox 
method amount to £300,000 and by the replace- 
ment cost method to £380,000, assuming that 
fixed assets and stocks originally cost £160,000. 
The first figure means that £300,000 could be 
distributed without encroaching upon the mone- 
tary capital of the company, and the second 
figure of {£380,000 means that this amount 
could be distributed without encroaching upon 
the real wealth of the company. Of the company’s 
issued capital {£80,000 becomes income in 
real terms, it would be assessable to taxes and the 
balance would be legally available for distribution 
to the shareholders. 

The broad picture then emerges that using the 
new method, as prices rise business men receive 
a tax-free addition to their capital and as prices 
fall they suffer a taxed reduction. Since this is 
the end and purpose of replacement cost account- 
ing I do not see why its advocates should be 
ashamed of it and dress it up in orthodox clothes. 
I suggest that our Institute might have placed 


- squarely before us the fact that adoption of the 
4 new method means that contributed capital, 


including issued capital in the case of companies, 
cannot be kept intact. 

The key to the calculation of profit in terms of 

real wealth is that to preserve the physical 

- volume of business assets a varying amount of 

capital is required. Hence the difference between 
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money profit and real profit should be carried, if 
not direct to Capital account, then to a capital 
adjustment account. This would be credited with 
the excess of replacement costs on the rise 
reducing assessable profits by a like amount, 
and it would be debited with the deficiency of 
replacement costs on the fall increasing assessable 
profits by a like amount. The combined balance 
of capital account and capital adjustment account 
would at all times be capital, to be treated in all 
respects as orthodox capital, the current balance 
being no more available for distribution than 
issued capital is today. 

'The Institute have ably set out the many 
difficulties involved in calculating real profit, but 
those I have referred to above are solved, as I 
have just shown, as soon as direct alteration to 
capital is accepted. I maintain that they should 
not have been put forward as difficulties. I do 
not mean that the idea of distributing subscribed 
capital as profit to the shareholders after paying 
taxes thereon would be readily acceptable in the 
business world, I mean that if it is not accepted 
then the principle of real profit must be aban- 
doned forthwith. 


The Acid Test When Prices Fall 

'This is the acid test. There are those among us 
who believe that our whole duty to society is to 
discover the truth and there are those who 
believe that we best serve our fellow men by 
adopting any convention which we honestly 
believe will help to solve current problems. The 
one stands above all controversy, the other 
inevitably takes sides. The one says, here are 
two main things which are true and I have to 
choose between them. He remembers that there 
was no demand for the new method during the 
inter-war period of falling prices and decides 
that he will at least wait until prices fall again 
before reaching a decision, a modest delay 
before abandoning a truth which has done 
service for so many centuries. The other says: 
I honestly believe that the new method will 
help at the present time and should be adopted. 
If and when prices fall I shall be prepared to 
change back to orthodox methods if I then 
honestly believe that to be best. 

We are all glad to see the Institute has promised 
to invite other professional bodies to join with 
it in a further study of this subject, and I for one 
hope that a decision will be postponed until 
world prices fall, whereupon, if I am any judge 
of human nature, I believe we shall discover 
those among us who are for the truth and those 
who are for expediency. 
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THE ACCOUNTANT IN РВАСТІСЕ —І 
by G. F. SAUNDERS, F.C.A. E 


We reproduce below one of eight papers on this subject, written for the Sixth 
International Congress on Accounting, and considered on June 18th, 1952. The 
rapporteur's summary of all the papers, together with a report of the ensuing 
discussion and a résumé of additional remarks by Mr Saunders, are published at 
pages 674-678 in our issue of June 28th, 1952. Lack of space prevents our repro- 
ducing the other papers on this subject; the names of the authors and of their 
professional organizations are shown at page 606 of our issue dated June 7th, 1952. 


HISTORY 


Introduction 


E ROM writing-master to taxation specialist and 
Pss adviser.’ These words might well be 

used to describe the alpha and omega of the 
practising accountant over the last two hundred and 
thirty years. Alas! how many 
accountants of today must wish 
that the teachings of their 
earliest counterparts had but 
found deeper roots. 

In recent years, the work of 
the accountant has expanded 
considerably. This paper, how- 
ever, is intended to deal only 
with the sphere of work of the 
accountant in practice. 

The expression ‘in public 
practice’ is frequently used to 
describe the accountant in 
practice, but as the addition of 
the adjective ‘public’ might 
tend to confuse the subject- 
matter of this paper with the 
work of the accountant in 
public service, I propose to 
omit any reference to the word 
‘public’ in this connexion. 
Indeed, it is interesting to note 
that as long ago as 1876 a 
contributor to The Accountant! 
objected to the use of the 
word ‘public’ on the grounds 
that one might almost as 
justly speak of ‘public’ bakers or butchers. 

The main distinction to be borne in mind is that 
the accountant in practice is independent, working 
either on his own account or in partnership with other 
accountants. He offers his services to the public for 
reward but is not primarily the servant of any 
corporation or other body. 

There are a number of definitions of a profession, 
of which Lord Simon’s is probably the most com- 
plete.? He said: 

‘First of all, a profession essentially involves this, 
1 The Accountant, September gth, 1876. 
2 The Accountant, May sth, 1951. 





Mr G. F. Saunders, F.C.A. 


that it is based on preliminary study and, it may be, 
examination on the general principles of the pursuit. 
In the second place, a profession, I venture to think, 
essentially involves this, that the profits which may- 
be made from its pursuit do not primarily depend 
upon the command of great quantities of capital. 
Thirdly, and most important of all, a profession 
is a pursuit which is followed 
not solely as a livelihood, but 
always subject to overriding 
duties, prescribed by a code of 
professional honour involving, 
in an especial degree the strict 
observance of confidences, in 
which the work that we do 
must be rendered to our 
clients without stint, in pro- 
portion to our clients’ need 
rather than in proportion to 
the reward which we receive.’ 
There are many points raised 
in this definition and I hope to 
deal with most of them in their 
appropriate place as this paper 
progresses. 


Ancillary Occupations 
The profession of accountancy 
is, of course, of more recent 
growth than that of the church, 
the law and medicine, and in 
its early stages it was combined 
with other occupations. At one 
time accountants appear to have 
described themselves as ‘writ- 
ing-masters and practitioners 
in mathematics’ who advertised their willingness ‘to 
rectify accounts or books gone into disorder"? 

Their activities in those days would not fulfil the 
strict definition of a profession referred to above as 
there was no rule of etiquette against advertising, and 
their work was essentially of a commercial character. 
A certain accountant in Liverpool in 1790 had the 
additional description of ‘dealer in tinplates’, and for 
many years the business of stockbroking was carried 
on by accountants. In Scotland this is still the case 
with some firms, and in England there remain a few 





* Chapters in History of Book-keeping and Accounting, by 
David Murray. (Jackson Wylie & Co.) 
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who are entitled to describe themselves as ‘chartered 


~ accountants and estate agents’. 


a 


A 


* 


+ 


One of the earliest recorded instances of the 
appointment of an accountant in the form which is 
more recognizable today, was at the time of the South 
Sea Bubble, in 1720: Charles Snell was then employed 
to wind up the affairs of Messrs Sawbridge & Co, a 


financial house which was among'the many people. 


and firms which became insolvent when the bubble 
burst. 

The rise of the accountancy profession to a stand- 
ing of its own was not entirely welcomed by the legal 
profession, a position which is very different today, 
for it was Justice Quain who, in 1875, referring to the 
Bankruptcy Act, 1869, said: ‘The whole affairs in 


.bankruptcy have been handed over to an ignorant set 


of men called accountants, which was one of the 
greatest abuses ever introduced into law.’ 

Although there are records of the exercising of the 
profession of accountancy in Venice as far back as 
1581, it is not until the later years of the eighteenth 
century that the activities of the profession become 
noticeable in this country. 


e Apart from the ancillary occupations to which I 


have referred, the main work of the practising 
accountant was in connexion with the winding-up of 
insolvent estates. This occupation formed an even 
more important.part of an accountant's practice 
following the Bankruptcy Act, 1869, which provided 
the foundation for many of the firms practising today. 


Early Form of Articles 


Conditions under which the accountant then worked 
were very different from those of today and in most 
cases, like his brothers in the legal profession, he 
lived and worked on the same premises. 
Twentieth-century articled clerks would find the 
leisure hours and conditions of their Georgian 
counterparts very restricted by contrast. This is 
clearly illustrated by the terms of the articles between 
one of the founders of my firm, Mr Harmood Banner, 
and his son, Mr Harmood Walcot Banner, dated 
July 6th, 1830, an extract of which I set out below: 
‘The said Harmood Walcot Banner of his own 
free will and consent doth by these Presents, put, 
place, and bind himself a covenant Servant or 
Apprentice to the said Harmood Banner from the 
. Day of the Date hereof, during the Term of seven 


Years thence next ensuing, and fully to be completed 
and ended, AND the said Harmood Walcot Banner 


doth covenant, promise, and agree, to and with the ^ 


said Harmood Banner that he the said Apprentice 
Harmood Walcot Banner shall and will faithfully 
serve his said Master his Secrets keep, his lawful 
Commands gladly obey and do; hurt to his said 


Master he shall not do, nor suffer to be done by .. 


others, when it is in his Power to prevent the same; 
His Master’s Goods he shall not waste or embezzle, 
the same give or lend without Leave; Day or Night 


-absent himself from his said Master's Service; пог · 





1 A Short History of Accountants and Accounting, by A. H. 
Woolf. (Gee & Co (Publishers) Ltd.) 
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do any other Act, Matter, or Thing whatsoever, to 

the Prejudice of his said Master but in all things 

shall deniean and behave himself towards his Master 
as a faithful Apprentice ought to do.’ 
The obligations were not all one-sided, for: 

‘the said Harmood Banner doth hereby for himself, 
his Executors, Administrators, and Assigns, cove- 
nant, promise, and agree to teach, inform, and 
instruct, or cause and procure to be taught, informed, 
and instructed, the said Apprentice, by the best 
Ways and Means, he can in the Art, profession or 
business of an Accountant as now practised by him 
the said Harmood Banner and also shall and will find 
and provide the said Harmood Walcot Banner during 
the said term with Board and Lodging and with 
necessary and becoming apparel the washing and 
mending thereof and with physic and surgery in 
case of sickness'. 

'The underlying principles of present-day articles 
are much the same, although they are stated at con- 
siderably greater length and no reference is made to 
the more domestic matters which arose because the 
clerk lived on the premises of his principal. 


. Accountancy Bodies in the United Kingdom 


The first organized body of accountants to be formed in 
the United Kingdom was The Society of Accountants 
in Edinburgh in 1854, and this was followed later by: 
The Institute of Accountants and Actuaries in 
Glasgow, 1855; > 
The Society of Accountants in Aberdeen, 1867. 
These three bodies were amalgamated in 1951 by 
the absorption of the members of the last two men- 
tioned into the Edinburgh Society under the title of. 
The Institute of Chartered Accountants of Scotland. 
The first bodies to be formed in England were: 


The Incorporated Society of Liverpool Account- 
ants, 1870; 
The Institute of Accountants, 1870; 
The Manchester Society of Accountants, 1871; 
The Society of Accountants in England, 1872; 
The Sheffield Society of Accountants, 1877. 
In 1880, The Institute of Chartered Accountants in 
England and Wales was founded on the petition of 
the five bodies mentioned above, and whilst the old 
Institute and the Society were dissolved, the Liver- 
pool, Manchester and Sheffield societies remained in 
existence and still continue today as district societies. 
Other bodies of accountants were later formed in 
the United Kingdom and various amalgamations 
have subsequently taken place. The present com- 
position of the remaining sponsoring bodies to the 
Congress is: 
The Society of Incorporated Accountants and 
Auditors, 1885; 

The Institute of Chartered Accountants in Ireland, 
1888; 

'The Association of Certified and Corporis 
Accountants, 1939 (previously The London 
Association of Accountants, 1905, in which was 
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merged The Corporation of Accountants, 1891; and Irish Institutes, the Society of Incorporated | 
'The Institute of Certified Public Accountants, Accountants and Auditors and the Association of * 


1903); Certified and Corporate Accountants, as full inform- 
The Institute of Municipal Treasurers and ation about Scotland was not available. 
Accountants, 19or (following the unincorporated Although it will be noticed that the non-practising 
association known as The Corporate Treasurers element has now become the greater proportion of 
and Accountants Institute, founded 1885); the members of the professional bodies, a substantial 
The Institute of Cost and Works Accountants, proportion of this element is employed in practising 
1919. accountarts’ offices. | 
Growth of the Profession 1880 1890 1900 1910. 1920 1930 1940 1950 


In Fig.1 is shown a graph set- 
ting out thecombinedgrowth 
of all the above bodies. 

Although our forbears Һай 40,000 
the prudence to organize 
themselves into a learned 
profession, they could not 49 o99 
foresee how far and how 
wide their efforts would 
develop. In June, 1890, a 
member delivering а lecture 20.000 
was reported in The 
Accountant! of that date as 
having said: 10,000 

‘As regards the distant 

future, he. would be a bold 

man who would say that 

the society of that day 

would number account- 

ants among its members. 

Accountants are the pro- 
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which cannot be foretold. 
. . . Without any moral 
progress we may have 
economic changes which 
will render accountants 
superfluous.’ 


The economic changes 9,900 NON-PRACTISING 
which have come to pass ^7 (INCLUDING MEMBERS EMPLOYED 
would appear to have had IN THE PROFESSION) 
the opposite effects to those 
expected by the lecturer. 


30,000 


10,000 


Expansion in Numbers 
of Non-Practising 
Members 
The original Institute of 
Accountants was composed 
almost entirely of members 1880 1890 — 1900 1910 1920 1930 1940 1950 

in practice, but the position 

today is very different. I set 

out in Fig. 2 a graph show- 

ing the division of the mem- 200,000 
bership between practising 10,000 
and non-practising members  . 
from 1880 to 1950. This, 100.000 
however, covers only the 5 999 
membership of the English 


1 The Accountant, June 28th, 
1890. 
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The graph in Fig. 3 shows the expansion in the 
practising members of the three English bodies 
referred to above as compared with the numbers of 
companies on the English register. 

The Institute of Cost and Works Accountants and 
The Institute of Municipal Treasurers and Account- 
ants are two separate bodies which deal with more 
specialized sides of the profession. 

In my view, it is most important that the practising 
and non-practising members of the profession should 
work closely together. Such radical changes have 
taken place in the work of the accountant in practice 
over the last fifty years and the expansion of business 
has so extended the volume of detail encountered in 
an audit, that their co-operation is essential. 

Most of the professional bodies have established 

-research committees on which both elements of the 
profession are almost evenly represented, and it is 
surprising what a difference of outlook there is on 
some of the subjects which are discussed; a feature 
which is invaluable in thrashing out many of the 
problems with which the profession is faced, as it 
helps to prevent the publication of recommendations 

£ and memoranda which may be too theoretical. 


Milestones in Progress 


The activities of the professional accountant haye 
shown a steady expansion over the past seventy years. 
This expansion is. partly due to the increased com- 

lexity of modern business, but is very largely caused 
by the increase in the amount of national legislation 
which bears upon the daily activities of industry and 
commerce. Among those which have had an im- 
portant bearing upon the practising accountant may 
be found the following: 


(1) The Bankruptcy Act, 1831. 
(2) The Relief of Insolvent Debtors Act, 1842. 
(3) The Railway Clauses Consolidation Act, 1845. 


(4) The Companies Act, 1862. — This was at the 
time described as ‘the accountant’s friend’.1 


(5) The Bankruptcy Act, 1883. — This was the first 
Act in which Official Receivers were established, 
and the first Principal Official Receiver to be 
appointed was Mr R. P. Harding, who was 
President of the English Institute in the year 
1882. On his appointment,- Mr Harding 
resigned his membership of the Council and 
retired from the firm of Harding, Whinney & 
Co, in which he was a partner. 


(6) The Bankruptcy Act, 1890. 
(7) The Building Societies Act, 1894. 


(8) The Companies Act, 1900, which first provided 
for the compulsory appointment of auditors. 
(9) The Companies Act, 1908, which provided for 


the formation of private limited companies; and 
finally 





1 History of Accounting and Accountants, by Richard Brown. 


' (T. C. & E. C. Jack.) 
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(10) The Companies Act, 1948, which for the first 
time provided that, with certain exceptions, 
auditors of limited companies should be 
members of recognized professional bodies. 


It is amusing to record that the first direct recog- 
nition of The Institute of Chartered Accountants in 
England and Wales in a Parliamentary Bill was in the 


‘Lunacy Acts Amendment Bill, 1885, under which the 


accounts of certain institutions registered for the 
reception of lunatics were required to be audited 
once a year by a member of that Institute. I cannot 
trace, however, that this particular clause . ever 
reached the Statute Book. 

Taxation is another field which has provided a 
considerable amount of work for the practising 
accountant due to the rapidly increasing rate of tax 
and the complexity of the legislation. In the early 
days, when income-tax was no more than a few pence 
or shillings in the £, one finds little record of the 
subject in contemporary professional journals, and 
it is not zeferred to in any catechism of the principal 
occupations of the practising accountant. Indeed, the 
Finance Act, 1900, contained only one clause dealing 
with income-tax. 

This position has changed over the past forty years. 
The year 1909 saw the imposition of a super-tax; 
1916 the first excess profits duty, and 1939 not only 
the excess profits tax, but also the increase in the rate 


‘of income-tax to 7s in the £, which subsequently rose 


to the unprecedented figure of 10s in the f. 

АП these increases of taxation have brought with 
them not only problems connected with the com- 
putation of the profits to be assessed, but in addition 
they have had a serious effect on the moral standards 
of the commercial community, thereby placing a 
much heavier responsibility on the accountant, who 
is usually called upon to compute the profit for 
assessment. 

The progressive expansion of the work of the 
practising accountant may be traced through the 


‘stages which I have set out. From the administration 


of the Bankruptcy Acts, dealing with the affairs of 
the private firm, whether from the growing angle of 
taxation or from an audit standpoint, to the auditing 
of the accounts of small private companies and the 
large public corporations which we see today. 

The tendency in this development has been to 
remove the intimate atmosphere in which the prac- 
tising accountant himself previously operated. So 
much of what is done today must be carried out by 
his managing clerks and their assistants, leaving the 
accountant to exercise supervision and to deal with 
points of principle rather than matters of detail. 


THE PROFESSION AS IT IS TODAY 


Nationalized Industries 
Whether one accepts the policy of nationalization or 
not, it cannot be overlooked that many of the basic 
industries and utilities of the nation will continue 


10 THE ACCOUNTANT 


to be operated under public corporations far removed 
from direct government control. 

What part can the practising accountant play in 
this development? It is ever more vital under such 
conditions that the results of the public services 
should be reported on by independent persons who 
have the knowledge to ensure that a' true and fair 
account of their trading activities is presented to the 
public - to whom the management is ultimately 
responsible. Furthermore, it becomes more than ever 
necessary that the practising accountant should con- 
cern himself with matters of principle, leaving the 


matters of detail to be dealt with by а department of 


internal audit. 

One of the most noticeable features in the develop- 
ment of large-scale enterprise is the shortage of those 
who are trained to administration on this vast scale. 
Much of the training which can be acquired in the 
offices of practising accountants should fit men for 
this task. With the extension of the public services, 
it has been the common experience of accountants 
in practice that many of their best assistants have been 
drawn away into the public service. I will not, how- 
. ever, develop this theme as it obviously falls more 

properly within the province of Dr Marshall who is 
dealing with this side of the activities of the 
accountant, А 


Auditing 

The science of auditing has not stood still, but has 
developed abreast with commercial practice. It is 
affected partially by legal decisions and partially by 
changes forced upon the profession by the increasing 
complexity of modern commerce and by other 
changes which are necessarily brought about by the 
adoption of mechanical methods of accounting, which 
have superseded the older methods. 

Of the legal decisions, the most important in this 
connexion is probably the case of the Royal Mail 
Steam Packet Co (1931) which dealt with the non- 
disclosure of the utilization of secret reserves. Up to 
that time, whilst it -had alwa;s been regarded as 
wrong to overstate profits, it was not necessarily con- 
sidered improper to understate them ~ indeed, this 
was regarded as a prudent virtue. It is today appre- 
ciated that.either extreme results in a true and fair 
view of the profit being distorted, and prevents 
fulfilment of the requirements of the Companies Act, 
1948. 

Another important decision was in the American 
case of McKesson and Robbins (1939), which dealt with 
the verification of the existence of stock-in-trade. Up 
to now, this aspect of an audit has not been brought 
into great prominence in this country, but there is a 
body of thought which feels that sooner or later a 
great deal more notice must be taken qf the duties and 
obligations of stock verification. 

When the audit becomes so extensive that it is im- 
possible for the auditor to carry out his work in the 
fullest detail, questions of principle take first place, 
and tests, rather than detailed checking, assume the 
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greater importance. Testing the methods of stock- 
taking is therefore more likely to become a leading 
part of the audit programme of the future — even more 
than it is today. 

The research committees of the various professional 
bodies which have been formed over the last ten years 
have devoted most of their exploration to accounting 
principles rather than to auditing practice. Those 
principles which they have laid down have met with a 
considerable measure of success and have led to an 
improvement in the all-round standards of accounting. 

Auditing is not z matter which can be dealt with in 
a similar manner: i: is essentially a question of experi- 
ence and judgment and it is not possible to lay down 
any hard and fast rules for general adoption. It there- 
fore becomes necessary for the accountant to keep his 
audit programmes under constant review so that, - 
apart from the avoidance of their becoming stilted, 
he can ensure that his clerk's time is spent on matters 
which are of value and not wasted on items which are 
of little consequence. Many points of audit which were 
essential seventy years ago are unnecessary today 
because of the different methods of book-keeping 
which have developed since then. 


Internal Audit 


Not only are the aifairs of industry becoming more 
complicated and involved but, owing to amalgama- 
tions, nationalization and the development of large 
combines, their activities are more widespread. This 
all tends to make the work of the auditor more remote 
from detail than in the past, and a different practice 
must come to pass if this is to be efficiently carried 
out in the future. I believe we shall reach the stage 
when the auditor, as we understand him today, will 
become the auditor of policy and principle. In 
shaping his certificate he will take into account his 
views of the functicns and the audit programme of 
the internal auditor, whose duty it will be to ensure 
the verity of the internal and day-to-day transactions 
of the business. 

With this development, the position of the internal 
auditor will become more important, and it becomes 
increasingly essential that he should have a strong 
professional body bshind him and remain actively 
associated with the practising side of the profession : 
so that he may maintain a position of independence 
in carrying out his work. The result of such a change 
would mean that the practising accountant would 
work with a smaller but more specialized staff who 
would deal with audits on the basis of principle. 


Audit of Management 


There have been demands in certain quarters for the 
accountant to undertake an audit of management. If 
by this it is intended to mean that he should criticize 
the activities of the executive this seems to be outside 
his province. On the other hand, if it is intended to 
refer to the measurement of efficiency, then it may 
well be that he can Le of service to management by 
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indicating the basis upon which a standard can be 
set up and comparison made with the similar stan- 
dards of other units and trades. 

I suggest that this line of thought may be developed 
in the future in conjunction with accountants in 
industry or in the public service. 

Although the accountant in practice cannot be a 
judge of technical efficiency he can perform a useful 
function by periodically making an independent 
report on finance and financial administration. This 
is particularly appropriate in the case of nationalized 
industries where the controlling factors of profit and 
competitive charges are absent. Indeed, it becomes 
increasingly important, as the work of Parliament 
today is too heavily laden to enable full attention to 
be given to annual reports of these industries, except 


. to the more outstanding features, and much of the 


routine detail passes without comment. 


Independence. 


One of the most important characteristics of the 
accountant in practice should be his position of inde- 
pendence. From this standpoint he is able to present 
to Government commissions or to the Board of 
Inland Revenue a dispassionate view of the difficulties 
facing his clients and of the problems arising out of 
legislation and its practical application, without these 
views being tainted in any way – а5 they frequently 
аге, the case of those who are immediately affected 
and who naturally look at them from г biased 
standpoint. ј 

It is also important in his position as auditor. 
Under the Bill which preceded the Companies Act, 
1948, it was proposed to provide complete indepen- 
dence, but this was amended during the passage 
through Parliament, and in the final Act modifica- 
tions were made in favour of a partner or an employee 
of a director being authorized to accept appointment 
as auditor in certain cases. i 

In my view, even in the case of a private company, 
independence is more important than convenience, 
and it would have been better to have adhered to the 
original proposals. 

This independence is to some degree lost by those 
who go into industry and public service and it is 
being lost by other professions, such as the medical 
profession which, in the United Kingdom, has fallen 
under the aegis of the National Health Service. Let us 
hope that this will not be the lot of the accountant, 
for it is more than ever necessary that a client’s inter- 
ests should be represented by someone wko is com- 
pletely independent and not in any way the 
servant of the Crown to whose agent the client’s 
profits have to be revealed for purposes of assess- 
ment. 

In some countries, restrictions are placed upon 
auditors holding shares in their client companies and 
although there is no legal restraint in this country, I 
think that this principle should be regarded as the 
best practice. 
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Qualifications of the Practitioner 


What are the qualities required by the accountant in 
practice? Apart from his technical qualifications, un- 
doubtedly the most important is his experience, 
which should enable him to supervise those who 
work for him. By his training he is naturally cautious 
and yet he must be able to take the initiative when 
required. He should have the ability to concentrate 
and to sift evidence, to take a realistic view and to 
inspire confidence. He is more often quiet and of a 
retiring disposition but, of course, as in all professions, 
a good personality will be a great asset to him. Above 
all, he should be patient and understanding and be 
endowed with tact and determination. 

For many years, the principal activity of the 
practising accountant was the auditing of accounts, 
but with the growth of modern commerce the pro- 
portion of any practice which is devoted to this is 
very much less. So far as auditing is concerned, this 
may be of the accounts of companies or public boards 
when the statutory requirements are defined, or of 
private firms where the auditor's duties may be 
restricted by agreement. But, in either case, it is im- 
portant to realize that the accountant should certify 
only from his own first-hand evidence and knowledge 
and not on the basis of inforraatiori supplied to him 
by others. It is in the exercise of his judgment in this 
respect that he either succeeds or fails in his task. 


Directors of Companies 


It is becoming more and more the practice to appoint 
accountants to the boards of public and private com- 
panies; in many instances they become managing 
directors or chairmen. In other instances, they are 
there as part-time directors and bring to the board 
meetings their knowledge of finance. and wide 
experience of industry or commerce. They are able 
to regard the proposals which come before the 
directors from the accounting and financial angle and 
from the nature of their training they exercise a brake 
upon any over-optimistic outlook on the part of other 
members of the board, thus serving as a steadying 
influence. 


Executors and Trustees 


The practice of a client appointing his accountant as 
one of the executors under his will has been found to 
be particularly convenient. The accountant has prob- 
ably a greater accumulated knowledge of the deceased’s 
wishes than anyone else and, in addition, has the 
means readily available to administer the trust: 

By his personal knowledge of the family of the 
deceased he can advise and assist them in a less 
official manner than a trustee corporation. 

The trustee tlepartments of the principal banks and 
insurance companies have entered into this class of 
work over the last thirty years, but while they offer 
the advantage of continuity in trusteeship by virtue 
of their corporate status, the personal approach and 
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intimate knowledge of the deceased’s affairs is in most 
cases more valuable. 

This advantage is sometimes more readily appre- 
ciated by the beneficiaries under a will than by the 
testator. 


Prospectuses 
The certification of profits for prospectus purposes 
is another important part of an accountant’s duties. 
Until recently, this work was of a very specialized 
nature, but is now becoming more widespread. 

There is no doubt that with the increase in the 
burden of death duties and taxation, and the resulting 
necessity for many private family companies to 
become publicly owned, the outlook for this part of 
the work of the profession may be regarded as steadily 
increasing in importance. 

Although certain principles are laid down with 
regard to the preparation of these certificates and the 
research committees of the professional bodies have 
issued memoranda dealing with the subject, the 
ultimate statement rests upon the judgment of the 
accountant himself. He is frequently called upon to 
make a number of necessary adjustments so that any 
changes which may have taken place during the basic 
period are clearly allowed for, and the profits of the 
past stated on a similar basis to the recurring profits 
of the future. The accountant has to remember that 
in these cases he must deal with the facts as he finds 
them, avoiding any estimates, especially with regard 
to future prospects. This is an aspect which fre- 
quently appears in a prospectus, but it is a statement 
which should appear over the signatures of the 
directors and not form part of the statement of facts 
which is certified by the accountant. | 


T Taxation 

With rates of taxation as high as they are today, any 
new venture which is commenced has to be carefully 
considered beforehand from the point of view of how 
taxation will affect the company and its undertaking; 
in what manner any additional capital that may be 
required should be raised, and what assessments will 
arise on the profits which are subsequently made. 
The accountant,. over the past forty years, has 
acquired great experience and a high reputation for 
dealing with this part of a company’s affairs and for 
advising the directors on their company’s taxation 
position. - 

Although this is principally a matter of the applica- 
tion of law, this field has been largely left to the 
accountant and not so much practised by the legal 
profession until the stage of appealing to the Courts 
is reached. Indeed, under Section 137 of the Income 
Tax Act, 1918, an accountant who is a member of an 
incorporated body is entitled to be heard on behalf 
of his client at appeals before the Commissioners, 
and where the nature of the appeal is a dispute on a 
question of fact, he is probably the most appropriate 
person to deal with the matter. On the other hand, 
where the question of the appeal is based rather more 


July 5th, 1952 


on law-and where it appears that the case is likely to 
go to a higher Court before a final decision is obtained, 
then it is customary for the client to be represented 
by a solicitor or counsel from the outset so that the 
case may be handled consistently by the same person 
throughout the period of the argument. 

The settlement of taxation assessments is largely a 
matter of tripartite agreement between the taxpayer 
and the Inland Revenue, with the accountant acting 
as intermediary. He is trusted by his client to make 
a fair and just settlement and by the Inland Revenue 
to make a full disclosure of the facts, after which he 
should and is expected to fight to the best of his 
ability in his client's interests. 

This relationship has been so firmly established 
and the accountant's reputation for fair dealing so 
fully accepted by both sides, that taxation liabilities . 
are settled with relatively little recourse to appeal. 

When taxation was a few pence or shillings in the £, 
it was a levy on profits and income for the purpose 
of running the essential services of a country. But 


` today it has become a very different instrument. It is 


now used for the purpose of transferring wealth from 
one section of the population to another, with the 
result that, by the weight of its burden, it controls 
policy and finance to a degree that cannot be left out 
of account in considering the management of a 
business. 

The prospect of any change in this respect taking 
place in the future seems to be unlikely; the profession 
must therefore accustom itself to this being a per- 
manent feature of its activities and ensure that the 
best advice that can be given to its clients is available 
when they require it. 

So long as taxation remained at a modest level, it 
was possible for businesses to continue in the same 
hands from one generation to another, but now that 
taxation deprives the shareholder of so large a part ` 
of his earnings during his lifetime and prevents him 
from building up capital invested outside his business 
to meet death duties, this is not always possible. 

Death duties also are at such a high level that the 
question of the valuation of shares — either for the 
purpose of assessing the duty, or for the purpose of 
sale so as to realize the necessary funds to meet the 
duty is becoming of increasing importance. The 
part which accountants, with their experience, can 
play in this field, will be of great value in the future. 


Government Commissions 


'The contribution which may be made by the account- 
ant as a member of a government commission or 
trade committee is being increasingly recognized. He 
brings to this work probably a more practical know- 
ledge than many lawyers who hitherto formed a 
rather larger part of the personnel of such com- 
missions. The legal mind is, of course, invaluable on 
many points, but the practical aspect in the production 
of reports is of vital importance. Such cases as the 
Monopoly Commission are particularly in point. 
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Government commissions appointed recently to deal 
in particular with taxation and company law have all 
had representatives of the accountancy profession on 
them, who have been able to give a clear indication 
of the effect of the submissions which were made. 
Indeed, even apart from the accounting knowledge 
which the accountant brings to such gatherings, his 
widespread experience of different businesses also is 
of considerable value. 

With so many trades calling upon their members 
to provide statistics and returns of their trading for 
the purpose of agreeing prices with government 
departments and for other purposes, it is necessary 
to find some neutral person to whom this confidential 
information may be entrusted with complete safety. 
The accountant frequently finds himself faced with 
. such a trust today. Many traders who would be un- 
willing to disclose their affairs are quite prepared to 
do so when they know the information is to be 
summarized by a firm of accountants. 


Honorary Work 


Some of the practising accountant's work is done 
in an honorary capacity, and there can be few offices 
where a substantial proportion of time is not occupied 
in dealing with the affairs of clubs, hospitals, or other 
charities, although since the National Health Act 
came into force, the work which the practising 


accountant was expected to contribute towards the _ 


running of voluntary hospitals has ceased and any 
function which he now performs is in his personal 
capacity on the management committee rather than 
work being done by his own staff in office hours. The 
extent of the voluntary work done by accountants in 
the past is evidenced by the steep rise which has 
taken place in the administration costs of hospitals 
' since they were nationalized. 


Management Accounting 
There are many firms which specialize in advising 


on management accounting. Not all these firms are- 


accountants in general practice, none the less, the 
subject is one on which accountants in practice are 
well able to advise their clients and without difficulty 
to keep in continuous contact with them, whilst any 
changes which may have been advocated are being 
effected. They have the advantage of knowing the 
personnel with whom they are dealing and they have 
an extensive knowledge of the past history of their 
client. At the same time, it is a service which cannot 
be provided by every small firm as it requires, in the 
first instance, the whole-time application of members 
of the accountant’s staff. Not all firms are able ‘to 
have staff available for this purpose for so long a 
period. 

It behoves the accountant in practice to train him- 
self intensively to become constructive, to make 
useful ‘contributions towards solving the problems of 
industry and commerce, and not to be purely critical 
and negative in his advice. 
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It will be seen, from what I have said in the fore- 
going paragraphs, that the accountant performs many 
services and functions for his clients: he is the 
architect of a business when it is built, the surgeon 
or physician during its lifetime in tending its health 
and diagnosing its difficulties; the policeman protect- 
ing the shareholders from those who would misdirect 
their affairs and ultimately, should the need arise, he 
fulfils the duties of the undertaker. 


THE ACCOUNTANT’S RELATION TO 
HIS PROFESSION 


Functions of the Professional Body 


The functions and activities ef his professional body 
are more important to the accountant in practice than 
to his colleagues in either industry or the public 
service, whose techniques and procedures are related 
to the industries or departments which they serve. 

The ‘principal functions of a professional body 
are: У 


(а) the maintenance of a standard of professional 
conduct through its disciplinary committee; 


(b) the admission of members and the maintenance 
of their standard of qualification through its 
examination board; 


(c) to watch over legislation which may affect the 
professional accountant or his client; 


(d)to organize facilities for research and post- 
graduate training; and 


(e) to advise government commissions and mini- 
sters, from an independent standpoint, on 
proposed legislation, or on the effect of com- 
pleted Acts. 


Etiquette 


If the auditor is to carry out his work efficiently, he 
may find that on occasion he must be prepared to 
take a strong line arid stand out for what he believes 
to be right. His position is immeasurably stronger if 
the professional body to which he belongs has a 
strict code of etiquette. He can then maintain his 
position in the full knowledge that if his right or 
judgment is in any way criticized, none of his col- 
leagues would accept any lower standard if threats 
were made to remove him from his appointment on 
account of the stand he was taking. 

Complaints from time to time will arise on account 
of audits passing from one accountant to another, 
but the accountant who is asked to accept nomination 
should realize that the code of etiquette which is laid 
down is not only for the protection of the outgoing 
auditor, but also to prevent the incoming auditor or 
accountant from being placed in a false position. 

This code of etiquette is not always understood and 
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it is sometimes difficult to explain to a prospective 
client the need for consulting one's professional 
brethren before undertaking new work. 

Special circumstances naturally do exist, but I set 
out below a pronouncement by the English Institute 
on this subject, which indicates the code which might 
be followed by all who are concerned in the prestige 
of their profession: : : 


‘It is the duty of any member of the Institute 
before accepting nomination for appointment as 
auditor or professional accountant to a company, 
partnership or private individual to communicate 
with the previous auditor or professional account- 
ant. д 

“The Council indicated in its statement of April 
1937, that such communication should be made with 
a view to ascertaining the circumstances in which a 
change of auditor was proposed.. Some members 
appear to have assumed that if the person proposed 
to be appointed believes himself to be aware of the 
circumstances in which the change is proposed, 
then he is relieved from the duty of communicating; 
the Council therefore wishes to make it clear that 


the duty to communicate exists in every case. It is, 


essential that the member who is proposed for 
appointment, whether as auditor or as professional 
accountant, shall have an opportunity of knowing 
all the reasons for the change and this requirement 
can only be fulfilled by direct communication with 
the holder of the existing appointment. 


‘Apart from any question of professional courtesy 
it is important that the legitimate interests of the 
public and the independence of the existing auditor 
or professional accountant should be safeguarded and 
that a communication should take place even though 
the change is a matter wholly within the discretion 
of the appointer. The duty to communicate is not 
confined to cases where the previous appointment 
was held by a member of the Institute. 


‘Compliance with the duty to communicate will 
not necessarily preclude the Disciplinary Com- 
mittee from considering any complaint which may 
be made under clause 21 (3) of the supplemental 
Royal Charter. А | 


"Where a member is invited to undertake special 
professional work for a company, partnership or 
individual, such work being in addition to that 
already being carried out by the client's auditor or 
professional accountant and where no question of 
replacement arises, it is normally desirable, as a 
matter of professional courtesy, for the member 
invited to undertake the special work to notify the 
client's auditor or professional accountant unless the 
client advances satisfactory reasons for the member 
not so doing.' | 


Advertising and Publicity 
As accountancy was not recognized as one of the 
learned professions in its early stages there was no 
bar to advertising; during the heyday*of the Bank- 
ruptcy Áct particularly, it was common practice for 
accountants to tout for work round the various trades 
and creditors who were involved in the failures. This 
is now seriously frowned upon and advertising in any 


shape or form is a discreditable act. A few examples 
are as follows: 


The insertion in heavy type of a firm's name та. 


directory. 


The insertion in the public Press (other than the 
professional Press) of notices of changes in partnership 
or addresses. 


The use of an accountant's position as secretary of 
a trade association for the purpose of securing 
business. i 


The addition, in connexion with any published 
article or broadcast, of the member’s name with his 
description as an accountant, or his firm name, after 
it. Either he writes anonymously as an accountant, or 
under his own name without any such description. 


(Exception is, however, made in the case of articles - 


in the professional Press.) 


Specialization Ы 


Practising as а consultant specializing in a small field 
of science is developed strongly in many professions, 
particularly in that of medicine. In the case of the 
law, the distinction is more clearly maintained 
between the solicitor in general practice and the 
barrister, The latter, apart from his general activities 
in chambers, acts principally in Court and usually 
specializes in one branch or another, e.g. criminal 
law, chancery law, and so on. | 

The accountancy profession, however, has either 
been slow to develop in this direction or has found 
other and possibly more satisfactory methods. А 

Most firms do not specialize in one field or another 
deliberately, but through accident. In their con- 
nexions with a particular trade they may become 
specialists in a certain branch. 

Some firms specialize in a particular type of 
business; for example, underwriting, textiles, engin- 
eering, shipping, insurance, etc., or the partners may 
specialize within their own firm in one plane or 


another; and do so, shall I say, vertically rather than 


horizontally, for instance, taxation, insolvency, 
company work or executorship. 


Many of the smaller firms are unable to specialize 
within the orbit of their own practice, which may be 
somewhat limited. They may be reluctant to call in 
those of greater experience from larger firms for fear 
of losing their client. I am sure that developments 
along these lines are on the increase, whereby some 
of the larger firms are consulted by their smaller 
brethren with the full knowledge that the consultation 
is only for the purpose of obtaining the specialized 
advice which is regarded as necessary on a particular 
point, so that the client may receive the greatest 
benefit. 

A client’s requirements from his professional 
accountant cover such a wide field that it is not un- 
natural that he prefers to deposit his confidences in 
one firm, rather than spread them over many firms 
and individuals. This, again not unnaturally, accounts 
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BRITANNIC 
Calculating Machines  . 
«For SPEED and ACCURACY... 


The BRITANNIC Calculating Machine 
can help you to solve your figure prob- 


lems and requires no trained or expert 
` operator. | 


New models, with tens-transmission 
and automatic Transfer-Device are now ' 
.available for immediate delivery. 


Medel 2811. ate British Precision-built throughout. - 
Write for full particulars to: _ 
. THE MULDIVO CALCULATING MACHINE CO LTD 
49 QUEEN VICTORIA STREET, LONDON, ЕСА = č = City 3447/8 
Area Offices: Birmingham - Manchester - Leeds - · Glasgow - Belfast 





ADVERTising 
MANAGER | 





MANAGING 
DIRECTOR 






USE 
FOR 


Lor. LEAF BINDER 
IN EVERY 
DEPARTMENT 
OF YOUR 
BUSINESS 
e o o 
• Ask for Free Booklet!105 A. 
MOORE’S MODERN METHODS, LTD. 


MANY STANDARD SIZES _ : 19-21, FARRINGDON STREET, LONDON, E.C.4 
SPECIAL SIZES TO ORDER з | CENTRAL, 3200 
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The new Underwood All Electric Fanfold Continuous 
Form Writing Machine is especially designed to 
eliminate all non-productive' operations in the pre- 
paration of the various multi-copy forms used in modern 
business. 

АП the machine functions of this new Underwood product 
are electrically operated. 

The Electric Type-bar action provides - exceptional 
manifolding power and the Electric Keyboard, with the 
new Finger-Form keys, responds instantaneously to the 
lightest touch and ensures absolute legibility and 


UNDERWOOD .. 


presents 


THE UNDERWOOD ALL ELECTRIC FANFOLD WRITING MACHINE 


ELLIOTT FISHER - 





































































































































































































uniformity of impression on originals and carbon copies. 
The Electric Intermediate and Full Carriage Return 
feature permits direct return to three alternative positions 
without any extra operations. 

Electric Carbon Retraction AUTOMATICALLY trans- 
fers the carbon sheets from a completed set of forms into 
typing position in the following set. 

The machine is entirely free from operating complications 
and its simplicity and ease of operation constantly 
encourage the operator to produce neat, accurate work 
at high speed without fatigue. 


SUNDSTRAND 


Sheed the Worldi Business 


UNDERWOOD ELLIOTT FISHER LTD, 4-12 New Oxford St., London, WCI Tel. СНА 3131 Factories : Brighton, Sussex Sales and Service Everywhere 








à 


r 


H 


July 5th, 1952 


ON R.A.F. STATIONS a new 
streamlined machine is speeding 
the work of the accounting 
Sections. , . . 


THE CASE OF THE FLYING PAY CLERK 


THE ACCOUNTANT 











kenrg 


pee 





Was his machine jet-propelled too? 


AY DAY in Royal Air Force 
establishments produces its own 
special problems. The great numbers 
of personnel to be paid, differing 
from man to man in rank, entitle- 
ments, allowances and deductions, 
makes speed in the accounts sections 
absolutely essential. The fact that 
personne! are liable to move from 
one station to another is just one 
more difficulty to be faced. 
During World War П, the vast increase 
in man-power threw a heavy burden on 
accounting sections. Pay Clerks were 
hard-pressed to keep up with the 
amount of checking necessary, and 
individual airmen found, sometimes, 
that their full pay details lagged behind 
their postings from unit to unit. 

Anxious to ease this situation, the 
R.A.F. consulted machine accounting 
specialists of Burroughs Adding Machine 
Limited. 

In association with officers of the Air 
Ministry, Burroughs studied the prob- 
lem, and it was decided to instal Electric- 
Adding-Subtracting Machines to speed 
up the work. 

Result? Using these Burroughs machines, 


accounting sections can check, quickly 
and smoothly, the exact financial status 
of the airmen they deal with. The new 
system makes it possible to supply each 
airman with a simple copy of his 
account every four months, and, since 
duplicates of the figure information 
obtained are used as transfer documents, 


there are no delays in the dispatch of. 


pay details. 


WHAT ABOUT YOU? If your business 
could benefit from faster figuring, call in 
Burroughs. They can offer advice onall the 
latest systems, for Burroughs make the 
world’s broadest line of modern record- 
keeping machines: Adding, Calculating, 
Accounting, Billing and Statistical 
Machines, and Microfilm Equipment. 

Call Burroughs today. Sales and Ser- 
vice offices in principal cities round the 
world. Burroughs Adding Machine 
Limited, Avon House, 356-366 Oxford 
Street, London, W.1. 


On an R.A.F. station, check- 


ing the installation of a 
Burroughs Electric Adding- 
Subtracting Machine, is Mr. 
M. A. G. METCALFE, the 
Burroughs man who helped 
speed up the work of account- 
ing sections. 





For expert advice in any feld of business figures 


GALL IN Burroughs £} 
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OCEAN TRUST 


COMPANY LIMITED | 


994 PARK LANE, LONDON, W1 


Telephone Nos. 
GROSVENOR 4627/8, 3596, 1394/5 


Directors: 
E. BEDDINGTON BEHRENS, M.C., Ph.D. 
SIR COLIN McVEAN GUBBINS, K.C.M.G., D.S.O., M.C. 
ROGER B. PURSEY, A.C.A. 


The Directors welcome personal interviews 

with professional advisers regarding public or 

private issues of capital for established busi- 

nesses or the private financing of developing 
industrial undertakings ` 


July 5th, 1952 


for the development of amalgamations in the profes- 
sion, particularly in the larger towns, so that the 
specialization may be undertaken under one roof. 
Specialization is the result of particular experience 
in general practice and not a completely separate field, 
as in the case of the other two professions which I 


have mentioned, but that is no reason why changes . 


in this direction should not take place; and it may 
well be that this is one of the items which will receive 
special consideration in the future development of 
the profession. 


Research 
Research committees which, as I have said, have 
been set up by most of the professional bodies, have 
produced great similarity in the problems which 


' have been discussed in different countries, but it must 


be borne in mind that the purpose of these com- 
mittees is not to spoon-feed members of the profession 
although the results of their deliberations provide a 
useful backing in arguments with clients. Their 
primary purpose is to produce the result of the 


collective thought of members of the profession with 
ethe object of improving the standard of accounting, 


ironing out many of the inequities which arise under 
the application of legislation, and considering the 
fresh problems which arise by reason of economic 
changes.. 

Although a great deal more is heard of professional 
pronouncements on such important Acts as the 
Companies Act, 1948, the Income Tax Act, 1945, and 


- the annual Finance Acts, it must not be thought that 


А 


this is а new venture. Ever since the establishment of 
the professional bodies, their views have been 
expressed from time to time on legislation affecting 
themselves or their clients. Indeed, at the annual 
meeting of the English Institute in 1890, the greater 
part of the business of the meeting was composed of 
an address by the President to the members on the 


: proposed Companies Bill. 


In his early.years the accountant should seek a 
broad experience and refrain from becoming too 
specialized in his work prior to qualification; the 
question of post-graduate education or specialization 
is an important development which will, in the near 
future, see many changes. 

Chairs of accountancy at the universities are 
gradually increasing in number, but everyone seeking 
the opportunity for specialization in this way will 
not wish to remain at a university for the rest of his 
life, but rather to spend a relatively short period after 
qualification embarking upon research in some par- 
ticular line of thought, although this might keep him 
out of touch with current practice whilst he is so 
doing. The essential need for the practising account- 
ant to be thoroughly conversant with practice and 
not with theory alone, is one of the primary reasons 
why practical experience has been so much regarded 
as an essentia in the past and why the oppor- 


tunities for theoretical study have been more 


restricted. 
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If this object is to be achieved, it is important that 
the accountancy faculties at the universities should 
be actively supported by accountants who are in 
practice or in industry, so that the problems do not 
become too theoretical in their discussion. In this 
way the research student may devote a considerable 
number of years to the study of the problems which 
he has in mind, so long as he does not lose contact 
with the practical aspect. 

To retain continuity, professors or lecturers would 
have to be whole-time scholars in the university, but 
through some form of liaison they could maintain 
close touch with those who are faced with the working 
problems of the profession. 

In accountancy, legislation follows the development 
of practice rather than that of theory. The best prac- 
tice is built up by some of the more enlightened 
practitioners and ultimately followed by legislation 
bringing the laggards into line. The stage is then set 
for further advances in practice by those who are 
thinking ahead, again being followed by legislation, 
with similar results. 

A fair example of this type of progress may be seen 
in a study of the various Companies Acts from 1908 
to 1948. It must be admitted that developments in 
practice and in legislation are not entirely brought 
about by improvements in the methods of account- 
ancy, but to some extent by changes in commercial 
practice, by public opinion, or by financial arrange- 
ments which necessarily require a change in the 
accounting .outlook on the problems which they 
create. 


Regulations governing the contents of companies’ 
published accounts are set out in the Eighth Schedule 
of the Companies Act, 1948. 

This form of control is more rigid than it would 
be if the regulations were governed by the Stock 
Exchange or a joint committee of the Stock Exchange 
and the accountancy bodies. 

Rigid directions tend to stultify professional pro- 
gress and I am sure that the science of accounting 
technique would develop more smoothly if control 
could be.exercised by some less rigid method than 
detailed legislation. 

One of the difficulties of the present time is that 
the life of the practising acccuntant has become so 
hard pressed, and so much of his time is taken up by 
lesser difficulties, that he is prevented from giving 
the fullest consideration to some important matters. 
Although one does not wish to make him the mirror 
of students of research, none the less, those to whom 
I have referred in a previous paragraph, who have the 
opportunity and desire to enter into accounting 
research, will perform a very useful function in 
bringing to the hotice of the practising accountant 
some of the developments which, through no fault 
of his own, he may have overlooked. 


(To be concluded.) 
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WEEKLY NOTES 


The Finance Bill 


The Finance Bill received its third reading in the 
House of Commons on June 26th last. It seems 
reasonably certain that it will have received the Royal 
Assent by July 11th, after which we hope to begin a 
series of articles examining its provisions in relation 
to income-tax, profits tax, excess profits levy, estate 
-duty and stamp duty. The Bill promises a heavy 
burden of work for the accountancy profession. In 
particular the new excess profits levy may produce 
untold complications and it may well be that further 
legislation will be necessary — either to make the levy 
work or, better still, to bury it finally. 


More Coal for Export 

The importance which is attached to marginal 
increases and decreases of industrial output in solving 
this country's economic problems is being repeatedly 
brought out. For a long time there has been much 
talk about the easing of our troubles which would 
follow if there were only as much as a 4 per cent 
increase in industrial production. 

Another instance comes to light now with the 
easing in the coal situation. At the beginning of June 
the nation’s coal stocks stood at almost 15 million 
tons which was 3:7 million more than at the same 
time last year. This fáct— aided no doubt by the 
better recruitment figures which give promise of a 
sustained higher rate of extraction — has decided the 
Government to raise the export target. The figure to 
be aimed at for 1952 is 12:5 million tons which would 
be a very substantial reinforcement to our exports as 


a whole. The target will doubtless be easily achieved. 


for coal is still a sellers’ market abroad. Last year the 
total exported was only 7:8 million compared with 
13:5 million in 1950 and with 35:8 million in 1938. 
"There is certainly a long way to go before the pre-war 
figures are achieved. 


First Quarter Revenue Deficit 


Revenue and expenditure for the first quarter of the 
year were released this week and they show a marked 
change on the situation at this time a year ago. Ín 
the first quarter of r9si there was a surplus on 
ordinary above-the-line items of some {£14 million. 
There is a deficit this time of £201 million. 

If account is taken of the capital items the position 
is even more radically altered. Last year at this time 
net capital outlay was £123 million. This year it is 
£154 million. Taking this into account, the overall 
deficit has jumped from frog million to £355 
million. There is little doubt that the general deterior- 
ation in the state of the fiscal picture is due to the 
increased outlay on rearmament which is now begin- 
ning to work itself out in the national accounts. The 
planning is at last giving place to results. On the 
revenue side there is some evidence of buoyancy 


which is dwarfed only by the heavy defence expendi- 
ture. Income-tax receipts, for example, are running 
well ahead of the estimate, but takings from death 
duties are lower. 

On the capital account, however, the sudden rise 
in the outlay on local loans is rather disquieting. 
Much of this increase in capital expenditure is due 
to the continued progress with the housing drive. 

The first quarter of the fiscal year is only a very 
partial indicator of the trend of the year as a whole 
and this is especially true this year when defence 
expenditure is moving rapidly up to a high level ~ 
but how high in the current fiscal year is yet to be 
seen. Again, the food subsidies are as yet running at' 
a very high rate and it will not be until the end of the 
year that the Budget reductions are in force and the 
level of subsidy expenditure has been reduced to a 
rate of about £250 million. A summary for the 
principal figures is given below: 


Budget 
Results for estimate 
first quarter full year * 
1951-52 1952-53 1952-53 
£ million 
Ordinary revenue 846:о 8714 4,661-4 
Ordinary expenditure* 832-2 1,0724 #4,230:6 
Surplus (+) or 
deficit(—) +13  —201'0 + 4308 
Net capital expendi- : 
ture ne 123'0 154'0 506:о 
Overall deficit 109°2 355°0 T 75:0 


'* Including sinking fund. 


t Before ailowance for food subsidy savings and additional . 
social services payments. 


Steel for Cars 


From now on, the home market quota for cars is to 
be calculated as a proportion of output and not, as 
has been the case up to now, as a fixed ceiling number.. 
In making this announcement last week, the Minister 
of Supply stated that the motor vehicle industry has 
agreed to try to export not less than 8o per cent of 
its private cars, 7o per cent of its light commercial 


vehicles and 50 per cent of its heavy commercial ç 


vehicles. 

If the present rate of production continues, this 
change in the method of calculation will mean a 
larger quota of vehicles for the home market than it 
would be getting at present if the flow of vehicles 
were running at the rate fixed by quota arrangements. 
But it is clear that the home market has been getting 
considerably more than it is entitled to under quota 
arrangements. If the new scheme is made effective 
there will be slower delivery, in fact, on to the home 
market. In other words the Government has given 
notice that quota schemes for the industry will be 
more closely watched from now on. Notice has also 
been given that the industry's allowance of steel will 
be more closely related to its export performance 
than has been the case in the last year or so. ў 


их: 
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REVIEWS 


Financial Control for the Small Manufacturer 
(Second Edition) 


by Francis Simmonds, F.C.W.A., АМЛАЛ.А. 
. (Jordan & Sons Ltd, London. 15s net) - 


By some small traders, an efficient system of financial 
control is regarded as a luxury which need not be 
installed until their fortunes are scundly established. 
On this mistaken premise many businesses, in other 
respects most promising, have perished. Written for 
the layman who either does not realize the importance 
of seeing the way ahead financially. or who would like 
to do so but has not had the training, this book 
. outlines in twenty-one short chapters the essential 
knowledge which everyone managing the affairs of a 
small business should have at his command. To the 
second edition has been added a chapter on how to 
raise additional capital. 


The Law Relating to Maneylenders 
(Fourth Edition) 


by The Rt. Hon. Lord Meston 


(The Solicitors’ Law Stationery Society Ltd, 
London. 7os net) 

It is sixteen years since the prev:ous edition of this 
standard book was published but in that interval no 
new principles on the law relating to moneylending 
have been evolved. There have. however, been a 
number of important cases, relating mainly to the 
note or memorandum of the contract and to the 
reopening of harsh and unconscionable transactions, 
and these decisions have been incorporated in the 
new edition. The Rules of the Supreme Court and of 
the County Court, and the Bankruptcy Rules, where 
mentioned, have been brought up to date and the 
statutory rules and orders relating to moneylenders 
are included. There are also twelve interest tables to 
enable moneylenders and their advisers to comply 
with the requirements of the Act by stating in the 
note or memorandum of the loan transaction the rate 
of interest to be charged. 

The edge of husbandry might be considerably less 
dulled if each intending lender and borrower were 
to study beforehand this clear and comprehensive 
work, 


Accountancy Ratios in Theory and Practice 


by Bradbury B. Parkinson, M.Sc.Econ., 
B.Com.(Lond.), А.С.А. 


(Gee & Co (Publishers) Ltd, London. 15s net) 


The author contends that analysis and exposition 
have lagged behind compilation and record in the 
development of standard accourtancy practice, and 
maintains that future techniques will have to make 
more use of such interpretative devices as ratio 
analysis. After two preliminary chapters on its place 
, in modern practice and on particular aspects of tech- 
nique, publication and interpretation, Mr Parkinson 


considers firstly ratios as applied to solvency, capi- 
tal, inventories, sales, debtors and creditors and 
earnings and dividends, and then reviews their appli- 
cation to such problems of management accounting 
as costs and forecasting and budgeting procedures. 
He stresses, in conclusion, that the accountant should 
think in ratio terms generally but that a knowledge of 
certain standard ratios is an essential preliminary to 
acquiring skill in selecting those most suitable in 
individual cases. ` 

This is a most original and- stimulating book, 
written with admirable crispness and clarity. It should 
give coherence and direction to the rather confused 
ideas in many professional minds on a subject 
which, until now, has not received the consideration 
it merits, 


Economics of Industrial Organization 
(Second Edition) 
by A. Beacham, M.A., Ph.D. 
(Sir Isaac Pitman & Sons Ltd, London. 155 net.) 


This interesting study of applied economics examines 
the structure of British industry from the private 
firm to the large-scale organization and considers 
such aspects as location, finance, control and mon- 
opoly. Although written for first-year students, the 
author succeeds admirably in making his subject 
of sufficient interest to hold the attention of the 
general reader. The text of this new edition has been 
revised to include the more momentous happenings 
since the book originally appeared in 1948. 


Studies in British Financial Policy, 1914-25 
by E. Victor Morgan 
(Macmillan & Co Ltd, London. 28s net) 


Events during the last few days of July 1914 in the 
City, then the undisputed financial centre of the 
world, were highly dramatic. The origin of the crisis 
was the drying up of the normal sources of supply 
of sterling to the foreign exchange market so that 
foreign debtors could not settle their accounts in 
London. This started a train of consequences involv- 


‘ing the Stock Exchange, the merchant bankers, the 


discount market, the joint-stock banks and the Bank 
of England itself, which might have led to disaster. 
The Government, however, quickly introduced some 
emergency measures among them a moratorium 
on bills and the issue of currency notes — and equili- 
brium was soon restored. Mr Morgan tells in detail 
the various steps which were taken and discusses 
the effect of the Treasury’s intervention on the 
future monetary policy pursued. He also relates 


‘with considerable skill -and understanding the 


country’s financial system to the international back- 
ground of the difficult years which followed the 
1914—18 war. 
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FINANCE AND. COMMERCE 


There are signs that current high yields are receiving 
some consideration from investors. Here and there 
new buyers have been tempted into the industrial 
equity section but the technical position of the market 
as a whole is such that the slightest volume of support 
brings wide price fluctuation. While the return of a 
few modest buyers is encouraging, the general impres- 
sion is that there are still some hard knocks to come 
for the stock market before any reliable recovery can 
be staged. 

Dental Profits Fall 
The 1951 accounts of The Dental Manufacturing 
Co Ltd, which we reprint this week, record the effect 
of the cessation of free dentures under the National 
Health scheme. Trading profit is down from £332,206 
to £118,059. The fall is borne largely by the tax 
gatherer, however, the figure after taxation and a 
£50,000 credit from taxation account being £88,895 
against £92,172. 

On this point, the report states that in 1949 and 
1950, provision was made for current and future tax 
liability, at that time expected to rise, on profits of 
the record output in those years from the then 
new Blackpool department. Those profits have not 
been maintained and when negotiations with the 
Inland Revenue have been completed, a substantial 
part of the amounts set aside will no longer be 
required. The £50,000 is a transfer on account. 

In some industrial areas, the chairman says, the 
volume of dental treatment dropped 75 per cent and 
in some quarters of the dental profession there still 
exist instances of ‘heavy over-stocking'. The com- 
pany now faces strong competition from foreign 
manufacturers, particularly the Japanese. The Japan- 
ese, says the chairman, ‘have now completely excluded 
us from India by offering dental equipment at 50 per 
cent below. our own cost of production’. 


Seventy-five Years е 


One of the most interesting accounts of the develop- 
ment of a great industry is given in the brochure 
issued by the British Xylonite Co Ltd to mark its 
seventy-fifth anniversary. It is now one of the leaders 
in plastics with over 6,000 employees and an annual 
turnover exceeding £8 million. But in the first eight 
years, the shareholders had lost £30,000 (the original 
capital was £39,250) and had received only one 
dividend of 5 per cent. 

The turning point came in 1885 with the making 
of collars - the older generation will remember the 
days of celluloid collars. Coral jewellery and ladies’ 
combs ‘mounted with brilliants’ hdd been tried in 
turn without success. The description of the business 
of today is in terms of ‘polyvinyl chloride’ and other 
wonders of the plastics age. 

This seventy-fifth anniversary is the occasion for 
the retirement from active daily life of Mr C. F. 


Merriam, the chairman, ‘after forty-seven years of 
happy service’. He joined his father in the business 
founded by his grandfather, in 1905. The brochure 
gives extracts from his father’s private journal 
recounting the early days when they had to scrape 
round for Saturday's wages. There is also an interest- 
ing reproduction from an account book of 1882 in 
the founder's own writing. 


Glynwed Tubes 

The position of Glynwed Tubes Ltd, shown in the 
accounts to December 31st last, is subject to the 
result of a dispute with the Inland Revenue regarding 
the basis of valuation of the stocks of the subsidiary ` 
companies. A note to the group balance sheet draws 
attention to this and points out that 'should the 
authorities succeed in their contention, the provision 
for taxation included above should be increaged 
by a substantial amount, which cannot, at present, 
be accurately ascertained’, 

Mr F. Wallis, the chairman, says that the directors E 
have had the advice of leading counsel in support of 
their basis of valuation. If the Inland Revenue 
succeeds, you will appreciate, he says, that not only 
will the additional taxation involved increase our 
liabilities but, on the other side, there will be a much 
larger addition to our stock values, and the net 
liquid position shown on the balance sheet will be in 
no way impaired. 

And that unfortunately is all that it is necessary 
to say at the moment ~ unfortunately, because for 
those who have a professional interest in disagree- 
ments with the Inland Revenue, especially over a 
matter of stock valuation, the bare facts whet 
curiosity. We take from the chairman's statement a 
table showing, among other things, an unusual 
degree, for these days especially, of profit stability. 





1948 1949 1950 1951 
£ ЈЕ £ £ 

Net Profits before Taxation.. 601,902 601,724 620,277 619,429 

Taxation m $c ae 336,493 310,934 329,523 353,361 
Distributions to Shareholders 

(net E ate 68,750 82,500 110,000 105,000 

Retained Profits 196,659 208,290 180,754 161,068 

£601,902 £601,724 £620,277 £619,429 








Sd 


£943,381 £1,141,215 £1,321,830 £1,461,084 


ЕЕЕ 


Accumulated Reserves and 
Surplus .. oe .. 








Money Market 

With the market reducing its Treasury bill bid to 
£99 75 9d on June 27th, the average discount rate 
rose to a new high level, since the change in monetary 
conditions, of £2 9s o'44d per cent. At the lower 
bid the market obtained 74 per cent of its require- 
ments against 77 per cent the previous week. This 
week’s offer is maintained at £240 million. Total 
applications last week were {302,410,000 against 

£301,065,000 previously. | 
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К THE DENTAL MANUFACTURING COMPANY LIMITED 
Balance Sheet at December 3156, 1951 
1950 1950 
£ £ £ £ £ £ £ 
Share Capital Fixed Assets : 
Authorized: 230,814 Goodwill, at Cost .. 230,814 
5,000,000 Ordinary Shares of Fréehold "Land and Buildings: 
500,000 2s each . EE .. 500,000 Book Value at January [st, 1948, 
niai nA pau 97,485 with additions thereto, at Cost 122,639 
Issued and Fully Paid: А Plant, Machinery, Vehicles, Fixcures 
,663,828 Ordinary Shares of and Fittings (see Schedule 1): 
266,383 2s each .. ka .. РЕ 266,383 Book Value at January Ist, 1948, 
Capital Reserves less proceeds of sales since that 
231,998 Share Premium Account .. .. 231,998 date with additions thereto at 
General Capital Reserve (see 182,999 Cost 230,007 
49,363 Schedule II) ve : .. 49,771 Less Depreciation provided since 
281,361 281,769 23,820 January Ist, 1948 ap 38,179 
Revenue Reserves 159,179 191,828 
130,000 General Reserve .. 180,000 
41,382 Profit and Loss Account .. .. 59,299 487,478 545,281 
171,382 239,299 . Current Assets 
Stock on hand at Cost or under, 
719,126 787,451 as certified by the Managing 
Deferred Liability 325,310 : Director .. 459,988 5 
94,000 Future Income Tax 18,250 Sundry Debtors and Payments in 
Current Liabilities and Previsions 275,151 Advance .. .. 266,581 
280,890 Taxation КЕ 60,040 152,211 Cash at Bank and In hand . 1,858 
Trade Creditors and ‘Accrued 31,073 Investments, at Cost we ws == 
111,954 Charges .. .. 82825 784,445 728,27 
— Bank Overdraft aN 82,360 
22,000 Staff Pensions 21,804 FRANK HAWTIN ја ect 
43,953 Proposed Dividend, less Income Tax 20,978 FRANK С. BAKER f rectors. 
~ 458,797 468,007 
£1,271,923 £1,273,708 £1,271,923 £1,273,708 
Note: Contracts for Capltal Expenditure in respect of Fixed 
Assets not provided for amount to £7,200. 
Profit and Loss Account for the year ended December 315, 1951 
1950 1950 
£ £ £ £ £ 
Directors’ Remuneration: 332,206 Trading Profit .. os x .. 118,059 
1,500 Fees .. 55 DP aC aie 1,125 A Investment Income Se ee an 252 
12,358 Emoluments Sf Ve 0 004794 — Transfer from Taxation Account 7 .. 50,000 
——— 13,858 12,919 
1,000 Past Directors' Pensions $s 1,000 
13,177 Depreciation .. 15,797 
Taxation based on the Profits of the s 
year: 
150,000 Income Tax .. >ë 5 .. 22,500 
А Profits Tax... ki 27,200 
mem 213,000 49,700 
92,172 Profit carried down СЯ m 88,895 
£333,207 £168,311 £333,207 £168,311 
£ £ e£ £ 
10,000 "Transfer to General Reserve D 50,000 92,172 Profit brought down  .. 88,895 
73,255 Proposed Dividend at 15% less Tax .. 20,978 32,465 Balance brought forward at January Ist, 1951; .. 041,382 
Balance carried forward at December 
41,382 Bist, 1951. .. E .. .. 59,299 
#124,637 £130,277 £124,637 £130,277 








SCHEDULES TO BALANCE SHEET 


December 3156, 1951 
SCHEDULE | 


Plant, Machinery, Vehicles, Fixtures and Fittings 


Plane, = achinery Office Fixtures, 


Factory Fixtures 


Book Value at January Ist, 1948, less proceeds of Sales since that 
dace with additions thereto at Cost . 


Less Depreciation provided since January Tst, 1948 


194,075 
3 


£168,282 








Renewals and Replacement of Loose Tools are charged to Revenue, ` 


General Capital Reserve — balance at January Ist, [951 
Add Profit arising on the Sale of Investments 


SCHEDULE П 
Capital Reserve 





Fittings and Loose 
Machinery Vehicles Tools 
£ £ Е 
16,625 18,200 1,107 
4,159 8,227 == 
£12,466 £9,973 £1,107 
a ponent emma 
. 
£ 
.. .. Бе oe we 49,353 
.. .. a we ss 408 
649,771 


СЕ 





Total 
ЈЕ 


230,007 
38,179 


£191,828 
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CURRENT LAW 


Trading with the Enemy 


The plaintif in Vamvakes v. Custodian of Enemy 
Property (Solicitors Journal, April sth, 1952) 
deposited sovereigns in a London bank in 1937. In 
1939 he was living in Roumania and as a result of the 
war was unable to leave until the war ended. In 1941 
the bank notified the gold holding to the Custodian 
and it was vested in him in 1942. The Custodian 
thereupon sold the gold to the Bank of England. The 
plaintiff in due time claimed the return of the 
sovereigns, maintaining that the crediting of his 
account with the proceeds was inadequate. He 
asserted that the sale was improper as the sovereigns 
were not enemy property within the Trading with the 
Enemy Act, 1939, and that he was not voluntarily 
resident in enemy territory. 

Ormerod, J., stated that, in accordance with the 
decision in Re Hatch ([1948] Ch. 592), ‘residence’ 
meant de facto residence irrespective of circumstances. 
The beneficial interest in property vested in the 
Custodian was not suspended and a power of sale 
was to be found in Section 7 (i), (5) and (d), which 
were not mutually exclusive. 


Breach of Contract: Damages 


In Trans Trust S.P.R.L. v. Danubian Trading Co Ltd 
([1952] 1 All E.R. 89), the plaintiffs were buyers of 
steel from a company which had in turn bought from 
another company, buyers from the manufacturers. 
The defendants were buyers from the plaintiffs. 
Neither could find the finance and so the defendants 
undertook as a condition of the sale to procure a 
documentary credit from an American company in 
favour of the second buyers.. The credit was not 
opened and on a claim by the plaintiffs against the 
defendants, McNair, J., held that the latter had broken 
their contract, that the plaintiffs were entitled to 
damages in the amount of their loss of profit, such 
loss having been in the contemplation of both parties. 
He held also that the plaintiffs were entitled to an 
indemnity in respect of any damages they might 
have to pay to the second buyers. The Court of 
Appeal agreed with him as to the plaintiffs’ right to 
damages, but denied them the right of indemnity, 
for there was not evidence to justify the extension’ of 
the principle, applicable to a money claim, to the 
claim in respect of any possible claim by the second 
buyers (Soltcitors’ Journal, May 17th, 1952). 


Breach of Contract: Force majeure 

A contract provided that it should be void as regards 
any quantity (of goods to be supplied) not shipped 
by reason of force majeure within a month of the 
-contract period; also that it should be subject to the 
obtaining of a Brazilian export licence. 

The sellers gave notice within the contractual 
period that, owing to action by the Bank of Brazil, 


they could not ship the goods except at figures 
appreciably above the contract price. 

Sellers, J., held that the sellers were not liable for 
the breach, not by reason of the force majeure exception 
but by reason of the licence clause. In his view the 
raising by the Bank of Brazil of the minimum sale 
prices so far above the contract prices meant a material 
alteration of the terms of the contract so as to render 
it a new contract from the one entered into. (Brauer 
& Co (Gt Britain) Ltd v. Tames Clark (Brush Materials) 
Ltd) (Law Journal, April 25th, 1952). 


Liquidation of Russian Bank 


In Re Banque des Marchands de Moscou (Kou- 


petschesky); Royal Exchange Assurance Co Ltd v. 
The Liquidator (Law Times, May 16th, 1952), the 
Assurance company sued in respect of balances and 
securities held to its credit by the bank on December 
14th, 1917, the date on which the bank was dissolved, 
according to Russian law, by its nationalization by 
the then Russian Government. Vaisey, J., held that 
the decree of nationalization extinguished the rights 
of the company against the bank. There was thus no 
subsisting debt or liability. 


In a similar action, Wilenkin v. The Liquidator’ 


(Law Times, May 16th, 1952), Vaisey, J., found in 
favour of the liquidator. Wilenkin, an expert in 
Russian law, claimed fees and expenses in respect of 
advice given by him in connexion with legal pro- 
ceedings relating to the bank. The learned judge 
held that the bank could not be regarded as in 
existence at the time these services were rendered by 
Wilenkin. 


Foreign Payment: Rate of Exchange 


In East India Trading Co Inc v. Carmel Exporters 
and Importers Ltd (Law Times, May 2nd, 1952), the 
plaintiffs had obtained final judgment in New York 
against the defendants for breach of contract. Between 
the date of the breach and the date of the judgment 
the pound-dollar rate changed. 

Sellers, J., held that the plaintiffs were suing on the 
judgment and were thus entitled to damages in the 


amount of the judgment debt converted into sterling _ 


at the rate existing on the day of the judgment. 


Bankruptcy: Husband and Wife 


A husband deserted his wife, leaving her in the 
matrimonial home, and subsequently became bank- 
rupt. His trustee claimed possession of the house. 
The Court of Appeal denied the claim. The wife’s 
right to stay in the home arose from an irrevocable 
personal licence presumed by the law to have been 
conferred by the husband. The property had passed 
subject to the equities and the wife could not be 


ejected. (Bendall v. McWhirter) (Law Times, May | 


16th, 1952). 
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Sale of Goods – Memorandum ` 


- Sellers agreed to sell to buyers 25 tons of carpet 


he 


3 


4 


thrums and sent the latter a ‘confirmation of pur- 
chase’ containing all the material terms of the contract. 
The buyers did not acknowledge this confirmation, 
` but wrote in addition, ‘If you would send a few tons 
at a time per rail it. will be out of your way . . . as 
we have booked 25 tons with our customer’. 
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Hallett, J., held that this notification referred to 
the contract and, signed by the buyers, supplied a 
recognition of the transaction of which particulars 
were contained in the ‘confirmation of purchase’. 
It constituted, therefore, a sufficient memorandum of 
the sale contract within the Sale of Goods Act, 1893, 
Section 4 (1). (L. D. Turner Lid v. R. S. Hatton 
(Bradford) Ltd.) (Law Times, May 16th, 1952.) 
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TAXATION CASE 


A full report of the case summarized in this column will be published, with Notes on the Judgment, 
| in the Annotated Tax Cases. . 


Commissioners of Inland Revenue v. Dale 
In the Court of Appeal 
May 21st, 1952 
(Before the МАЅТЕК or THE RoLLs (Sir RAYMOND 


EvzRSHED), Lord Justice Brrxerr and Lord 
Justice RoMER) 


Special contribution — Remuneration — Legacy of annual 
payment to trustee of charity — Performance of duties 


* by trustee — Whether annual payment earned income — 


Whether investment income — Income Tax Act, 1918, 
Section 14 (3), Schedule D, Case III, Charging Rule 
Y (a) General Rules 19, 21 — Finance Асі, 1920, 
* Section 33 — Finance Act, 1922, Section 18 — Finance 
Act, 1948, Sections 47, 49, 68 (2). 
This case was reported in the Chancery Division 
at [1951] Т.Е. 209. 


'The respondent was a trustee of the Wellcome 
Foundation, and under the will which established 
that charity the respondent was entitled to £1,000 a 
year free of tax as long as he continued to act as 
trustee, and was not in receipt of remuneration from 
the Foundation. The respondent performed onerous 
duties as trustee. 

The respondent was assessed to special contribu- 
tion on the footing that the £1,000 a year was invest- 
ment income. The Special Commissioners decided’ 
that the £1,000 a year was not derived from a source 
of earned income, and, therefore, that it was invest- 
ment income within Section 49 of the Finance Act, 
1948. i 
Held (reversing the judgment of Mr Justice 
Harman), that the Special Commissioners’ decision 
was correct. 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication, 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


LIFO 
Sim, ~ In Mr Hellyar's interesting article in your 
issue of June 14th, he states: 


‘The criticisms directed against LIFO are broadly 
that . . . “its primary purpose is the evasion or 
deferment of taxation commitments". . . . One 
may agree or disagree with the LIFO method but the 

" suggestion that it is a crude expedient to avoid 
taxation is quite unacceptable.' 

It is interesting to contrast this view with the 
opinion expressed by Mr J. Harold Stewart, C.P.4., 
a Past President of the American Institute, when he 
delivered a paper last September at the Incorporated 

. Accountants’ Course on ‘Recent public accounting 
developments in the United States'. In his paper 
Mr Stewart made the following observations: 

‘In persuading the Treasury to accept it the 
sponsors of the LIFO method of inventory valuation 
maintained that regardless of tax consequences it 
was the preferred method. Much talk was made 
about its being more expressive of the normal flow 
of cost factors. However, in my opinion, the LIFO 
method would not have been widely adopted were 

. it not for its supposed income-tax advantage. . . 


When it becomes disadvantageous tax-wise I think 
we can rely upon the ingenuity of management and 
public accountants to deal adequately with this 
problem. There are several devices which can be 
used by a taxpayer as a means of escape from the 
consequences of LIFO if it becomes necessary.’ 


Yours sincerely, 
London, EC2. R. KETTLE. 


[Mr C. D. Hellyar, ACA. writes: Perhaps I may make 


‘a few comments on the extract from Mr J. Harold 


Stewart’s speech which Sir Russell Kettle has been 
good enough to quote. 

I find no difficulty at all in accepting Mr Stewart’s 
expression of view that А 

‘in my opinion the LIFO method would not have been 

widely adopted were it not for its supposed income- 

tax advantage’. 

It would certainly not be the first time that the spread 
of sound accounting practice has benefited from the 
stimulus of taxation motives. Much of the. growth of 
the accountancy profession in this country between 
the two wars was due to the call for more accurate 
accounts by the smaller business in consequence of 
the rising rates of taxation. А notable recent instance 
has been the demand for proper farm accounts as a 
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result of the transfer of farming assessments from 
Schedule B to Schedule D. 

The essential question, however, is surely whether 
the element injected into profits as a result of inflation 
is a true profit at all and thus a proper subject for 
taxation. 

Mr Stewart further remarked that, when the LIFO 
method becomes disadvantageous tax-wise in the 
U.S.A., the ingenuity of management and public 
accountants can be left to invent some device to escape 
from its consequences. 

As stated in my article, it would be indeed hard on a 
taxpayer if he adopted the Ltro principle for tax pur- 
poses when prices were high without having obtained 
any relief from tax in respect of the past inflation of 
Stocks, and that then there were to be a sharp drop in 
the price level. It is precisely this apprehension which 
has made a number of people in the U.S.A. hesitate 
to adopt LIFO at this late stage in the inflationary pro~ 
cess when the prices of many basic commodities have 
already weakened or shown signs of weakening. This 
is surely a sound and legitimate reason. At the moment 
an amendment to the Internal Revenue Code is being 
sponsored in the United States to permit valuation of 
inventories at 'LIFO cost' or market value, whichever 
is the lower, and this would make the dilemma disappear 
to a large extent. Whether this could be termed a 
‘device’ I do not know, but in its context it seems 

-extremely fair. It also appears to be consistent with the 
accounting principle of cost or market value, whichever 
is the lower.] 


Sir, – I agree with much of Mr Hellyar's article in 
your issue of June z4th on the LIFO method of stock 
valuation, especially his condemnation of the sugges- 
tion that it is a crude expedient to avoid taxation. 

Appendix A, giving an example of quantity 
matching LIFO, shows to my mind how easily LIFO 
can be worked with a standard costing system for 
materials, Basis (b) on page 618, where the stock in 
excess of 1,000 units is valued at the cost of the 
first 350 units purchased during the period, results 
in a material price variance being written off which is 
the excess cost over standard of the last 400 units 
purchased. 

The position might be shown thus with standard 
cost of material at {10 per unit: 

Standard 


























Quantity coi Variance Total 

| | £ 
Opening stock 1,000 10,000 — 10,000 
Purchases 750 7,500 2,300 9,800 
1,750 17,500 2,300 19,800 
Cost of sales 400 4,000 1,450 5,450 
Closing stock 1,350 £13,500 £850 £14,350 











Basis (а), however, with a standard set at Дто, is 
an example of standard costing with riro. In the 
absence of a standard cost system it would seem 
difficult to describe it as LIFO or FIFO but as some- 
thing between the two in time. 

Though this is obviously a simple example, a great 
deal can be done to calculate a material price variance 
on a LIFO basis by comparing the material cost of the 
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standard cost of sales with the variance on the latest 

purchases and the standard cost of these purchases. 

Yours faithfully, 
D. G. A. 


Stockport, Cheshire. OWEN. 


Accounting for Deflation: Recommendation XV 
Sir, – Assuming the cost of replacing assets is rising 
and fixed assets are shown in the balance sheet at 
cost, less provision for depreciation computed on 
original cost, then we almost seem to have reached 
the stage where we are perhaps prepared to accept 
the equity being shown as, say: 





+ 
Issued share capital 10,000 
Add Capital reserve to cover increased 
cost of replacing assets arising from 
fali in sterling purchasing power 
(.. fall in purchasing power of the 
nominal value of issued share capital) 5,000 
£15,000 


In this case the transfer to capital reserve reduces 
the divisible profit. 

Assuming on the other hand that the cost of 
replacing assets is falling; some thought is required 
before one can view with equanimity rather than 
consternation, the equity being shown as: 








£ 

Issued share capital 10,000 
Deduct Capital ‘dis-reserve’ ‘to cover 
decreased cost of replacing assets 
arising from rise in sterling pur- 
chasing power (.". rise in purchasing 
power of the nominal value of issued 

share capital) B 5,000 

£5,000 

In this converse case the 'de-reservation', it would 


seem, should logically augment the profit balance. 

In both cases, assuming correct computation, the 
purchasing power of the equity is the same – pur- 
chasing power of the capital in terms of the intrinsic 
real value of the assets has been maintained, yet one 
has difficulty in not feeling that the wording and the 
figures are topsy-turvy. No one is entirely immune 
from the deep-rooted hold of the ‘money illusion’. 

The latter situation would, of course, only arise 
where there were no existing reserves to be drawn on. 
At such a point in a period of deflation the economic 
concept and the legal position might meet with a 
resounding clash, particularly if ‘provisions’ were 
substituted for ‘reserves’ in both cases. In this illus- ` 
tration, assuming that legally it is essential to main- 
tain the original monetary capital intact before profit 
distribution, what would seem necessary, would be 
to require the augmented profit balance to be with- 
held and allocated to a separate compensating 

*capital reserve'. 

Ín Recommendation XV the Council of the 
Institute appears to have a somewhat similar situation 
in mind, and it is doubted whether it is entirely 


X. 


od 


wY 
A- 
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justified in inferring that methods which might be. 


considered suitable for a period of inflation must 
therefore be entirely ruled out under deflationary 
conditions. 

Tt is none the less agreed that in such circumstances 
much more is involved than merely finding appro- 
priate terms and book entries to cover such purchasing 
power movements. 
ДУ Yours faithfully, 


Manchester. J. A. SCOTT. 


An Appeal for Simple Wording 


Sir, ~ Whilst I would venture whole-heartedly to 
endorse Sir Russell Kettle’s plea to your correspon- 


_ dents in your issue of June 7th, perhaps I may be 


forgiven for completing his quotation from Goldsmith: 
‘While words of learned length and thund’ring 
А sound 
Amazed the gazing rustics ranged aroundV 


In so far as Sir Russell himself is concerned, I 
should prefer to proceed a little further into The 


. Deserted Village, and to confess that: 


‘,.. still the wonder grew 
That one small head could carry all he knew.’ 


Yours faithfully, 


London, N10. M. BARRADELL, A.C.A. 


What Should the Accountant Do ? 


Sir, - In brief reply to ‘B.Com., C.A.', who writes 
in your issue of June 21st, our opinion is as follows: 

The accountant is instructed by his client and acts 
for him, but the accountant’s first duty is loyalty to 
the spirit of accuracy, so far as this is humanly 
possible; this loyalty involves advising the client on 
points of law and discussing figures, penalties, dis- 
closures, etc. There can always be a ‘come-back’ in 
the years ahead if something is not properly tied up 
in the present. Clients reluctant to tell us everything 
relevant are nowadays quietly forgotten. In these 
days of high taxation, practitioners should ensure 
that adequate assessments emerge, neither more nor 
less, and this is only fair to Р.А.Ү.Е. people who are 
unable to charge doubtful items against their earnings. 


‘If all taxpayers were honest, the standard rate would 


presumably not need to be 9s 6d. 
Yours faithfully, . 
HARRICO EDMOND. 


Sm, ~ In reply to ‘B.Com., C.A.’s’ letter in The 
Accountant of June 21st, course (a) should unhesitat- 
ingly be’ adopted in both problems mentioned. I 
give my reasons: е 
(х) Accountants hold a position of trust as between 
taxpayer and the Inland Revenue. ' 
(2) Both the taxpayer and the Inland Revenue rely 
on accountants as men of integrity and ability. 
This high standing should be valued and pre- 
served at all times. 
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. (3) As regards 1 (b) it merely suggests ignorance 
and incompetence to send in accounts without 
comment to ‘see what happens’. A properly 
prepared case is far more likely to find reasonably 
generous treatment than if the Inspector is the 
first to raise the point. | 

(4) As regards 2 (b) I would point out that the 

Statute of Limitations does not apply to Crown 
debts. 

For these reasons I maintain that, while every 
possible claim should be pressed to the utmost, 
nothing in the nature of concealment should ever be 
considered. 

Yours faithfully, 
J. R. P. 


SIR, – We should like to carry the matter raised by 
*B.Com., C.A.’ in your issue of June 2186, a little 
further. 'The problem which has arisen in this office 
on a number of occasions in past years is this — in 
dealing with a repayment claim a computation is 
sent to the Inspector of Taxes setting out the amount 
claimed and the Inspector ignores the computation 
and makes a repayment in excess of what should have 
been repaid direct to the client without further 
correspondence regarding the computation. In the 
cases upon which we are commenting we are quite 
satisfied that the repayment by the Inspector was 
wrong and we have dealt with the matter by informing 
our clients of this fact and that they might be called 
upon to repay the amount overpaid at some future 
date. We have found that it appears to be almost a 
general practice of the Revenue to make a repayment 
without agreeing the amount with the accountant. 
Yours faithfully, 
SEEANCO. 


Sir, – I write in support of the views expressed by 
*B.Com., С.А. (issue June 21st). 

We prepare a detailed computation of our adjusted 
profits, and determine and add back expenditures of 
a capital nature charged to income – and add them to 
the capital allowances schedule — and then set out to 
describe items like plant rearrangements, which we 
believe to be of an allowable nature, in such a way 
as to enable the Inspector quickly to grasp the purport 
of the description and, we hope, agree with our 
submissions. 

We have never had any difficulties at all and we 
would not for one moment consider hiding in the. 
computation – and therefore seeking to claim -any 
item of expenditure which we know to be disallowable 
for tax purposes. 

Ré tax payable and overdue, we are concerned with 
keeping our accounts in order and on a current basis 
—and we have in the past directed the attention 
of the Inspector to unassessed or overdue items, so 
that we could effect payment. 

Yours faithfully, 
W. F. EDWARDS, 
Director and Treasurer, 
GENERAL Motors Lr» 


London, SW1. 
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THE ROYAL COMMISSION 
ORAL EVIDENCE FROM THE STOCK EXCHANGE 


At a public session held at the hall of the Society of 
Incorporated Accountants on June 24th, the Royal 
Commission on the Taxation of Profits and Income 
heard oral evidence from Mr H. B. Turle, on behalf 
of the Council of the Stock Exchange, London. 


Profits tax and the Financing of Companies 


The chairman referred to the statistics of capital raised 
by public issues in the years 1947 to 1950 which had 
been reproduced in the Council’s memorandum to 
show the effect of profits tax on the capital structure 
of companies. He put it to the witness that these figures 
were not representative of capital required for industry 
as a whole: there were stringent stock exchange require- 
ments which made it difficult for a new venture to 
obtain capital by means of a public issue. Witness 
agreed that persons starting a really new venture 
. would be expected to prove it before they came to the 
public for finance. In general, it was only mining ven- 
tures which began with a public issue, and these had 
strong backing in other ways. A more common case 
of a public issue was that of a prosperous private com- 
pany becoming a public company with the object of 
raising money to pay the estate duty which would 
become payable on the eventual deaths of the principal 
shareholders. 

Mr Crick, a member of the Commission, referring 
to the figures mentioned above, said that. the corre- 
sponding figures for 1951 showed much the same 
trend but it was not so pronounced. Did the witness 
regard this distortion of capital structure as a result 
of profits tax as being a serious matter? Witness said 
he did. A company with a proportionately large equity 
capital and little loan capital could easily raise money 
in bad times; if it were heavily in debt it would be in a 
weaker position. 

Mr Crick then asked whether, supposing this deter- 
rent to equity capital were removed, there existed a 
fund of money which would become available for 
investment in ordinary shares. Witness replied that 
there was no such fund because the private investor 
was gradually disappearing because of the weight of 
personal taxation, and the swing was to the institutional 
investors. These, however, were restricted in the 
amount they could invest in equity capital. He agreed 
that this situation would not be cured by making 
preference dividends deductible for profits tax and 
ceasing to treat them.as distributions. The present 
manner of financing was a combination of ploughing 
back and institutional investment. 

Asked by Mr Crick if there was any objection to 
that method, witness said that some two years ago 
figures had been published in The Economist to show 
that the capital equipment of industry was running 
down. Moreover, the concentration of equity capital 
in the hands of institutional investora was unhealthy 
in that it placed them in a dictatorial position in the 
country’s economy. 


Capital Gains Tax 


The chairman referred to a further memorandum 
which had been put in by the Stock Exchange to show 
the course taken by the prices of leading equity shares 


in this country in the twenty-four years from 1928 
to 1952. They showed on the whole a gain of some- 
thing like 14 per cent. On the other hand the pur- 
chasing power of the pound sterling had fallen heavily 
in that period. 

Asked to amplify the assertion in the original memor- 
andum that a capital gains tax would accentuate 
booms and slumps, witness said it seemed to be a 
logical inference from the facts. Of course not every- 
one in America subscribed to the view that that was 
the effect of the capital gains tax there. The figures for 
1929 and 1932-33 supported the assertion. The tax . 
had given an enormous yield in 1929 and had shown 
an enormous loss in 1932 and 1933. He agreed with the 
chairman, however, that there had been other and 
more potent influences making for past booms and 
slumps in America. 

Witness mentioned another objection to a capital 
gains tax. When a new issue was floated it had been 
the practice in the past for stock jobbers to take up a 
large quantity of the shares. Taxation had reduced the 
available reserves of these operators and therefore 
their ability to take up shares, A device had grown up 
of offering the shares to certain persons on the under- 
standing that they could sell them back at a profit. A 
capital gains tax would put an end to that. 

Mr Millard Tucker asked whether the Council had 
considered capital gains other than those arising from 
the acquisition and disposal of assets; for instance, 
compensation for loss of office, which at present was 
normally outside the scope of income-tax. Witness 
said they had confined themselves to the question of 
dealing in property, particularly securities and shares. 
Mr Millard Tucker put it to him that the statement 
‘One man’s profit is another man’s loss’ was not 
necessarily correct. A profit might be made on a sale, 
but the purchaser might be content to retain the asset 
permanently. | 

Witness told Mr Millard Tucker that in general 
when prices fell investors tended to hold on to their 
stock in the hope of a recovery, rather than to sell and 
cut their loss. Speculative dealing was not common 
among people with small means. Purely speculative 
buying and selling was mainly the preserve of men of 
large means. Asked about ‘stags’, witness said that 
when there were indications that a new issue would be 
over-subscribed, a great many people try to stag it 
and make a small profit. They were a nuisance in a 
strong market but it was difficult to eliminate them. 
The new provisions of the Companies Act, 1948, 
had helped a good deal to check them. Mr Millard 
Tucker observed that a capital gains tax might cut 
down stagging. 

On the question of the effect of a capital gains tax 
in relation to booms and slumps, Profesor Hicks 
pointed odt that the memorandum submitted by the 
Council took only the seller’s viewpoint. Would not a 
capital gains tax deter the buyer from buying when 
prices were rising and thus help to keep prices down? 
Witness thought not, in the ordinary case, but agreed 
that the speculator would be deterred. 

Mr Kaldor, another member of the Commission, 
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put a number of questions to witness: their general 


~ purport was that the very ease with which investments 


a 


could be bought and sold was itself the main cause of 
recurring booms and slumps, that although the 
activities of some speculators tended to iron out the 
. corrugations, those corrugations to a large extent came 
about as the result of the activities of other speculators, 


ORAL EVIDENCE 


The Royal Commission held a further public session 
on June 27th at the hall of the Society of Incorporated 
Accountants, when questions were asked of Messrs 
R. F. Harrod (Christ Church), P. J. D. Wiles (New 
College), and T. Balogh (Balliol), all of whom had: 
submitted memoranda to the Commission. 


P.A.Y.E. 


Mr Harrod answered questions about his scheme to 
amend P.A.Y.E. for every worker under £1,000 a 
year by substituting a constant deduction, based on 
his domestic circumstances as applied to his standard 
earnings, so that earnings from extra effort would be 
tax free. The chairman quoted criticisms of the 
scheme by the Inland Revenue on the ground of 
*inequity. Mr Harrod said there was more inequity at 
present since the greater a man's zeal to aid the pro- 
duction drive, the greater his total burden of tax. 
Asked whether the scheme were really practicable in 
our complex society, where wage rates constantly 
changed, he agreed there would be an administrative 
burden but much of the existing P.A.Y.E. burden 
would go. Fixing standard wages for everyone was a 
task which could be exaggerated. 'There were already 
wages councils and other complex machinery which 
fixed wages, as under the Catering Wages Act. 'T'his 
machinery could be used; it would be the Revenue's 
function to see there was no collusion to evade tax by 
fixing low and unreal standards. 

.Miss Sutherland, a member of the Commission, 
pointed out that minimum wages fixed by such machin- 
ery were not necessarily any guide to actual average 
earnings; she gave hairdressing as an example. Sir 
Geoffrey Heyworth, another member, drew attention 
to practices in certain industries whereby there were 
frequent transfers of workmen from one grade to 
another. ` 

A third member, Mr Woodcock, put the case of the 


- workman who was prevented from achieving even the 


standard wage of his job because of raw material 
hold-ups or bad weather. If extra effort was to be 
singled out, why tax the coal-miner at the same rate 
as the man who merely stood by a machine, and what 
would be the position of a head waiter whose standard 
wage bore no relation to his total earnings? How 
would Mr Harrod deal with a valid agreement that 
the standard week in an industry was to be twenty- 
four hours? Mr Harrod said he did not think such a 
thing would happen but the Inland Revenue could 


4, have power to deal with it. He agreed with Mr Bullock, 


another member, that the lack of sustaining food was 
a factor in the disinclination to work overtime. 


Capital Gains 
.Mr Harrod said it was irrational to tax isolated realized 
capital gains; ideally, the taxpayer would produce an 
annual balance sheet to show the current value of all 
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In those circumstances, were not restrictions on 
stock exchange transactions, whether in the form of a 
capital gains tax or of heavy transfer duty, socially 
beneficial in that they tended to prevent violent 
fluctuations? Witness did not agree; speculators formed 
a buffer to these fluctuations because they usually 
went against the popular trend. 


BY ECONOMISTS 


his capital assets, but it was impracticable. Capital 
gains were the reward of risk-taking; any certain 
future appreciation in the value of an asset was reflected 
in the price one paid for it now. He agreed that a heavy 
sur-tax payer could gain by buying such assets but 
for most sur-tax payers it would not be worth while. 

Certainly capital losses should be allowed, even 
against ordinary income, so the net revenue from the 
tax on capital gains would be small. 


Profit Computations and Changes in the 
Value of Money 


The witness confirmed that he was against complicated 
schemes for mitigating the effects of inflation. They 
only obscured the plain fact that inflation itself should 
be avoided, 

Replacement Cost Basis 


The chairman questioned Mr Wiles on his memo- 
randum supporting the adoption, for tax purposes, 
of the replacement cost basis in computing depreciation 
on fixed assets. Mr Wiles said that his price index, by 
which the current normal depreciation would be 
multiplied, would be made up of three main con- 
stituents: raw materials, labour, and fixed assets. He 
agreed that the replacement fund might be so invested 
that it did not in the event suffice to finance the replace- 
ment, but that would be the fault of the taxpayer. He 
agreed with Sir Geoffrey Heyworth that in most cases 
the fund would be ploughed back into the business in 
the form of stock and current replacements, so that 
there would in fact be a hedge against further inflation. 
Mr Wiles’ premise that depreciation based on 
historical cost gave an unfair advantage to the firm 
with recently purchased fixed assets was strongly con- 
tested by Mr Kaldor, an economist member of the 
Commission. Mr Kaldor said in effect that the higher 
allowances to the firm with recently purchased assets 
simply reflected the fact that that firm had had to pay 
more for them. To this Mr Wiles said that the increased 
price paid was a reflection of the fall in the value of 
money; it was wrong to measure in money terms, since 
money had different values at different times. Current 
depreciation was all given in money at its current 
value, but it was computed by references to cost prices 
іп monzy of very varying value, depending on the 
point in time when the particular asset was purchased. 
That was wrong in equity and it distorted the economy. 
To Mr Kaldor’s questions as to. the corresponding 
advantage to a firm using borrowed money, Mr Wiles 
said that people lent and borrowed money with their 
eyes open. If it was considered relevant, he would be 
prepared o means of adjusting for it. 


FIFO, LIFO and NIFO 
On the subject of stock valuation, Mr Wiles explained 
to the chairman that NIFO (next in, first out) meant 
valuing stock at its current replacement cost. It was 
a more logical method but the current practice of 
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FIFO, although illogical and against the trader’s interest, 
was valuable i in retarding the inflation spiral. Accord- 
ingly, he was in favour of retaining it. 


Social Justice 


Questioned by the chairman, Mr Balogh agreed that 
when he discussed social justice in his memorandum 
on tax and incentives, he was getting into a highly 
debatable field. In an imperfect world, income-tax was 
a good instrument for evening out income inequalities. 
The chairman asked his views on certain professions, 
such as that of lawyer, where it was possible for very 
high remuneration to be earned. Mr Balogh said such 
questions could be dealt with directly, rather than by 
the medium of taxation. 


Earned and Unearned Income 


On Mr Balogh's suggestion that unearned incomes be 
taxed more heavily, and that earned income relief be 
extended, the chairman pointed out that in this 
country the enjoyment of large private incomes had 
enabled gifted individuals to render valuable but 
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unpaid services to the State and to the public. Heavier 
taxation might reduce those services. Mr Balogh did 
not think that this possible effect was very important. 
He told Professor Hicks that he had not considered a 
precise definition of earned income. 


The Lower-paid Worker 


Mr Balogh told Miss Sutherland that he thought Mr 
Harrod's scheme quite impracticable in this country. 
About nine-tenths of all taxpayers together produced 
only one-sixth of the income-tax yield. It was clearly 
wasteful to keep them in the income-tax field. The loss 
of tax could be made up by indirect taxes on such 
things as tea. Alternatively, the disincentive effect of 
P.A.Y.E. could be reduced by concentrating repay- 
ments into fixed dates. 


Accounting in Inflation 
Mr Balogh thought that the various suggested schemes 
for computing profit in times of inflation were im- 
practicable. 


NOTES AND NOTICES 


Index to Volume CXXVI: January-June 1952 


The general index to this volume – January-June 
1952, Volume CXXVI – is published with the present 
issue. 'The parts of this volume, with the index, can 
now be sent for binding. 


Personal 


Messrs Evans, PHELps & Co, Chartered Accountants, 
of 3 Queen Square, Bristol, 1, announce that the 
partnership subsisting between Mr FREDERICK EVANS, 
F.C.A., and Mr RICHARD PHELPS, B.A., A.C.A., has been 
dissolved by mutual consent as from June 3oth, 1952. 
Mr F. Evans is taking his son, Mr Epcar F. Evans, 
A.C.A., into partnership as from July 1st, 1952, and is 
continuing the practice at 3 Queen Square under the 
style of Evans & Co. Mr R. PHELPS is entering into 
partnership as from July rst, 1952, with Mr MORGAN 
R. DAVIES, F.A.LA., .F.C.LS., in his practice at 18а 
Park Street, Bristol, which will, in future, be carried 
on under the style of Morcan Davies, PHELPS & Co. 

Messrs DEARDEN, Спадат & Co, Chartered 
Accountants, of Croxley House, 14 Lloyd Street, 
Albert Square, Manchester, 2, announce that Mr 
GERALD W. JACKSON, А.С.А., and Mr J. STEWART 
"TAWSE, C.A., have been admitted as partners in the 
firm as from July rst, 1952. Mr Jackson has been а 
managing clerk with the firm for some years and Mr 


Tawse has had wide professional and commercial. 


experience over the last twenty years. The style of 
the firm remains unaltered. 

Messrs W. Lacon THRELFORD & Co, Chartered 
Accountants, of Liverpool Housg, 15-17 Eldon 
Street, London, EC2, announce that Mr A. M. 
MEADES, F.C.A., is retiring from practice to take up a 
commercial appointment, and that therefore the 
partnership between Mr Т. G. THRELFORD, F.C.A., 
and Mr A. M. Mxanzs, F.c.a., has been dissolved 
by mutual consent as from June 3oth, 1952. Mr 


THRELFORD will continue to carry on the practice under* 
the same style as heretofore from the same address. 


Messrs SMITH & HARTING, of 14 Queen Victoria · 


Street, London, EC4, announce that the name of 
Mr S. Hanorp SMITH, F.C.A., their senior partner, 
has been omitted from the list of members of The 
Institute of Chartered Accountants in England and 


` Wales for 1952, as a result of a misunderstanding. 


Messrs BALL, Baker & Co, Chartered Account- 
ants, of Spencer House, South Place, London, EC2, 
announce that their senior partner, Mr F. N. 
GAMMIDGE, F.C.A., retired on June 3oth, after thirty- 
nine years in practice. As from that date the practice 
is being continued under the same name by Mr W. R. 
TOMKINSON, T.D., M.A, F.C.A, Who is making 
arrangements to admit another partner or partners at 
an early date. Mr F. N. GAMMIDGE will continue for 
a time in an advisory capacity. 

Messrs Curtis, JENKINS, CorNWELL & Co, 
Chartered Accountants, of Bristol, have pleasure in 
announcing that Mr PETER FAIRFAX RENDELL, M.A., 
A.C.A., who has been a member of their staff since his 
return from war service, has been admitted into 
partnership as from July 1st, 1952. 

Messrs McCann, BENTLEY & Co, of Abbott 
House, 1 and 2 Hanover Street, Wr, announce that 
the partnership consisting of Mr H. A. McCann, 
F.C.A., Е.5.А.А., Mr А. W. BENTLEY, F.C.A., and 
Mr R. J. BLINCOW, A.C.A., Was dissolved as at 
June зоё, 1952. From July 1st, 1952, the practice 
is being carried on by a partnership consisting of 
Mr Н. A. McCann, Mr А. W. BeNTLEY, Mr R. J. 
Buincow and Mr T. MORGAN, А.5.А.А. The name and 
address of the firm remain unchanged. 


Professional Notes 


Mr C. I. R. Hutton, C.A., has been appointed a: 
director of the British Tyre & Rubber Co Ltd. 


у. 
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Mr C. T. H. Watson, a.c.a., has been elected a 
director of Acton Bolt Ltd. He retains the secretary- 
ship which he has held for the past twelve years. 

Mr J. H. Johnson, A.c.4., the Secretary. of Ralli 
Brothers Ltd since its incorporation in 1931, retired 
from the company at the end of June. He has been 
succeeded by Mr F. Fielding, a.c.a. 

Sir Richard Yeabsley, C.B.E, F.C.A., FS.AA, а 
partner in the firm of Hill, Vellacott & Co, has been 
elected deputy-chairman of Brown Brothers Ltd. 


In Parliament 
STATUTORY SUPERANNUATION SCHEMES 

Captain RYDER asked the Chancellor of the Exchequer 
the total number of employees, other than those in 
Government employment, who are members of any 
of the following types of superannuation scheme: a 
statutory superannuation scheme; a superannuation 
fund approved by the Commissioners of Inland 
Revenue under Section 32, Finance Act, 1921; a 
superannuation scheme approved by the Commis- 
sioners of Inland Revenue under Section 21, Finance 
Act, 1947, and an excepted staff assurance scheme. 

Mr BUTLER: Accurate informaticn is not available, 
but a rough estimate is that the total is about 
42 million. 

Hansard, June 20th, 1952. Written Answers, Col. 130. 


* 


£ Scots: VALUE 
Mr Мітсніѕом asked the Chancellor of the Ex- 
chequer what is the value of the £ Scots, in English 
currency, for the purposes of the qualification of the 
General Commissioners of Income Tax. 
Mr R. A. BUTLER: One-twelfth of a £ sterling. 
Hansard, June 24th, 1952. Written Answers, Col. 162. 


INcoME 'l'Ax PAYERS 
Mr Lewis asked the Chancellor of the Exchequer 
the total number of persons paying income-tax in the 
year ended April 1952; and what number he antici- 
pates this will be reduced to in the year ending April 


_ 1953, by reason of the implementation of his Budget 


proposals. 

Mr R. А. BUTLER: On the level of incomes ruling 
in April 1952, the total number of persons paying 
intome-tax would have been 16 million. The Budget 
proposals will reduce this to 14 million. 

Hansard, June 24th, 1952. Written Answers, Col. 162. 


TRINIDAD: TAXATION RATES 
Mr Ducpate asked the Secretary of State for the 
Colonies the rates of income-tax, sur-tax and company 
tax payable in Trinidad. 
Mr LYTTELTON: On April 23rd information about 
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rates of tax in thirty-nine Colonies was given in reply 
to the right hon. Member’s question. I regret that 
the details for Trinidad were incorrectly stated. 

The tax on companies in Trinidad is 8s in the 
pound. For income-tax on individuals, the minimum 
allowance is £250. Rates are on a progressive scale, 
starting with 2s in the pound on the first £208 of net 
chargeable income and increasing to 18s in the pound 
on net chargeable income over £13,750. 

.Hansard, June 25th. Written Answers, Col. 178. 


Institute of Cost and Works Accountants 


The third summer school of the Institute of Cost and 
Works Accountants will be held at St Catharine's 
College, Cambridge, by courtesy of the Master and 
Fellows, from the afternoon of Monday, September 
22nd, until lunch time on Saturday, September 27th. 
The subjects of the papers and the speakers will be” 
as follows: 

Tuesday, September 23rd: “The productivity of the 
office worker’, by Mr H. A. Simpson, F.C.W.A., 
F.C.LS. 

Wednesday, September 24th:‘Office mechanization’, 
by Mr H. H. Norcross, F.C.W.A. 

Thursday, September 2 5th: ‘Budgeting procedures’, 
by Mr C. A. Herring, F.c.w.a. 

Friday, September 26th: “The application of elec- 
tronic computers to accountancy in the industrial 
field’, by Mr B. B. Swann, в.ѕс.(ЕСОМ.), B.COM. 

Saturday, September 27th: A paper by Mr Graham 
Hutton, 0.B.E., B.SC.(ECON,). 


As at the previous schools, the system of group 
discussion upon the papers will be adopted, the 
School reassembling later in the day for the presenta- 
tion of group reports to the speaker, who will reply 
to the general discussion. 

At the formal dinner in Hall on the last evening 
(Friday, September 26th), it is expected to have 
present a number of distinguished guests from the 
University, industry and the profession. | 

"The list of applications for places at the school is 
still open. The charge, inclusive of accommodation, 
from Monday afternoon to PERSA afternoon, is 
£8 8s od. 


Chartered Accountants’ Golfing Society 
MATCH WITH LONDON SOLICITORS 
The annual match against the London Solicitors’ 
Golfing Society was played at Sunningdale on 
Saturday, June 7th, and resulted in a win for the 
Chartered Accountants’ Golfing Society by five 
matches to three. This was the first victory to be 
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gained by the chartered accountants since the 
matches were resumed after the war. 

Play was by foursomes on level terms, the first 
round being played on the Old Course and the 
afternoon round on the Jubilee Course. 

In the first match, the chartered accountant pair, 
M. T. W. Easby and J. B. P. Williamson, beat 
P. Marriage and C. Davenport, four and three, 
and were one over fours when the match finished. In 
the second match, W. S. Hayes and J. B. Pittman 
were three down with four to play, but managed to 
win on the last green. 

For the solicitors, H. W. Meabey, who recently 
won the scratch prize in the Solicitors! Meeting at 
Porters Park, overcame T. W. Auker and C. T. 
Digby-Jones playing by himself, his partner un- 
fortunately did not turn up. 

In the afternoon over the Jubilee Course, Easby 
and Williamson repeated their win of four and three 
over Marriage and Davenport, and with Beresford 
and Webb winning by six and five against Hutchings 
and Patey, the chartered accountants finished the day 
by winning five matches to three. 

The detailed results were as follows: 


Founsowzs: OLp Course (Morning Round) 
M. T. W. Easby and J. B. P. Williamson beat 
P. Marriage and C. Davenport (4/3) 
W. S. Hayes and J. B. Pittman beat 
F. R. Furber and H. G. Collins (1 hole) 
T. W. Auker and С. T. Digby-Jones lost to 


H. W. Meabey 
J. Beresford and D. E. Webb beat 
B. L. B. Hutchings and B. M. Patey (3/2) 
Foursomes: JUBILEE Course (Afternoon Round) 
M. T. W. Easby and J. B. P. Williamson beat 
P. Marriage and C. Davenport (4/3) 
W. S. Hayes and J. B. Pittman lost to 
F. R. Furber and H. G. Collins (2/1) 
'T. W. Auker and C. T. Digby-Jones lost to 
H. W. Meabey and M. Charlton (1 up) 
J. Beresford. and D. E. Webb beat 
B. L. B. Hutchings and B. M. Patey (6/5) 


MATCH WITH Bar GOLFING SOCIETY 

The annual match against the Bar Golfing Society 
was played at Woking on Saturday, June 14th, and 
resulted in a win for the Chartered Accountants’ 
Golfing Society by eight matches to three. Play was 
by foursomes in the morning on level terms, in which 
series the Chartered Accountants’ Golfing Society 
won each match and finished the morning five up on 
the Bar. 

In the second series, which was played in the 
afternoon, each Chartered Accountant Golfing Society 
pair ceded two bisques to their opponents, and this 
resulted in an even result, each side winning three 
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matches, It was so enjoyable a day that next year’s 
date was decided on the spot: it will be Saturday, 
June 13th, again at Woking. 

The detailed results were as follows: 


Morning: 2 
S. G. Sillem and J. B, P. Williamson bea 
Mr Justice Wilmer and J. Richardson (2/1) 
J. Beresford and J. B. Pittman beat 
E. Milner-Holland, Q.C., and J. Elson-Rees (2/1) 
T. W. Auker and M. Browne beat 
R. E. Seaton and W. J. Glover (2 up) 
W. S. Hayes and J. R. Darby beat 
O. Miller and A. Campbell (5/4) 
R. D. Henderson and H. R. Stacey beat 


C. N. Shawcross, Q.C., and С. Craske (6/5) | 


Afternoon: 


S. G. Sillem and J. B. P. Williamson lost to 
E. Milner-Holland, Q.c., and J. Richardson (1 hole) 
R. D. Henderson and H. R. Stacey beat 
J. Elson-Rees and R. E. Seaton (4/3) 
T. Beresford and J. B. Pittman lost to 
Mr Justice Wilmer and G. Craske (4/3) 
W. S. Haves and J. R. Darby beat 
O. Miller and A. Campbell (3/2) 
T. W. Auker and M. Browne beat 
C. N. Shawcross, Q.C., and — Willett (5/3) 
R. Elcombe and E. Grant lost to 
W. J. Glover and J. C. Cooke (4/3) 


Royal Commission on the Taxation of Profits 
and Income 

Further public meetings of the Royal Commission 

have been arranged as follows: 

Friday, July 1rth — Evidence from: Fabian Society; 
Sir Henry Clay; Trades Union Congress. Friday, 
July 18th — Evidence from: The Institute of Chartered 
Accountants in England and Wales; General Council 
of British Shipping. Friday, July 25th — Evidence 
from: Association of British Chambers of Commerce; 
Professor R. G. Hawtrey, c.8.; Society of Incorpor- 
ated Accountants and Auditors. Friday, August rst — 
Evidence from: Federation of British Industries; 
Mr G. Crowther and Mr R. Bird. 


All meetings will be held in Incorporated Account- 


ants’ Hall, Temple Place, Victoria Embankment, 
London, WC2, at 10.30 a.m. 


The International Congress 


On page 687 of our issue of June 28th, the name of Mr E. 
R. Kermode is incorrectly given as Kearneau. 


Recent Publications 


How THE Суп. Service Works, by Bosworth Monck. 
vi + 238 pp. 84 X 5%. 25s net. Phoenix House Ltd, 
London. : 

GUIDE TO Income Tax, by N. E. Mustoe, M.A., LL.B. 
xv + 339 pp. 84 X 54. 315 6d net, 32s 5d by post. 
Butterworth & Co (Publishers) Ltd, London. 
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ACCOUNTANTS' SALARIES 


CCOUNTANTS in the Civil Service are divided into two 
groups. By far the larger, numbering some thousands, is 

made up of those who are recruited, at the age of 18 or 19, 

by competitive examination and who progress through the various 
grades to executive positions in the Administrative class. Their 
principal duty is to look after the vast domestic side of Govern- 
ment finance, accounting and auditing and their contact with the 


· broader world of commerce and industry is slight. The second 


group consists of qualified accountants who, because of their 
professional training and practical experience, are engaged by 
those Government departments with outside business and com- 
mercial interests. These accountants enter the Civil Service 
between the ages of 25 and 35 and their numbers vary with the 
needs of the times. At present theré are about 500 employed, 
rather more than half of whom are established. 

This small outpost of the profession has, since 1946, been known 
in the Civil Service organization as the Professional Accountant 
class and is divided into five grades. The lowest is the Accountant 
grade in which new entrants are initiated into the workings of 
their departments. Salaries range from [500 (at 26) to £750. The 
Senior Accountant grade deals with day-to-day business and the 
scale of pay is £750-£950. The duties of the Chief Accountant 
grade (£1,000-£1,160) are chiefly supervisory and lead, through 
an intermediary Assistant Director or Principal Accountant grade 
(£1,150-£1,310) to the Director grade (£1,500-£1,900), res- 
ponsible for general management and for the co-ordination of the 
work of the other grades. 

The report of the committee (which included two eminent 
accountants in Sır Накогр Ножттт and Sir Jonn Morison) set 
up to consider the conditions of service of the Professional Account- 
ant class in the Civil Service was published on Мопдаул It 
contains no major recommendations on the organization and 
structure of the class but suggests the following new salary ranges: 
Accountants, £600-/810; Senior Accountants, {£810-£1,100; 
Chief Accountants, £1,150-£1,350; Assistant Directors, £1,400— 
£1,600. It also recommends that the salaries of the three Directors 
of the Admiralty, Ministry of Supply and the Board of Trade 
should be increased to £2,000. In rejecting the proposals of the 
Institution of Professional Civil Servants that the respective 
maxima — equivalent to those of the Administrative class — for the 
five grades should be £1,000, £1,375, £2,000, £2,500 and £3,000, 
the committee supports the view of the Royal Commission on.the 
Civil Service of 1929-31 that salaries should be based primarily 
on 'the long-term trend in comparable outside арра 


1 H.M.S.O. 15. 
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THE FINANCE ACT, 1952—I 


Finance Bill which was submitted to the 

House of Commons this year need no more 
emphasis than the fact that over two hundred 
amendments were tabled in the name of the 
CHANCELLOR OF THE EXCHEQUER who had 
introduced it. Although some of these amend- 
ments have gone to clear up doubts, most of them 
have added to the length and complexity of this 
year's finance legislation. We propose in this and 
subsequent articles to discuss the main pro- 
visions of that legislation in so far as they are 
likely to concern accountants. 


T= ЕЕЕ of the drafting of the 


The Charge to Income Tax 

Section 13 provides that for the year 1952-53 
income-tax shall be charged at the standard rate 
of 9s ба in the £, i.e. at the same rate as for 
1951—52, and that in the case of individuals whose 
total income exceeds £2,000 the tax shall be 
charged at such higher rates-on the excess as 
Parliament may hereafter determine. This section 
has to be read in connexion with Sections 1 and 2 
of the Income 'Tax Act, 1952, which came into 
force on April 6th, 1952, and which the Finance 
Act, 1952, brings into operation for the first time. 

Section 1 of the Income Tax Act, 1952, pro- 
vides that when any Act charges income-tax at 
any rate, the provisions of the Income Tax Act, 
1952, are to apply, subject to any changes intro- 
duced by the Act charging the tax. Section 2 
deals with rates higher than the standard rates. 
It provides that tax at those higher rates is to be 
known as sur-tax and is to be treated as a deferred 
instalment of income-tax. Section 229 of the 
Income Tax Act, 1952, provides that sur-tax 
is to be payable on January 1st following the year 
of assessment, so that sur-tax for 1952-53 will 
‘not be due until January Ist, 1954. Accordingly, 
it is not necessary for Parliament to fix the sur- 
tax rate at this date; Section 13 of the Finance 
Act, 1952, ensures that the appropriate machinery 
for assessing sur-tax is put in motion. The 
sur-tax rates for 1951—52 were fixed earlier than 
usual, in the Finance Act, 1951. 


Personal Reliefs 
Sections 14 and 15 of the Finance Act, 1952, 


• 


make considerable changes іп the scheme of 
personal reliefs, following immediately on its 
consolidation in Part VIII of the Income Tax 
Act, 1952. The new sections are extremely con- 
fused in their wording as they take the form of 
amendments to the equally complicated sections 
of the Income Tax Act. As these sections were 
never in operation unamended, it would have 
been more in keeping with common sense to 
repeal them altogether and to set out the new 
provisions in extenso. 


Reduced Rate Relief 

Section 14 (1), which amends reduced rate relief, 
is particularly obscure. 'T'he change it makes can 
be expressed in everyday language by saying that о 
whereas in 1951—52 the following bands of taxable - . 
income were charged at the rate shown: 

First {£50 at 3s od in the £ 

Next £200 at 5s 6d in the £ 
for 1952-53 the position is as follows: 

First £100 at 3s od in the £ 

Next {150 at 55 6d in the £ 

Next {150 at 7s 6d in the £ 

In theory, all income, no matter how small, 
is charged at the full standard rate of 9s 6d; 
there is no such thing as ‘charging’ income at a 
reduced rate. Section 208 of the Income Tax 
Act, 1952, provides that an individual who makes 
a claim in the prescribed form and who also makes 
a return of total income for the year in question, 
shall be entitled to such relief as is specified in 
Sections 209 to 220 of that Act. Those sections 
contain the various personal reliefs, of which 
reduced rate relief, which is contained in 
Section 220, is one. 

In practice certain reliefs are given without 
any claim being made. Thus under P.A.Y.E. 
regulations an employee without a code number 
suffers deduction of tax on the basis that he is 
entitled to single person relief, earned income 
relief, and reduced rate relief. Should he fail to 
claim these and make. the necessary return, he 
remains theoretically liable to assessment of the 
tax under-deducted. 

Section 220 of the Income Tax Act, 1952, as 
now amended, expresses the relief in terms of. 
tax as follows: 
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| £100 at 6s 6d in the £ . 
T £150 at 4s od in the f, с x 
£150 at 25 od in the £ 

However, the rates of 6s 6d, 4s od and 2s od are 
expressed as fractions of gs 6d. The theory is 
that the standard rate may be changed while the 
reduced rate relief remains constant. As, however, 
this relief is expressed in nineteenths (there being 
nineteen sixpences in gs 64) it is unlikely that 
such awkward fractions would survive a change 
in the standard rate. 


Wife's Reduced Rate _ 
The extension of the reduced rate relief has been 
" accompanied by a corresponding extension of the 
special reduced rate relief for the earnings of a 
married woman, which earnings are treated with 
special lenience by income-tax law. For this 
purpose the rather wide definition of earned 
income for income-tax purposes generaliy is 
cut down. Thus, by Section 220 (7) (a) of the 
Income Tax Act, 1952, any earned income cf the 
taxpayer’s wife from any pension etc. in respect 
of his past services in any employment or office of 
profit is excluded. It is curious that the subsection 
does not exclude any pension of the wife in 
~. В 
respect of the past service of some other person, 
such as a former husband. Certainly there is 
little logic in withholding the relief for pensions 
which the taxpayer has himself earned and giving 
it in respect of pensions which-he has not earned. 
Also excluded from relief are family allowances 
and benefits under the National Insurance Acts, 
other than a retirement pension paid to the wife 
by virtue of her own insurance. 
Although in general the income of a married 
couple is pooled for tax purposes, the wife's 
reduced rate relief is confined strictly to her 
earned income, as defined above. Moreover, those 
earnings have to be reduced by certain personal 
reliefs granted to the husband. Thus, the joint 
income and the joint allowances have to be split 
in a certain way. On the one hand there is the 
wife’s earned income which qualifies for the relief, 
and which we may call W. On the other hand 
there is the remainder of the joint income, which 
we may call H. 
From W. must be deducted the following: 
(a) expenses, wear and tear and other capital 
allowances in respect of W.; 
(6) those National Insurance contributions 
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which fall to be paid in respect of the wife’s 
earnings; | 

(с) earned income relief on the wife’s earnings; 

(d) wife's earned income relief on the same; 

(e) any other deductions and reliefs granted for 

the year and not absorbed by H. 

The balance, if any, of W. is available for the 
relief, viz. on the first £100 at 6s 6d, on the next 
£150 at 4s od, and on the next £100 at 2s od. 

From H. must be deducted all other reliefs not 
accounted for above, and the balance is available 
likewise for the ordinary reduced rate relief. 


Example 1 (1952-53) 

H. earns £900 a year and is allowed £8 in respect of National 
Insurance contributions. His wife, W., earns [500 and is . 
allowed, £50 in respect of expenses and wear and tear, as 
well as £6 for National Insurance contributions, She also 
receives {£500 a year gross m a trust. 














H. Total 
: £ d £ £ £ £ 
Salary .. $ 500 goo 1,400. 
Wife’s annuity . . 500 500 
500 1,400 1,900 
Expenses ax AE 50 50 
| 450 1,850 
Earned income relief .. 100 200 300 
Wife's cammed.. income 
relief . .. 120 120 
Personal relief . Я 210 210 
National Insurance .. 6 8 14 
— 226 -—— 418 — 644 
'Taxable income £224 £982 £1,206 
Charged at 3s od 100 100 200 
3s 55 ба .. 124 150 274 
h 75 ба .. mil 150 150 
5 9s 6d .. nil 582 582 
| £224 £982 £1,206 


Example 2 (1952-53) 

H. has a pension of £450 and pays no National Insurance 
contributions. He is assessed on £1,350 in respect of his 
wife’s trading profit and allowed £10 in respect of her 
National Insurance contributions. 

















W. H. Total 
Pan £ £ £ £ £ £ 
ension 450 
Wife profit 5 1,350 1,800 
Earned income relief .. 300 100 400 
Wife's earned income 
relief . 120 120 
Personal relief . 210 210 
National Insurance ss IO 10 
—7 430 —— 310 —— 749 
'Taxable income £920 £140 £1,060, 
Chargeable at 3s od, 100 100 200 
+ 55 6d" 150 40 190 
2; qs 6d 150 nil 150 
ПА 9s 6d 520 nil 520 
£920 £140 £1,060 


= 


(То be continued.) 


32 : THE ACCOUNTANT 


July 12th, 1952 


THE ROYAL COMMISSION 
ORAL EVIDENCE OF THE ASSOCIATION 


sion held on July 4th, followed a now 

familiar pattern. Mr LEO KENNETT, LL.D., 
B.COM., F.A.C.C.A., and Mr J. E. HARRIS, B.COM., 
A.A.C.C.A., who appeared for the Association of 
Certified and Corporate Accountants, had to 
answer some searching and critical questions, 
particularly on the Association’s submission that 
allowances for depreciation and stock replacement 
should be increased to reflect the higher probable 
cost of replacement on account of inflation. 

The protagonists of the various revalorization 
schemes say that, given a tax on profit, the profit 
is not correctly stated until full deduction has 
been made to provide for the replacement, at 
current prices, of the amount of real capital 
which was used up in making that profit. This 
principle is two stages ahead of income-tax as 
originally conceived, which made no allowance 
for the using up of capital resources, but taxed 
the income of the year, without much regard 
either to past or to future years, and certainly 
was uncomplicated by any considerations about 
the value of money. Gradually at first, and more 
rapidly since 1944, a fairly comprehensive code 
of allowances has been built up, all of which are 
based on the historical cost of the assets con- 
cerned. It follows that in times of inflation the 
prudent trader who wants to stay in business and 
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eventually replace the assets in question must 
put by greater sums than are allowed as depre- 
ciation. This does not mean, as is so often said, 
that income-tax law necessarily ignores inflation. 
When replacements are eventually made, at the 
inflated prices, the allowances automatically rise, 
so that the question is purely one of timing, 


except in the case of an undertaking which in the | 


event does not in fact replace the asset in question. 


Such an undertaking would have received allow- , 


ances for an expense which it had never incurred. 

The Association's representatives rather 
weakened their case, at any rate in so far as it is 
said to rest on abstract logic, by saying that in 
the event of deflation, the depreciation allowances 
should not fall below the historical cost basiss 
despite the fact that replacement cost falls below 
that historical cost. HEP 

The existing capital allowances already to 
some extent give the best of both worlds to 
trading undertakings. In no circumstances is any 
profit on fixed plant brought: into taxation, 
whether that profit arises from inflation or other- 
wise. On the other hand, when fixed plant is 
disposed of at a loss, that loss is always allowed as 
a balancing allowance, whether the loss arose 
through deflation or whether it arose, to take a 
fanciful example, from the trader's own gross 
carelessness. 


NORTH AMERICAN COMMENTARY—XXXIV 


Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A.(S.A.) 
Professor of Accounting, McGill University, Montreal. 


Journal of Accountancy, 
New York, April 
Independent Auditors in Municipal Audits 


HE editorial announces a new law in 
Illinois by which independent audits by 
authorized practising accountants are re- 
quired for municipalities with a population 
under half a million. Practising certified public 
accountants are said to have shown little interest 
in municipal auditing, largely because of the 
practice of awarding audit contracts on the basis 


of competitive bids. But competitive bidding. 
seems to be going and municipal auditing to be 
becoming a highly respectable branch of profes- 
sional accounting practice. The editorial urges 
C.P.A.s to encourage adoption of modern 


accounting and auditing procedure in their own | 


municipalities. _ 


The Private Company and Death Duties 


Mr Wm. J. Casey, a member of the New York 
Bar, discusses methods of providing for survival 
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of a private company on the owner’s death. 
The United States Treasury’s basic valuation 
formula capitalizes at 15 per cent the excess of 
average earnings over 8 per cent of the tangible 
assets. Mr Casey says that such a valuation is 
likely to be considerably in excess of real value. 
Methods of providing funds for purchase of the 
owner’s interest at his death include funding by 
life insurance, salaries of the owner’s business 
associates being increased to provide for pay- 
ment of the annual premiums. Another popular 
method is the Stock Bonus Trust, payments into 
which escape corporate tax and are not taxable 
to employees until distribution. The profit- 
sharing trust of Sears Roebuck is said now to 
own 23 per cent of all that company’s stock. 


Compensating the Corporate Executive 
The "Tax Clinic’ section of the Journal tells of 
the ‘management stock’ plan for the ‘really enter- 
prising executive’. A corporation may create a 
especial class of shares for its executives, to be 
issued at a very small price, which may be 
expected to increase as business increases. The 
case of Vacuum Foods Corporation is cited as an 
example. After the company had issued to Bing 
Crosby a block of management shares at 10 cents 
each, his radio programmes are said to have 
promoted their orange-juice product so success- 
fully that he was offered $7 a share for his 
holding. 

Writing off Goodwill 
In its 1944 Bulletin No. 24 the committee on 
accounting procedure, appointed by the American 
Institute of Accountants, recommended that 
intangible assets such as goodwill, with no limited 
term of existence, should not be written off 
against capital surplus. It is now considering an 
extension of the recommendation to provide 
against amortisation, by charges either to income 
or earned surplus, before a loss has occurred. 
An exception would be systematic charges in 
the income statement, where value was not 
expected to continue during the whole life of the 
enterprise. Where this might result in distortion, 
part might be written down against earned sur- 
plus. The guiding principle is that income 
account, either of current or future years, shall 
not be relieved of charges which it should 


. properly bear. The committee calls for com- 


ments of readers. 


Lawyers and Accountants 
Mr John D. Randall, for the American Bar 
-Association, and Mr Percival F. Brundage, for 
the American Institute of Accountants, report 
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as co-chairmen of the February meeting of the 
National Conference of Lawyers and Certified 
Public Accountants. The meeting resolved that 
an article on inter-professional courtesy should 
be prepared and submitted for publication in the 
magazines of both professions. With reference 
to certain charges the conference unanimously 
reaffirmed an earlier recommendation that lawyers 
should recommend to clients the services of a 
C.P.A. on accounting questions, and that a 
C.P.A. should advise the services of a lawyer on 
legal matters. It was also resolved that lawyers 
drawing up articles of incorporation and bye- 
laws of new enterprises should consult C.P.A.s 
as to the natural fiscal years. 


Integrated Electronic Accounting 
Mr Joseph B. Jeming, systems consultant to ` 
the Atomic Energy Commission, is reported to 
have stressed the accounting revolution involved 
in an integrated electronic accounting system, 
with one giant machine which has built into it 
the means of doing the whole job. The run-of- 
the-mill accountant must become, he said, the 
accountant as planner and analyst, exploiting to 
the full the operating controls offered uy the 
electronic system. 


Direct Costs in Industrial Inventory 
Valuation 
At the 1951 convention of the National Associa- 
tion of Cost Accountants, Mr C. E. Headlee, 
Controller, Westinghouse Electric Corporation, 
stated that throughout the country, accountants 
are changing accounting practice in inventory 
valuation by excluding fixed factory overheads. 
Inclusion distorts operating statements with 
varying inventories and complicates calculation 
of the break-even point. The new procedure 
includes in inventories only direct material, 
direct labour and direct factory expenses which 
are a function of production. 


The Controller, 
New York, March 
Provision for Depreciation on the Balance 
Sheet 

The National Association of Railroad and 
Utilities Commissioners has always rejected the 
repeated proposal of its Committee on Statistics 
and Accounts for inclusion of depreciation re- 
serves in the asset section of Electric Utilities 
balance sheets, as deductions from utility plant. 
It should be remarked tha: in North America, 
while professional accounting bodies recommend 
deduction from the asset, it is common practice 
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for limited companies to include the reserve on 
the liabilities side of the balance sheet. Mr E. 
Toder, assistant controller of Consolidated Edison 
Co of New York, Inc., states the case for this as 
it was approved for Electric Utilities by the 
Edison Electric Institute and the American Gas 
Association. He says that deduction of the 
reserve ‘is an industrial accounting custom which 
is unsound and incorrect in principle’ and ‘a 
reflection on modern accounting standards’. His 
reference to the ‘obsolete accounting practice’ of 
making direct credits to the plant accounts 
obviously condemns British practice. Mr Toder’s 
argument is that gross assets are the correct base 
for interest calculation, a matter of importance 
for rate-regulated utilities. Proof, however, that 
this involves double inclusion of assets would 
seem to be given by the position at time of 
replacement, in circumstances where the depre- 
ciation funds have been fully invested in addi- 
tional plant assets, as is commonly the case today. 


Accounting Review, 
Menasha, Wisconsin, April 
Business Income and National Income 


The contrasting concepts of business and 
national income are considered by Professor 
Gilbert P. Maynard of Iowa State University. 
As against the realization requirement for business 
income he places the creation of product criterion 
for national income, expressed in terms of the 
cost of the factors of production. Also, he says, 
‘capital profits or losses, being irrelevant to period 
production, have no effect on national income, 
while they are generally recognized as com- 
ponents of business revenue. Another contrast 
is that social accounting, excludes price change 
profit or loss from national income by adjust- 
‘ment of inventories. The same contrast does not 
apply to depreciation treatment, for the United 
States Department of Commerce, while agreeing 
' that in concept a similar adjustment should be 
made, has not yet done it in practice. 


: Research undertaken by the American 

Accounting Association 
‘The President's report for 1951 indicates the 
wide variety of matters under investigation by 
special committees of this association of uni- 
versity: teachers of accountings They include 
internship programmes, C.P.A. examinations, 
government accounting, auditing education, 
preparation of an accounting teachers’ manual, 
national income accounting, cost concepts and 
‘standards, visual aids. 
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The Canadian Chartered Accountant, 
Toronto, April 
: Deferred Depreciation 


The Committee on Accounting and Auditing ` 


Research of the Canadian Institute of Chartered 
Accountants has published. Bulletin No. 8. This 


warns that accepted accounting practices require. 


full provision for depreciation in the financial 
statements even though, for tax purposes, such 
depreciation, on depreciable property acquired 
after April roth, 1951, may not be claimed for 
four years. T'he tradition of keeping the books 
and income-tax returns in line with each other 
was so established down to the beginning of 1949 
that this warning is probably by no means 
unnecessary. 


The New York Certified Public Accountant, 
New York, April 
Management Incentives and Tax Avoidance 


Mr Philip Bardes, С.Р.А., reviews various execu-, 


tive compensation plans. He tells how the device 
of issuing stock options to executives was tem- 
porarily foiled by a ruling which made taxable 
to the employee any excess of value of the stock, 
at the time of exercise, over the option price. 
However, stock options with certain restrictions 
were released from this provision by the Revenue 
Act of 1950. Another device is to defer receipt of 
compensation to a time when the executive will 
presumably be in lower income-tax brackets. 
Thus payment of any increase in salary may be 
deferred until after retirement. It may be re- 
marked, however, that from an accounting point 
of view provision for such increase would seem 
to be required during the period of service. 


New York Certified Public Accountant, 
New York, May 

Securities of Reorganized Companies 

awaiting Claimants 

The Securities and Exchange Commission is 
reported to be seeking the owners of $25 million 
in cash or securities of companies which have 
been reorganized. Many of the exchange privi- 
leges -have expiration dates which are fast 
approaching and accountants are warned to 
consider the advisability of checking the S.E.C.'s 
published list of some 200 securities with their 
clients, who may have written off apparently 
worthless securities and overlooked the re- 
organization. The report, ‘Securities Required to 
be exchanged for Cash or New Securities', may 
be obtained from the S.E.C., 425-2nd Street, 
N.W., Washington 25, D.C. 


^ 
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THE ACCOUNTANT IN PRACTICE —IL - 
by G. F. SAUNDERS, F.C.A. 


The first part of this paper was reproduced in last week’s issue. The rapporteur's 

summary of all the papers on this subject, together with the report of the ensuing 

discussion and a résum? of additional remarks by Mr Saunders are published at 
pages 674-678 in our issue of June 28th, 1952. 


Co-ordination 
LTHOUGH the accountancy profession is com- 
Aw of a number of separate bodies (The 
Accountant, July sth, p. 7), many attempts have 
been made to co-ordinate the profession by legislation 
in one form or another. No less than seventeen 


unsuccessful Bills had been presented to Par- 
.2 liament up to 1912 and two further attempts 


have been made in the last twenty-five years. 
Most of these Bills failed through the difficulty of 
defining what constitutes an accountant and his 
activities, and although accountants in Scotland made 
an early attempt in 1880 to confine the use of the 
word ‘accountant’ to members of their body, this met 


*with failure, and no other attempt has since been any 


more successful. In recent years, however, joint 
action has been taken on many points, in particular 
through the Accountants Joint Parliamentary Com- 
mittee, formed in 1946 and composed of accountants 
who are members of Parliament or in the House of 
Lords. 

It is recognized that any сасе Bill of Regis- 
tration (or Co-ordination) would bring into the fold 
many unqualified persons who, at the date of the 
passing of the Bill, were exercising the profession of 
an accountant. From past experience, this difficulty 
always appears to be more acute in the present than 
it does in retrospect, and although it involves an 
immediate setback in the general standard, it must 
ultimately achieve its purpose of raising the standard 
of the whole profession. 


Co-operation 


Joint action was also taken in dealing with the 
deferment of accountants for national service during 


-4 the 1939-45 war and in the formation of the Account- 


ants University Joint Committee. This committee 
acts as a liaison body between the universities and 
the profession in connexion with the special courses 
which are run at certain universities for the purpose 
of encouraging their graduates to become accountants. 


Professional Charges 


Unlike solicitors, stockbrokers, and estate agents, who 
have scale charges which are frequently based upon 


4. a percentage of the realization or turnover involved 


in the transaction, the accountant’s charges are 
principally based upon the time expended. 

As the requirements of clients vary even between 
those in the same trade, and particularly between the 


-cities and the country districts, it becomes impossible 


to lay down any particular scale of remuneration for 


the practising accountant. There are, however, two 
recognized scales which are used in particular cases: 


(a) The Treasury scale for work done on behalf of 
government departments. 

(b) The scale for approved auditors under the 
Friendly Societies Acts and the Industrial and 
Provident Societies Acts. 


The revision of these scales from time to time gives 
an indication of the changes which should be reflected 
in accountants’ charges generally. 


Capital Requirements of a Practice 


In addition to the knowledge which he has acquired 
before qualification, the accountant starting practice 
has other essential needs: the ability to introduce 
business and monetary capital to cover such items as 
office furniture, work in progress and debtors. The 
last two have increased substantially over the last ten 
years as work has expanded and as costs have in- 
creased. The proportion of capital required in com- 
mencing his- practice may not be large, but will 
increase as his practice expands. The amount of 
capital in an established firm compared to its annual 
fees will vary from practice to practice, but a fair 
figure is probably from £2,000 to £2,500 for every 
£5,000 of fees. This excludes goodwill, as the amount 
which is paid for goodwill does not remain in the 
practice, but is usually withdrawn by those who are 
giving up their rights to the profit either in whole or 
in part. Payments for goodwill are becoming less 
prevalent, as with the need to attract into the pro- 
fession those who have ability rather than cash capital, 
other methods have to be found of paying out good- 
will to the retiring partners, an aspect of the problem 
which calls for more consideration than the payment 
for goodwill by an incoming partner. 


Constitution of a Firm 


The size and constituent elements of a partnership 
will vary from firm to firm. But in considering the 
number of partners it is important to ensure that they 
are sufficiently numerous to maintain the personal 
interest and contact between the accountant and his 
client. Furthermore, to ensure that a firm maintains 
its progress from generation to generation, it is 
necessary to Беше in new ideas. It is therefore wiser 
that future partners, if they be sons of present part- 
ners, receive their training in other offices or, at any 
rate, that some of the future partners are recruited 
from those who have received a portion of their 


training elsewhere. Otherwise, a firm which lives on 


. 
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its own ideas and brings in no fresh blood is like a 
plant which has not been pruned or nourished from 
time to time. 

The development of the size of the firm has been 
dictated very largely by corresponding developments 
in commerce. The tendency for amalgamations in 
commerce, bringing smaller companies under one 
control, has tended also to produce large firms of 
accountants who are able not only to provide staff to 
cope with the greater volume of work, but also to 
provide a spread of experience and specialization in 
the many facets of an accountant’s practice. At the 
same time, whilst this development has been taking 
place, there has been a tendency to decentralize some 
of the work which arises, so that medium-sized firms 
are well able to cope with most types of work. The 
work of the accountant, like that of his professional 
brethren, is essentially personal, and in the case of 
larger firms the advantages to be gained are in con- 
sultations between partners, otherwise each partner 

looks after his own work. At the same time, the client 

is assured that in the event of the illness or retirement 
of the partner who has been dealing with his affairs, 
someone else is available to take over, with full 
knowledge of his affairs. 

The clerks who are employed may be grouped in 
various ways. They may be allocated to different 
partners who deal with a particular group of clerks; 
alternatively, they may be grouped as to a particular 
type of work which they undertake. In deciding upon 
a method of grouping, account will be taken of the 
spread of the work over the year so that each group 
is continuously employed without too many peak or 
slack periods in the carrying out of their programme. 
Jt is important that too much specialization or isola- 
tion should not occur as the staff of the firm is 
infinitely more flexible where each group is capable 
of undertaking any particular type of business and is 
not restricted to a limited field. 


Attraction of Industry and Public Service 


It is not the wish of every accountant who qualifies 
to go into practice; many depart into public service 
or into industry and commerce, and in the mind of 
some of them that intention may have been present 
when they first entered the profession. Many, no 
doubt, find when they have left the practising side of 
the profession a certain lack of variety, which they 
miss. They may find monotonous some of the tasks 
which they are called upon to fulfil in public service, 
unless they are fortunate enough to be able to achieve 
some of the principal posts available to accountants 
where they are then able to obtain a greater variety of 
experience. 

There are, however, attractions in industry which 
may withdraw from the practising field many who 
would have considered themselves as available for 
practice in previous years. For example, no capital is 
required in the employ of companies or in the public 
service. Pensions on generous scales are provided, 
therefore there is no need to save up for retirement, 
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and in many respects, particularly with the develop- 
ment of the public services, salaries offered to- 
relatively recently qualified accountants are above 


- anything which could be offered by a professional 


practice, where it must be realized that the rate of 
remuneration is to some degree regulated by the fees 
which clients are prepared to pay. 


Qualifications of Staff 


When considering the staff which he requires, an 
accountant is faced with the same problem of the 
attraction of industrial opportunities which I pictured 
in the previous paragraph with regard to his pros- 
pective partners. The qualifications which he requires 
in his staff, apart from the professional qualifications ` 
which they have probably already obtained, are that 
they should be versatile and, in particular, able to 
appreciate the points which require especial attention, 
so that they may pass them on to those who know 
how to deal with them if they are unable to deal with 
them themselves. (The knowledge of one's short- 
comings is very often as valuable, if not more valu- 
able, than the knowledge of one's own ability.) They 
will have to be prepared to work irregular hours, ase 
it is a fortunate practice which is able to provide an 
even load throughout the year without having to 
work at extreme pressure at certain periods, leaving 
other relatively infrequent periods when the pressure . 
is much less. 

The complexity of modern legislation and modern 
methods which have affected accountancy generally, 
have brought about certain changes in the oppor- 
tunities for clerks in accountants' offices. In the first 
instance, it is essential that even the junior clerks — 
and certainly the senior clerks – should have more 
technical knowledge than was necessary in the past, 
due to the regulations which have to be complied 
with and the problems of taxation which affect so 
much of the commercial community; secondly, the 
introduction of mechanical methods has eliminated 
to a large degree many of the routine tasks which, in 
previous generations, were undertaken by clerks who 
needed no more than the ability to follow method- 
ically tedious routine without further thought on 
their part. 

Pensions 


The attraction of generous pension schemes which 
industrial appointments hold against those in the 
profession, is gradually being minimized and many 
firms today have a pension scheme of one kind or 
another. In smaller firms, it is probably arranged 
upon group life assurance principles; in larger firms, 
where there is a sufficiently broad basis, it may be 
administered as a privately managed fund. But in all 
cases, difficulties are presented in that the personnel ~- 
particularly the qualified personnel — of an account- 
ant’s practice, is of a more fluctuating nature than is 
similar personnel in industry. In the latter case, they 
advance from stage to stage until they reach the 
higher executive positions. In many accountants” 
offices, however, a large number of those who qualify 
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~indeed, the vast majority — do not remain for the 


„Test of their working life in one office, but either pass 


on to other accountants' offices, or, more than likely, 
seek ultimately some occupation in industry or public 
service; only relatively few remain to attain the 
position of managing clerk of a practising accountant's 
office. 

Attempts have been made to provide a pension 
scheme applicable to the profession as a whole, with 
the advantage that anybody leaving one office and 
going to another may take all his past benefits with 
him. This, on the other hand, is not always regarded 
as an attraction, as it makes the employee more mobile 
than he otherwise would be and still does not cover 
the problem of the change-over into industry. An 
individual scheme providing for the special needs of 
each firm is probably more satisfactory than a general 
scheme for the profession. 

But none of these methods, however suitable they 
may be, and however beneficial from the point of 
view of the employee, are available to the practitioner 
or principal himself. Unless he is possessed of private 
means or has heavily insured himself so that on 

eretirement he is able to acquire an annuity from an 
insurance company, he is obliged to go on working 
for the rest of his days. | 

The American Institute of Accountants has, how- 
ever, adopted a group life assurance plan for prin- 
cipals, but until some benefit can be obtained which 
costs less than the existing life assurance method, it 
seems that little relief can be obtained by the prac- 
tising accountant, and it is hoped that something in 
this direction will be achieved as a result of the report 
of the Royal Commission on the Taxation of Profits 
and Income, which is at the moment considering 
this point amongst other problems of taxation. 

Earlier on, I referred to the fact that many 
accountants in the early years of the profession com- 
bined with their occupation as acccuntants some other 
field of work; in many cases they were stockbrokers, 
but in Scotland they were associated particularly with 
actuaries and others connected with life assurance, 
which makes it not surprising that the Edinburgh 
Institute of Accountants, when it was formed, 
required not only the payment of an entrance fee, 
but also an initial contribution of fifty guineas and an 
annual contribution to their endowment annuity fund. 
The annual contribution could be augmented volun- 
tarily. The fund today is closed, but all those who 
joined the Edinburgh Institute under those auspices 
receive at age 65 a capital sum in the vicinity of £500, 
or an equivalent annuity, the amount being dependent 
upon age at entry. This, however, is no longer avail- 
able to new members and other members of the 
Scottish Institute and I do not know of any other 
body which has the same privilege. 


Retirement 
How, then, is the practitioner who has reached the 


- age of retirement to enable himself to make room for 


those who are coming up after him and at the same 
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time either to take a lesser share in the profits of a 
practice on account of his doing a smaller portion of 
work, or to retire completely? I have referred to the 
fact that it is not possible for him to set aside an 
adequate pension over the period of his practising 
life, at any rate by virtue of contributions to any fund. 
other than an insurance policy, and if he is to rely on 
the payment of a lump sum by any incoming partner 
when he retires, he may find his choice of that in- 
coming partner very much restricted. Furthermore, 
when he has received this lump sum, at the present 
high rates of taxation, the investment of it will pro- 
vide him with a pension far too meagre to live on and 
even if this sum is employed in the purchase of an 
annuity, unless he is of an advanced age, it will not 
be of sufficient value to cover his needs. The amount 
which he has been able to save out of taxed income 
during his professional life has probably been small, 
and if he has dependants it is more than likely that 
he will wish to pass something on to them and not 
to exhaust all his savings in the purchase of an annuity. 
` It seems, therefore, that from the point of view of 
both the payer and the payee, the most attractive and 
most satisfactory method of dealing with this situa- 
tion is for the retiring partner to receive a pension 
payable either out of profits or under covenant which 
Is borne by the continuing partners of the business, 
who are then able to obtain the necessary tax relief 
on the payments they make and, with his probably 
lower rate of taxation, the retiring partner is more 
than likely to find that the sum received in this manner 
goes further than a payment obtained in any other 
way. It has the advantage of spreading the burden of 
taxation more evenly over those who continue the 
practice and those who retire, and at the same time 
it avoids the difficulty of any incoming partner having 
to find a substantial sum for goodwill in addition to 
the capital he will have to provide to repay the retiring 
partner. 
Conferences 


Like most other professions, accountants hold 
annual or biennial conferences. Such conferences 
afford a useful opportunity for discussion amongst 
members of the profession, who are then able to 
realize and appreciate the fact that their colleagues 
in other parts of the country are contending with 
much the same difficulties as those with which they 
themselves are faced. They are able to discuss in a 
friendly atmosphere, without fear of criticism, many 
points which trouble them in their own practices. 
Those present on such occasions include many 
accountants not in practice, although the main partici- 
pants consist of those who are in practice, firstly, 
because the subjects for discussion are of greater 
interest to the practising member than his non- 
practising colleague and, secondly, because the 
accountant in practice is a freer agent and can make 
good the time which he has lost by working in the 
irregular hours which are necessarily associated with 
practice. He does not have the same difficulty as 
the member in industry who has other persons to 
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consider and more routine duties to perform. Many 
accountants, however, do not take advantage of these 
opportunities for professional and social co-operation 
and tend to confine their professional activities 
entirely to their offices. There is no doubt that by so 
doing they miss a great deal, as these conferences go 
a long way towards enabling members in the smaller 
firms and districts to obtain an insight into the wider 
experience of firms in the larger towns, and also 
enable those in the towns to appreciate the difficulties 
of their colleagues in small practices. 

Although at the conferences to which I have 
referred the social atmosphere may be, in many 
respects, more important than the discussions which 
take place on the various papers, there are other 
occasions, such as the summer schools — which. are 
held by most accountancy bodies by courtesy of one 
or other of the colleges at the Universities of Oxford 
or Cambridge – at which strenuous periods are spent 
in discussions following papers on technical subjects. 
The social element on these occasions plays a less 
important part and the technical discussions are 
prolonged into the small hours. 

'This affords an even greater opportunity for the 
small practitioner and his larger confrére to share 
their views, exchange their experiences, and discuss 
in a free atmosphere many of the problems arising 
out of the development of business and of legislation. 

Opportunities of this character are particularly 
welcome when new legislation is fresh on the Statute 
Book and when discussion takes place on the various 
points which will be met in practice. 


THE TRAINING OF THE FUTURE 
PRACTITIONER 


Education of Articled Clerks 


The extension of the duties of an accountant 
emphasizes the need to give a thorough training to 
those who will fill the ranks of the future, and so I 
offer no excuse for referring at this stage to the 
method of training articled clerks. 

The importance of this is clear when it is remem- 
bered that— at any rate so far as the Institutes of 
Chartered Accountants are concerned ~ the responsi- 
bility of training for the whole profession falls upon 
the members in practice. 

In the knowledge that the accountant is going to 
spend a considerable period over his training before 
he becomes qualified, there is a tendency to leave 
school at an earlier age than he otherwise might. This 
is emphasized under present conditions where the 
period of compulsory military service has to be added 
to the period which elapses before qualification is 
achieved. Nevertheless, the tendency should be 
decried whenever possible, for, with the wide field 
which the accountant has to cover in his professional 
life, it is most important that his vocational training 
should be based upon a thoroughly sound and broad 
education beforehand, as this cannot be replaced if 
its omission is realized at a later date. 
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Although it is not possible to lay down any hard 
and fast rules which would be appropriate to all, 
entrants to the profession, in my view, a university 
education is something which will never be regretted 
by those who are able to take advantage of it. On the 
other side, we have the report of the Special Com- 
mittee on Education for Commercel, which was set 
up by the Minister of Education under the chairman- 
ship of Sir Alexander Carr-Saunders, which took the 
view that technical training and practical experience 
could be sandwiched together and that, to a large 
degree, entrants to the profession should work in 
conjunction with those who are training for other 
callings, many of which are far removed from the 
profession of the accountant. Whatever method is 
employed, it is essential that the greatest advantage 
should be taken of the period of practical experience , 
as, ultimately, the comparison between one account- 


ant and another goes strongly in favour of that one 


who has had the greatest amount of practical experi- 
ence. Examinations may be passed upon book know- 
ledge and cramming, but the inadequacy of this type 
of learning is frequently discovered when practical 
application of the knowledge acquired is called for in, 
general practice. Т 


Period of Articles 


In so far as the English Institute is concerned, a 
period of five years’ articles is insisted upon, although 
it is reduced to three years for those who have gradu- 
ated at a university, and certain concessions were 
granted to those who had their period of training 
interrupted by war service. The Incorporated 
Accountants and the Certified Accountants do not . 
call upon all their entrants to serve a period of articles, 
Into the period of articles must be worked not only 
the practical training in the profession, but also the 


.time which is necessary for study. With the exception 


of a relatively short period immediately before the 
examinations, this is usually achieved by evening or 
week-end study under the postal direction of a 
tuition college. 

Although the practice of articled clerks paying a 
premium for their training still prevails in many 
cases, it is rapidly diminishing, with the result that 
entrance to the profession is no longer restricted to 
those whose parents can afford to pay a premium and 
keep their sons for the period of articles during which 
they will be receiving little, if any, remuneration. On 
the other hand, in most cases when premiums are 
received they are repaid in one form or another over 
the period of the articles. Every opportunity is given 
to any boy who may have the inclination and ability 
to become an accountant, whatever his circumstances, 
the amount of remuneration paid to him being based 
largely upon the amount of experience which he has 
obtained. 

University Education 


For those who аге able to receive a university educa- 
tion, it is important that they should get the greatest. 


1 H.M. Stationery Office, December 1949. 
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advantage from the broad, liberal training which a 
university provides. The course which they take need 
not be closely related to accountancy or commerce 
and usually degrees in history, law or economics, as 
well as the degree of Bachelor of Commerce, provide 
an adequate basis. It is the training of the mind and 
brain ~ the ability to think clearly and to form a sound 
judgment – which is the ultimate success of a univer- 
sity education and not necessarily the vocational 
training which a university provides. | 

A further advantage of a university is the contrast 
with school life. At a university facilities are provided 
to help the undergraduate in his work, but it is his 
decision what work he shall do and, equally im- 
portantly, when he shall do it. This encourages 


initiative and self reliance. ` 


In 1947, three of the accountancy bodies in Eng- 
land and Wales made an arrangement with the 
provincial universities whereby a special branch of 
their Bachelor of Commerce degree was set up for 
those who were considering entering the accountancy 
profession. Under this arrangement they serve a 
period of articles of five and threz-quarter years, of 
which two and three-quarter years are spent at the 
university on this particular course, the remaining 
three years being spent in the accountant’s office, 
partly before going to the university, but mostly, and 
at least one year, following graduation. One of the 
attractions of this particular course to those who have 
been to the university is that they are exempted from 
the professional intermediate examination. Whether 
or not this is an advantage is not for me to say, but 
it does not necessarily mean that this university 
degree is regarded in all respects as an equivalent 
standard to the professional intermediate examination, 
and it is important that any thought of this character 
should be removed. 

From the professional point of view, the advantage 
is the prospect of attracting into the profession some 
of the most eligible candidates who have been to the 
university rather than providing a university training 
for articled clerks as such. The advantage of exemp- 
tion from the intermediate examination and three 
months’ shorter articles than is provided by a normal 
university degree followed by articles is relatively 
small in the life of a practising accountant, and the 
benefit of the associations and discussions which arise 
from a university -course is far more important. 
This advantage is obtained to a greater degree at 
those residential universities such as Oxford and 
Cambridge, rather than provincial universities, most 
of whose students are day scholars. 


Practical Training 
It is the duty of the principal to train his articled 
clerk and not to leave that entirely to the professional 
body, to the State, or to the tuition college. He should 
see that his pupil gets wide experience (though this 
may be difficult in some offices) and in particular, he 


- should endeavour to give him experience in such 


special spheres as executorship, liquidation and bank- 
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ruptcy. He should receive reports on his progress, 
from the senior clerk under whose supervision the 
articled clerk is placed and particularly following the 
passing of the intermediate examination, he should 
make endeavours to give particular tasks direct to his 
articled clerk, which he may bring to his principal 
personally, so that the latter will have a fair indication 
of the way in which his pupil is progressing. 

Modern methods have eliminated many of the 
monotonous tasks which it was customary to pass to 
articled clerks; indeed, there are many of past genera- 
tions who will remember the long and tedious hours 
which they spent checking other people’s additions. 
This change, however, is not regarded as purely 
beneficial, as there can be no overlooking the fact 
that, tedious though the task may have been it pro- 
vided a sound mental discipline which ensured that 
details were not to be neglected and that thoroughness 
must be observed in carrying out the work of an audit. 

As the greater part of an articled clerk’s work in 
his principal’s office is usually auditing, it consists 
very largely of checking others, and is not work of 
his own construction. It is therefore important to see 
that a reasonable balance is observed, because if 
there is excessive checking of the work of others, the 
pupil’s mind will become passive, and not active as 
it would be if he were learning to do things for him- 
self, whether it be entering up books, preparing 
accounts, or handling a particular part of liquidation 
procedure. During his period of training, too much 
emphasis should not be placed on the professional’ 
aspect and, where possible, every encouragement 
should be given to the articled clerk to acquire know- 
ledge of the particular. work which his clients are 
carrying out. A tour round the factory is usually 
welcomed by the client’s accountant, as he knows 
that with this experience the questions which the 
articled clerk will ask are more likely to be con- 
structive and the answers which he obtains more 
readily understood. 

The practical view cannot be too heavily stressed 
as it has been the experience of examiners on many 
subjects that when questions are set which cannot be 
answered by mere book knowledge, but require the 
application of knowledge of principle, the answers 
are in the main disappointing. 


Industrial Experience : 


In 1946, the English Institute took power to permit 
those serving articles to spend a period not exceeding 
six months in the office of an industrial company, so 
long as they are under the supervision of a qualified 
accountant whilst there. This permission has not 
been sought on many occasions, although the practice 
is gradually increasing, and there can be no doubt 
that in many савез it would be an advantage for the 
pupil to have this experience as it is more than ever 
likely to provide him with an opportunity of doing 
something for himself rather than checking the work 
of others. However it is obtained, it is important that 
it should not interfere too seriously with a pupil's 
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practical experience in his principal’s office, as if 
there are too. many breaks in this, he loses his 
opportunities. 

There has been a clamour from certain quarters 
that an industrial paper should be included in the 
professional examination, either as an alternative 
subject for those who seek their future in industry 
rather than in practice, or as a compulsory subject zs 
representing one of the most important parts of 
current practice. Many feel that the training of the 
embryo accountant up to the stage of his examination 
should be on broad general principles and not too 
specialized in one direction or another. 

In my view, the field to be covered by the examina- 
tion syllabus is already so wide that a fresh subject 
could only be introduced at the expense of some 
other branch, and the substitution of optional papers 
would be a mistake. A broad general training, leaving 
specialization to be treated as a post-graduate feature, 
is more important. 

This might be incorporated as a means of quali- 
fication for fellowship. Such a suggestion has been 
made from time to time, but it was only in 1951 that 
any practical outlet was produced, and this was by 
the Institute of Cost and Works Accountants, which 
has now provided that its fellowship shall go to those 
accountants who have a qualification the equivalent 
of its associateship, and add to it the passing of a 
special paper in management ассопп пр.“ 


Tuition Colleges 


I have referred to the postal tuition which forms the 
basic examination training of most students. This 
type of tuition is frequently criticized on the grounds 
that it takes place in the evening after the student has 
done his day's work at the office; nevertheless, if the 
essence of the proféssional qualification is to be 
practical training, this must be interfered with as 
little as possible. It will be appreciated that if an 
articled clerk attends day classes for tuition and is 
' only spasmodically available at his office, he will not 
get the opportunity of being given work which 
requires his attention, not when he is able to give it, 
but when it is necessary. This particularly applies to 
audits. If an articled clerk is frequently away on his 
studies, he loses a great deal of the value which he 
can be to his senior or managing clerk, and if that 
interest is lost, so are the opportunities for practical 
experience which he seeks to acquire. It is therefore 
best for the bulk of the examination training to be 
done by those postal tuition colleges which have been 
built up over the last forty years with such a wide 
experience of teaching of this character; and although 
much criticism may be levelled at this type of tuition, 
there can be no doubt that the colleges are doing 
their work exceedingly well, and it*would be a great 
mistake for any change to take place in this method. 


Students' Societies 
A suitable balance in the technical training is pro- 
1 The Accountant, September 29th, 1951. 
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vided by the students' societies. Every student in this 
way has an opportunity of mixing with other students | 
and at the same time finding experienced practitioners 
who are able to answer many of the problems which 
he comes across in his courses and which are more 
readily answered in person. 

The lectures which are provided by the students’ 
societies are of two categories. Firstly, those which 
deal with the examination subjects; these may to 
some degree overlap the tuition colleges’ papers and 
reading matter, but the subjects are looked at from a 
more practical standpoint. Secondly, those on general 
subjects, bearing on different types of trade and 
current events, all of which help to develop the general 
knowledge and experience of the student and to pre- 
vent him from becoming too theoretical in his outlook. 

Another important feature of the work of the 
students’ societies is the debates which are arranged. 
These opportunities should not be neglected by the 
articled clerk as they give him the chance of thinking 
on his feet and expressing himself intelligently, which 
will stand him in good stead in his later professional 
life. After all, it is very much easier to have this 
experience whilst one is training than to try and. 
build up the experience in the hard school of practice, 
when the cost of making mistakes is much greater. 
Success in this field enables the student to find many 
opportunities which would not otherwise be open to 

im, 

A further feature of the activities of the students’ 
societies, which is now being developed, is that of 
providing residential courses extending over a period 
of four or five days, a short time before students sit 
their examinations. These should be timed so as to 
avoid breaking into the tuition revision courses, but 
not so far distant as not to give the student the oppor- 
tunity of tidying up some of the shortcomings which 
he has experienced during his period of training, and 
to allow him the opportunity of discussing his diffi- 
culties with those of his contemporaries who are 
similarly placed. | 


THE ACCOUNTANT’S RELATIONS WITH 
THE BUSINESS WORLD 


Legal Profession 


As far back as 1874 attempts were made to provide 
a distinction between the work which was appropriate 
to lawyers and that which was appropriate to account- 
ants, but although steps were taken to ascertain how 
this might be defined, and many other attempts have 
been made since that date, it has still not been possible 
to arrive at any decision. None the less, accountants 
and lawyers in all parts of the world work in close 
harmony, lawyers endeavouring to avoid incorrect 
accounting, and accountants to avoid bad legal 
advice. The accountant should appreciate when to 
go to a solicitor or to advise his client to do so, and 
vice versa. This basis probably provides the soundest 
foundation for co-operation and understanding. 
between the two professions. 
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Economists 
Economists are apt to regard accountants in general, 


“and accountants in practice in particular, as being the 


КА 


bi 
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repository of much useful. information which would 
help them in their discussions and in the preparation 
of the statistical statements which they compile. It 
must be remembered, however, that the accountant 
in practice holds his knowledge as the secret of his 
client and if it was felt in any quarter that this infor- 
mation was divulged, in however anonymous a 
fashion, the relationship of confidence between the 
accountant and his client would be seriously 
endangered. 

Whilst appreciating the anxiety of the economist 
to obtain this-information for his purpose, we must 
realize that to some extent he speaks a different 
language from the accountant — particularly from the 
accountant in practice. The latter fully appreciates 
the point of view of the economist, but accountant 
and economist do not necessarily consider problems 
in the same light. 

Several attempts have been made to bring the two 
closer together, but the matter ultimately resolves 
itself into a definition of accounting and economic 
"terms and concepts, and it will be shown how far 
apart these are when it is mentioned that the report 
of the Joint Exploratory Committee, which was 
issued in 1951,! was only agreed after deliberations 
extending over six years. Although this report goes 
probably a greater way on common ground than 
might have been expected, it tends to emphasize the 
difference between the two. 


Public View of Accountants 


It is sometimes assumed that the principal attribute 
of an accountant is an extensive knowledge of mathe- 
matics and that he spends his life in a world of figures. 
'This is far from the truth; the main article which he 
has to offer to the public is his certificate — which 
might be described as his stock-in-trade. This is not 
sold to the highest bidder, and retains its value only 
whilst it can be accepted unconditionally and without 
question. A certificate which cannot be relied upon 
loses all value immediately. 

In the public mind, the accountant is a man of 
high moral principles, who can be relied upon not 
only for the accuracy of his work, but also for the 
soundness of his judgment. To fulfil these high ideals 
he must be able to go behind the cold statements of 
fact with which he is presented, and face his problems 
with a knowledge of the human principles which lie 
behind them. 

Apart from the relations with the Inland Revenue 
which have been referred to earlier in this paper, the 
accountant in practice is associated with other govern- 
ment departments. His services are frequently called 
upon in cases of emergency. One can recollect many 
instances of accountants being employed during the 
last war in connexion with the food control and other 


: 1 Some Accounting Terms and Concepts. (Cambridge Univer- 


sity n 1951. 
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supply departments. They were also employed at the 
time of the general strike in 1926 in assisting in the 
organization of emergency services; again, when 
the Transport Act of 1947 came on the Statute Book, 
many accountants were employed and appointed to 
panels to assist in arriving at the assessment of com- 
pensation to be paid to the transport owners in 
connexion with the transfer and nationalization of 
their undertakings—and there are many other 
instances. 

These are all occasions on which large numbers of 
accountants in practice have been employed or their 
services utilized; but to a lesser degree, selected 
accountants are called in to arbitrate on questions of 
assessing compensation. For example, the valuation 
of the shares of the American associates of Courtaulds 
Ltd, which were taken over by the Government 
during the last war, or in settling the distribution of 
the global sum for division between the owners of 
the collieries, which were nationalized under the Coal 
Industry Nationalization Act, 1946, and there are 
many other functions of a similar nature where their 
services are called upon. 

In private practice, not only does the accountant 
perform his functions as auditor and taxation expert, 
but he becomes the confidential adviser of his client, 
and is consulted by him on an almost unlimited 
variety of problems. Indeed, one can recall occasions 
when spinsters and widows have sought their 
accountant's advice before embarking or re-embark- 
ing on matrimonial seas. 


-Intelligibility of Accounts 


'The technique of the presentation of accounts to 
shareholders has become so involved that few of those 
who have not been educated in finance have any 
appreciation of the information they convey. The 
accountant in practice can perform a useful function 
in making published accounts more intelligible to 
the uninitiated. 

The presentation of accounts is not a mere exercise 
in the use of vague accounting terms, resulting in the 
proof that the account balances and, within certain 
accepted concepts, reveals the true and fair profit of 
a given period. They should be set forth in such a 
manner that even the uninstructed shareholder (and 
director) can appreciate in a simple way the affairs 
of his company. If the accountant looks upon his 
accounts as an architect his building, or an artist his 
painting, he will attempt to produce them in such a 
form that they will be clearly understood. This may, 
of course, be regarded as the field of the accountant 
in industry, who is primarily responsible for drawing 
up the accounts of most public companies; but the 
ultimate arbiter of the accounts is the accountant in 
practice — the auditor who signs the certificate that 
they reveal fa true and fair view', and, in doing so, 
he should bear in mind those to whom the accounts 
are issued. 

Returning to the analogy of the architect, his draw- 
ings take two forms: (a) the ground plan and detailed 
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measurements; and (b) the elevations. His client looks 
with awe and interest at the first form, but it is the 
second which reveals the result which he is seeking. 

If accountants follow this idea, we shall find that 
in future the set form of balance sheet and profit and 
loss account supply the needs of management and 
the financial expert, whereas the needs of the un- 
initiated shareholder are met by a supplementary 
statement setting out the salient features, which are 
necessary for him to obtain an adequate appreciation 
of the value of his investment. 


Accounting Terminology 


The accountancy profession is not adorned by an 
extensive glossary of technical terms; in fact, account- 
ants have tended rather to employ those already in 
daily use either in commerce or by the law. In more 
recent years there has been a tendency in certain 
quarters to invent a number of phrases and terms, 
some of which appear to be understood only by their 
users. Many terms tend to be confused in that as 
they are dependent upon their context, so does their 
meaning vary, and although one does not wish the 
jargon of the profession to become too technical, none 
the less, it would be an advantage if phrases with well- 
appreciated meanings, which could be understood by 
laymen, were used. 


Form of Certificates 


In most cases, the only communication which the 
auditor has with his principals - the shareholders 
who appoint him ~ is the certificate which he appends 
to the balance sheet. It is, therefore, important that 
through this channel his intentions should be abun- 
dantly clear. He should not lead anybody to imagine 
that he has done more than he has done, or that he 
accepts any greater responsibility than he should. 

The length of the certificate required under the 
Companies Act, 1948, tends to confuse shareholders 
in that so many positive features are emphasized in 
` а straightforward case that when any negative points 
are included their presence tends to be overlooked. 
To assume that accounts are correct unless otherwise 
stated would no doubt be more satisfactory from the 
point of view of the shareholder, but this places a 
heavier burden on the accountant and auditor when 
he has to raise a specific qualification, which would 
then stand out in isolation. Nevertheless, the account- 
ant should not shirk the responsibility of doing what 
he feels to be right, following the dictates of his 
duty. 

Where some of the shorter and non-statutory 
certificates are given, it must always be appreciated 
that the accounts so certified may possibly be used 
for more than one purpose. For example, if accounts 
are certified for partnership purpeses as being in 
accordance with the books of the firm they may also 
be used for presentation to the Inland Revenue for 
agreeing taxation liabilities, or at some future date 
produced to a prospective purchaser of the business 
as if they were a completely audited account. 
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As each of these parties will in their separate ways 
regard the accountant's certificate as meaning all it 


conveys to them, it is most important to ensure that ~ 


nobody is misled; as in the minds of many people the 
terms ‘auditor’ and ‘accountant’ are regarded as 
synonymous. 
Management 

What are the relations of the practising accountant 
with his client or those who manage the affairs of 
industry? Management as a whole tends to criticize 
the practising accountant, saying that he is old- 
fashioned, too conservative and too tied to past ideas. 
This may be so where the accountant comes in for 
no more than an audit at the end of the year, or is 
consulted in some minor field, but it is not the case 
where the accountant in practice is consulted through- 
out the year, where he is regarded not merely as thé 
servant of his client, but as one who should advise 
his client and lead him into proper channels. He 
should keep his client abreast of developments and 
bring to his notice all the points which may be 
necessary in conducting his business, whether it be 
with a view to forestalling difficulties which might 


otherwise arise through taxation in years to come on, 


the death of a proprietor, or the penalties which may 
be incurred through a change in control, either on 
account of personnel or, domicile. 


CONCLUSION 


I have recorded in some degree the progress and 
events of the past, the conditions of "ће present, and 
the possibilities of the future. 

To some of the present generation the past may 
have no more than an historic interest, and their 
successors may look upon the present in a similar 
light; but the real value in the consideration of the 
past is to learn of the progress that has been made and 
to realize that the accountancy. profession, like any 
other profession, cannot stand still: it must either go 
forward or slip backwards. 

In the certain hope that it is the wish of all those 
attending this Congress to see the accountant in 
practice enhance his reputation and service, I pose 


~ 


i 


below a number of questions which might stimulate { 


the Congress to give an indication of the road upon 
which we might travel in the decades to come: 

How will the practising accountant fit into the 
administration of nationalized industries? Will he 
find in this a greater or lesser demand for his services? 

Is the internal auditor to assume a more directly 
responsible position? 

Have we been wrong in our method of specializa- 
tion; should we have followed the practice of other 
professions and debarred the specialists from general 
practice? 

What part should the accountant in practice play 
in research, or should this become a whole-time 
occupation? 

How can the opportunity for specialization and 
research in accouriting technique best be developed? 
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: Would the progress of accounting technique be 
more satisfactorily developed under less rigid control 


than that provided: by detailed legislation? 


How can.the problems of the continuity of capital 


· and goodwill in the practising firms best be dealt 


with? 
It is frequently stated that statistics lie; should the 
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` accountant accept a greater responsibility for the pro- 
‘duction or certification of statistical statements, and 


should this subject take a more prominent place i in 


examination syllabuses?. 


Is the stereotyped audit certificate satisfactory? 
Should this be’ арене! Ъу. а more extensive audit 
report? (Concluded.) 


WEEKLY NOTES 


British Overseas Mining Association 
The British Overseas Mining Association has sub- 
mitted a 31-page memorandum to the Royal Commis- 
sion on the Taxation of Profits and Income. Its first 


. submission is that the profits of overseas mining 


companies controled from the United Kingdom 
should be taxed only to the extent that they are 
remitted to the United Kingdom. Failing this, the 
memorandum submits tkat where, owing to exchange 
restrictions, oversea profits are not available to a 
United Kingdom company in sterling they should 
not be assessed to United Kingdom tax. Alternatively, 
collection of the tax on such profits should be deferred 
until remittance is legally possible and until then the 
question of interest on such tax should not arise. The 
memorandum stresses the difficulties facing a United 
Kingdom company operating abroad in a territory 
which imposes heavy taxes of its own and which | 
looks askance at the necessity for the company to - 
withdraw large sums from the territory in order to 
meet the United Kingdom tax. It also stresses the 
unfairness of taxing non-resident shareholders of 
United Kingdom companies in respect of profits 
earned outside the United Kingdom, and it suggests 
that such shareholders be allowed to claim repay- 
ment of the United Kingdom income-tax deducted in 
so far as it relates to oversea profit. Similarly, divi- 
dends to such shareholders as own Io per cent, ог 
more of the voting power in the company should be 
excluded from the computation of distributions for 
profits tax purposes. This suggestion is alternative 
to a representation that profits tax be abolished. 

The memorandum makes a number of other 
interesting suggestions, particularly in relation to 
depreciation allowances for mining companies and 
to double tax relief. We hope to deal with it more 


fully next week. 


Another Steel Productivity Report 
Following upon the report last week of the British 
iron and steel productivity team on its visit to 
America, that of a similar team which went to the 
United States last autumn to study aspects of con- 
structional steel work was published on Monday.! 

In considering the accounting and.costing systems- 
of the various plants visited, attention was concen- 
trated on the form and scope of information presented 





- 1 Obtainable from the Anglo-American Council an Produc- 


tivity, 21 Tothill Street, London, SW1. 3s post free. 


to management as an aid to cost control and the means 
used to reduce the time and paperwork involved in 
producing this information. Ít was noted that, in 
most cases, profit and loss accounts were produced 
monthly and gave the separate results for each depart- 
ment, or works, or class of product, with the usual 
cumulative and comparative figures. Where products 
were fairly standardized, costs were not usually 
allocated to individual orders. Except in the case of 
large contracts nearing completion or defined units 
of a large order, profit was taken only when the job 
or contract was finished. Costs of work in progress, 
in most cases reported weekly, were confined to 
direct labour, the control of issues from stores being 
considered a sufficient check on direct materials 
used. | 

In all companies, budgets of overheads for the 
financial year were prepared. These, in some cases, 
were revised quarterly. Standard overhead rates 
were used for costing, the differences between the 


` actual and the amounts charged into costs at the 


standard rates being debited or credited in: the 
monthly accounts. In preparing the’ monthly in- 
formation for the control of overheads —this was 
normally done on orthodox departmental lines- 
special regard was given to the need for controlling 
the overheads in their character of outgoings. 

The secretary of the team was Mr J. R. Mackay, 
С.А., partner in the firm of Messrs Peat, , Marwick, 
Mitchell & Co, Newcastle upon Tyne. 


Specialloid Limited 


At Bow Street Police Court on June 27th last, 
Charles Frederick Russell and Harry Noel Bates were 
committed for trial on charges of having attempted by 
a misleading forecast and by dishonest concealment 
of material facts to induce persons to acquire shares 
in Specialloid Ltd, piston ring manufacturers, of 
which company they were at the material times 
director and managing director respectively. They 
both pleaded not guilty and reserved their defence. 


' Bail was allowed in the sum of £500 each. On July 


2nd, Mr Justice Barry ruled that the case should not 
be taken in the present session. He said that if the 
defence was not ready by the September session 
another application for standover could be made. The 
charges arise under Section 12 of the Prevention of 
Fraud (Investments) Act, 1939. It was alleged in the 
proceedings before the magistrate that although a 
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trading loss of over £150,000 was incurred in the 
year ended March 1946, the published accounts 
showed. a net profit. This was said to have been 
achieved by setting off an E.P.T. deficiency repay- 


ment. : 


Transport Commission’s Surplus 


Last year, the British Transport Commission made 
a net profit of just under £3 million after making 
provision for interest on British Transport Stock and 
a few other central expenses. This figure compares 
with a deficit of nearly Хто million in 1950. The 
figures for the last three years are given below: 


(ooo's of £s) 


I951 1950 1949 
Net traffic receipts: ; s s 
Railways 34,953 26,330 12,661 
Road haulage 3,247 1,106 1,432 
» passenger 3,854 3,390 4,258 
London Transport .. 1,550 1,749 3,711 
Total net traffic receipts 
including ships etc... 39,982 30,343 21,389 
Total net income includ- 
ing ancillary activities 49,141 40,024. 31,295 
Interest А ++ 44,829 44056 43,937 
Other central expenses 1,269 4,900 4,646 
Net surplus 2,944. 9,831 17,288 


Much of the improvement was due to upward 
adjustments of charges made to keep up with 
chronic increases in expenditure – wages, coal and 
petroleum oils all went up during the year. There 
are indications from the statistics, however, that 
efficiency also increased. This comes out of the 
figures whether one uses crude operating ratio figures 
of working expenses to gross receipts or such 
sophisticated concepts as net ton miles hauled per 
total freight engine hour. As the table shows, only 
London Transport failed to achieve а gross surplus 
last year. 

Encouraging as these results are for 1951, it is by 
no means certain that the Commission is running at 
a surplus now. The trade recession must have 
affected receipts, costs are rising and certain approved 
increases in charges have been postponed or with- 
held. 


Lord Latham on London Transport 


The general facts behind the 1951 transport figures 
have been reviewed by Lord Latham in a personal 
letter to all the employees of London Transport. The 
failure of the L.T.E. to break even in the past year 
suggests that the general problems of transport are 
particularly severe in its case. - 

Lord Latham does not mince words. He says that 
the year's results are disappointing *and he is quite 
certain in his own mind that the reason for this has 
been largely the inability of fares to keep pace with 
the increase in costs. Of the Fares Tribunal proce- 
dure he says: “London Transport does not complain 
that proposals to alter fares should have to undergo 
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public and. independent scrutiny, but the delays 
inherent. in the present Tribunal procedure had 
serious consequences.' The chairman calls upon all 
staff to use labour and materials with maximum 
efficiency and makes a special plea for the collection 
of all fares. 


Defence Bonds: A New Issue 


A new issue of Defence Bonds was announced in 
Parliament on June 26th. They will be available as 
from September 1st. They are, therefore, from one 
point of view a conversion issue for those who 
bought Defence Bonds in 1942 and who are now 


. eligible to be paid back after ten years. Between now 


and September rst the public may buy the existing 
issue of 3 per cent bonds or wait for the new issue. 


If they buy the present issue they can hold up to ' 


£3,500. The limit for the new issue is a holding of 
£1,000 in addition to all holdings of earlier issues. 
The new issue will carry an increased rate of 


interest — 34 per cent against 3 per cent and a bonus _ 


of 3 per cent if held for ten years (1 per cent if held 
for five to six years). The bonus is tax-free. Notice of 
encashment remains at six months, but after five 
years only three months’ notice is necessary. No 
notice will be necessary for withdrawal in the case of 
a deceased estate. Although repayable after ten 
years, they will continue to yield interest if held after 
that period. 


June Quarter’s Gold Loss 


In the quarter ended last month this country’s 
gold reserves fell by only $15 million, compared 
with a loss of $636 million in the previous quarter. 
This brings the reserves down to $1,685 million ~ 
the lowest they have been since the time of devalua- 
tion in the third quarter of 1949. 

This is a notable improvement on the March 
quarter but the edge is rather taken off when it is 
realized that the figure has been struck after taking 
into account $202 million of defence aid from the 
United States, a feature which hardly affected the 
figures of the previous quarter. Certainly, the Chan- 
cellor showed no inclination when he announced 
the state of the reserves to claim more than a respite 
from disaster by this performance. He even hinted 
at further measures to defend the balance of payments 
position. 

Even if the defence aid is not taken into the 
figures, there is a notable improvement on the last 
quarter. But the need for further measures to defend 
the pound comes out when the figures are measured — 
not against the first quarter’s performance — but 
against what has still to be done. Very soon now the 


_ favourable seasonal factors will begin to lose ground 


and heavy sterling imports will have to be financed 
in the third quarter. Instead of having a hump to 
live on when the seasonal figures are adverse, there 


is only a precarious near-balance which is obtained , 


on paper by bringing in all the credit items available. 


№, 


r- 


represent deductions 
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FINANCE AND COMMERCE 


Prompted by an improving gilt edged section, stock 
markets are staging a rally. Business shows some 
sign of expansion but is most selective in character. 
The undertone is, for the present, firm. 


Recommendation XV 


Some weeks have now passed since the publication by 
The Institute of Chartered Accountants in England 
and Wales of ‘Recommendation XV: Accounting 
in Relation to Changes i in the Purchasing Power of 
Money’. 

This recommendation draws the line of distinc- 


‘tion between depreciation etc. based: on historical 


cost and the amount it is felt advisable to set aside 
to meet the effects of a depreciating currency. The 
first is a charge; the second an appropriation. And 
profits should be correctly described on that basis. 

Auditors who are members of the Institute have 
this definite line to follow. It is interesting to see how 
it works out in practice. 


Unilever 


We give this week two leading examples. The first 
is Unilever Ltd, whose accounts are issued in com- 
bination with those of its Dutch partner. 


Statement B 
Figures shown in italics 





























UNILEVER'-LTD AND UNILEVER N.V. AND THEIR SUBSIDIARIES 
Consolidated Profit and Loss Accounts 
In considering this Statement, it should be borne in mind thet there are restrictions on transfer of some currencies 


As will be seen from the reprint of the consolidated 
profit and loss accounts, reserves for replacement of 
fixed assets are stated immediately following the 
provision for depreciation before arriving at a balance 
described as trading profit, without any qualification 
such as the Institute Recommendation suggests. The 
accounts for the previous year were composed in the 
same manner. 

The report of the auditors, Messrs Cooper Brothers 
& Co and Messrs Price Waterhouse & Co, 
on the previous year’s accounts, included a 
plain statement that ‘the balance shown as profit 
on Statements B and C are after making the transfers 
to reserves as stated in Note xii on Statement B. 
Subject to the foregoing. ... 

In their report on the 1951 accounts under review, 
the wording of the last paragraph is as follows: ‘We 
are of the opinion that in conjunction with the relative 
notes, the balance sheet of the company gives with 
the consolidated accounts a true and fair view of the 
state of its affairs as at December 31st, 1951, and the 
consolidated accounts give, from the standpoint of 
the members of Unilever Ltd, a true and fair view 
of the state of affairs at that date of the company and 
its subsidiaries and of their profit for the year 1951 


Statement B 
Figures shown in italics 
represent deductions 




































1950 1951 
LIMITED | N.V. ] COMBINED LIMITED N.Y, COMBINED 
£ £ £ Е £ £ 
34,318,448 30,930,492 65,248,940 (1) Balances from Trading Account .. 42,107,530 26,981,137 69,088,667 
3,925.589 3,926,075 851,6 (a) Provision for depreciation 4,681,110 5,071,872 9,752,982 
2,650,000 2,293,233 4,943,233 (b) Reserves for replacement of fi xed assets 2,850,000 2,265,037 5,115,037 
167,148 67,777 234,925 (4 Emoluments of Directors .. s 178,462 72,872 251,334 
28,300 9,520 37,820 (d) Pensions to former Directors 26,642 9,520 36,162 
27,547,411 24,633,887 52,181,298 (Il) TRADING PROFIT .. о. 34,371,316 19,561,836 53,933,152 
659,963 133,526 "793, 489 (Ill) Income from Trade Investments ae > 891,202 155,777 ,046,979 
750 000 1,879,699 2, e 699 (IV) Reserves for Stocks — .. € B ee 3,000,000 = 3,000,000 
83,817 28,642 412,459 (V) Exceptional items "m zs s 140,344 522,706 663,050 
94,578 960,386 А 054, 964 (М1) Interest on loan capleal . 483,898 $001,193 1,475,091 
38,796 38,796 (VII) Inter-Group interest .. oe Ja ie 34,355 34,355 — 
27,317,775 21,559,890 48,877,665 1x) PROFIT BEFORE TAXATION . 31,963,319 19,204,771 51,168,090 
X) Taxation: On profit of the year Including | 
16,378,066 13,048,720 29,426,786 forelgn taxes 20,544,203 12,554,152 33,098,355 
Adjustments relating to Previous 
708,787 258,633 967,420 years s А 1,324,499 564,192 1,888,691 
11,648,496 8,769,803 20,418,297 ed PROFIT AFTER TAXATION .. 12,743,615 7,244,811 19,958,426 
(XI Proportion attributable to outside share- 
650,146 541,278 1,191,424 holders" interests in subsidiaries *, 616,782 £03,993 1,120,775 
10,998,350 8,228,525 19,226,875 (ХП) CONSOLIDATED NET PROFIT 12,126,833 6,710,818 18,837,651 








Extract from Notes 
(XII) The profits shown at (УШ), (X) and (XII) are after setting aside reserves for replacement of fixed assets and for stocks. 
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SPILLERS LIMITED AND SUBSIDIARY COMPANIES 






































Consolidated Balance Sheet at January 3156, 1952 Reconciliation of Reserve for Increased Cost of Replacement of 
bx Aus E £ £ Fixed Assets 
тхе SQ в . 
Land, Buildings, Plant and other аа m 
рторапу 8SECOSE Or valuation as Add: Transfers from Profit and Loss Account — .. и "268,134 
Shown _py.separate:-companies Profits less losses on sales of fixed assets .. Ds 31,824 
10,598,892 Balance Sheets .. — .. .. 11,666,289 опена eri ао ОИЕ 
pieles pisi еы ома Depreciation over-proviston' earlier years transferred 13,794 
okt to Reserve for increased cost 2.904.820 
of replacement of fixed assets : h^: 
81,312 (ѕее посе 9) А s . 576726 Tn сна opa уна Ба bid acron 204,591 
10,517,580 £ 11,089,563 Minority interests share of provision '497 
| 2,699,732 
Deduct; Provision for 1699, 
4,962,464 : depreciation .. 5,199,838 : Transfers vis $e is a we T m + 44,278 
ess? pplicable to 
assets destroyed by As at January 3152, 1952 sis T: ea & e £244,010 
enemy action trans- 
ferred to foregoing И : . RT 
54,857 Reserve e .. 372,135 after making the transfers to reserves mentioned in 
4,907,607 4,827,703 Note xii on statement B.’ 
PRITE ——— —— 6,261,860 
у ee of Cost (less amounts written ` И Spillers 
off) of shares in subsidiary com- : 
БЕ ere the nomine Vale of The other example is taken from the accounts of 
1,738,051 | shares ws ot ad'ectapaniny 2,097,476 Spillers Ltd, the flour-milling combine, which are 
nvestments 1 ed companies D . • . 
229,953 Shares at cost s,s as 229,953 signed by Mr Arthur Whittaker (chairman) and Sir 
192,500 Advances .. s.a ss ЗА nasg Archibald F. Forbes, Р.С.А. (director). The auditors 
= ——— in this case are Messrs Impey, Cudworth & Co 
£7,771,277 Total Fixed Assets ,. — .. £8,961,789 : | 
k аса and Messrs Deloitte, Plender, Griffiths & Со. 
Consolidated Profit and Loss Account for the year ended They report that the accounts comply with thee 
January 3156, 1952 Act and give a true and fair view of the state 
и пасти ea ton the yest bs ak с Of affairs and of the profit, ‘the profit for the year 
2,205,984 Surplus on Trading ..  .. 2,632,188 having been arrived at after making a transfer to 
Dedit: reserve for increased cost of replacement of fixed 
УР ? pon for depre aan and ii "M assets’. 
К obsolescence of Пхеа assets , . . . . 
Allocation to reserve for in- The chairman explains the board’s view which, he 
Mus pressed а - 268,134 says, he is particularly anxious to stress in view of the 
£560000 . 690,000 last sentence in the report of the auditors. The 
1,645,984 1,942,188 directors, he states, are ‘continuing the policy of 
ОШЕА ТОАГ gs pm. ам having some regard to the current cost of replace- 
£1,685,773 Profit before Taxation. — .. 1,980,591 ment in providing for depreciation and obsolescence 
(i) On profits of the year (after of fixed operating assets’ which is ‘essential if the 
i . . . . 
Allowances): К SUMA physical capacity of the undertaking is to be kept 
rofits Tax an cess 1 1 i 1 1 
345,000 For ays asso intact and its earning power maintained А : 
503,000 gnome Tax aa ge 738,00 In my view, he continues, ‘it is equally essential 
e equalize effect of Initial G that amounts set aside for this purpose should consti- 
232,000 Allowances si, oes 149,009 tute a deduction in arriving at the trading profit and 
£1,080,000 1,350,000 should not be regarded as an appropriation of profit. 
£605,773 Net Profit after Taxation — .. 630591 It seems to me immaterial in this context whether 
APTN iy distribution in divi dendi such amounts are written off the book value of the 
(net) paid and proposed: asset or carried to a Special reserve. What is material 
- AE of Spilers is that there should be no misconception as to the 
37,720 On Preference Stock 36,004 1 tati a. 
sai toe Оп Preference Stock ЗКО amount of real profit available for appropriation. 
= On Deferred Ordinary о... The directors’ report emphasizes that the £421,866 
TEE os Серене 5 provided for depreciation and obsolescence is based 
19,345 Stock — .. ++ 20,436 on historical cost and that the £268,134 is an addi- 
355,208 352211 tional allocation to provide against the increased cost 
bs BR e cea of replacement. The size of the inflation problem is 
14,770 ies (net) e| 14,186 seen in. the statement that the fire insurance value of 
£369,978 366,397 the relevant fixed assets is 21,695,000. 
(i) By Addition to Revenue, In addition to the reprint of the Spillers CHR 
eserves: 
100,000 Generi Reserve _ .. 100,002 dated profit and loss account, we have extracted the 
25,000 Contingencies Reserve 25,000 fixed assets group from the consolidated balance 
110,795 deen 139,192 sheet and the reconciliation of the oo. i increased 
£235 795 264,194 cost of replacement of fixed assets, which appears in 
E = the balance sheet in company with.the general capital. 
£605,773 £630,591 


LL reserve under the capital reserves heading. 
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REVIEWS 


Hospital Organization and Management 
by Capt J. E. Stone, C.B.E., M.C., F.S.A.A., 
`Е.Н.А. 
(Faber & Faber Ltd, London. £8 8s net) 


The author in his preface refers to this book as a 
modest attempt to provide a comprehensive and up- 
to-date book on hospital organization and manage- 
ment. It is difficult to envisage what a whole-hearted 


-as distinct from a modest effort would have included, 


as the 1,674 pages cover, in many cases exceedingly 
fully, every aspect of the subject that can be brought 


. to mind. The summary of the contents reveals, how- 


ever, that each aspect of the subject has been given a 
fair proportion of space and no one part an undue 
proportion, and a close study of individual sections 
discloses how clearly and explicitly the explanations 
or suggestions are given. 

There is no doubt that this book will continue to 
be the standard work on all aspects of hospital admini- 
stration throughout the English-speaking world. It 
will be useful to the administrator as a guide and an 
encyclopaedia of reference; to the departmental head 
and assistant administrator it will, in addition, 
provide a constant source of inspiration for dealing 
with the problems delegated to them, while to the 
junior and student it will be the tutor and friend to 
be turned to when in difficulty or doubt. 

Apart from the value of the book in setting a 
standard on matters where there is room for differ- 
ences of opinion, for example, as to the method 
adopted for the organization of a central stores — 
and no hospital administrator would agree with all 
Captain Stone's suggestions – it undoubtedly pro- 
vides a source of information on factual matters on 
which there can be no argument, e.g. law and the 
National Health Service Act, 1946, and the inclusion 
of these subjects summarized with care but clezrly 
expounded adds enormously to the value. of the 
work. У 


To the hospital administrator it is suggested that 
he will obtain the greatest benefit from this book not 
by attempting to study it as a whole but by studying 
individual chapters at the time when the subject- 
matter of the chapter is before him as a problem at 


"his work. The full extent and value of the informa- 


tion given will then be apparent and appreciated. 
The reason for this suggestion is that in effect in this 
book there are six or eight books bound together for 
easy reference. 

Even with the material of his previous books on 
the same and allied subjects available, the prepara- 
tion of this work must have been a monumental 
task for the author. It will, however, be universally 
acknowledged that his efforts have produced some- 
thing real and worth while which will be of lasting 
value to the hospital service. 


The Rate of Interest and Other Essays 


by Joan Robinson 
(Macmillan & Co Ltd, London. ros 6d net.) 


The title of the book is that of the first of three 
essays. The other two are ‘Notes on the economics 
of technical progress’ and "The generalization of the 
general theory’, The theme throughout is the 
analysis of a dynamic economic system, the character- 
istic of such an analysis being, as Miss Robinson 
intends it, that it cannot explain how an economy 
behaves, in given conditions, without reference to 


‘past history. Static analysis, on the other hand, 


given unchanging conditions, purports to describe a 
position of equilibrium which the system will reach 
whatever its point of origin. The author attempts to 
connect the dynamic problems of current economic 
events with the static theories of the class-room and, 
although she admits to advancing only a short stage 
in this process, it is probably far enough for the 
general reader with only scant knowledge of the 


economic background. d 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


P.A.Y.E. and Incentives 
Sır, - Your statement that | : 
‘all direct taxation is disincentive whether at а flat 
rate or at progressive rates, especially when total 
taxation is so high’, 
which was expressed in the leading article headed 
*P.A.Y.E. and incentives’ of your issue dated June 
7th, should not remain unchallenged. 
You stated in the same article that many people 
‘are content to earn just that amount which, after 
deducting income-tax, will maintain their traditional 
or conventional standard of living’. 


From that very practical assumption it cannot 
properly be concluded that a reduction in a person’s 
net income, due to increased taxation, will in itself 
induce him to earn less; on the contrary, it could 
appear reasonable to expect that he will try to earn 
more in order to maintain an undiminished net 
income. 

It is only when he finds that his efforts to do this 
are frustrated by an excessive marginal tax rate that 
he resigns himself, disappointed and grudgingly, to 
a reduced standard of living. - 

More theoretical examination would show that a 
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flat-rate tax does probably not affect people's will to 
earn income either way, but it certainly does not 
reduce that will. A high direct taxation may induce 
some people to emigrate; those who stay at home will 
not work less because of a high flat-rate tax, but they 
may do so if the tax scale is steeply progressive. 

It is disappointing that on the vital question of the 
effect of income-tax on the lower income groups no 


‘direct statistical evidence’ seems to be forthcoming. 


Yours faithfully, 
York. F. H. HUGHES. 


[We did not put forward the probable existence 
of an urge to maintain living standards as reinforcing 
our statement that all direct taxation is disincentive. 
Obviously it works the opposite way. The point we 
were making is that itis difficult to quantify the net 
effect. If our correspondent really thinks that a flat-rate 
tax is not disincentive, we invite him to compare a 
flat rate of 6s 8d in the pound (which has actually 
been advocated) with a steeply graduated rate rising 
from a penny to ninepence in the pound. – Eprror.] 


Modern Internal Auditing 


Sr, – The International Congress and the Isle of 
Wight have combined to delay my thanks to Mr Sim 
for the comments which he made in your issue of 
June r4th on the small general reference to internal 
audit departments made in my article published on 
May 3rd. 

I endeavoured to make my remarks as general and 
average as possible, as it is invariably the case that 
no specific point will refer equally to any two com- 
panies. 

Thus, so far as internal auditing is concerned, my 
own experience of large companies, with which I 
have come in contact, ranges from those whose 
accounting arrangements were so well organized, 
efficient and up to date that an internal audit depart- 
ment was never considered to be necessary, through 
those who were obliged to rely on the human element 
to such an extent that a purely checking internal 
audit department was necessary, to those which ought 
to have had an internal audit department, but hadn't. 

Mr Sim writes from the British Electricity Auth- 
ority, and it may be that the nationalized industries, 
of which my own experience and knowledge still lie 
in the future, have by their size achieved new divi- 
sions of responsibility. If this is the case, I look 
forward to hearing more of any new development in 
accounting technique which they may have developed. 

Yours faithfully, 
Edinburgh, 3. ANGUS MacBEATH. 


What do we Expect from Economists? 
SIr, - Mr Barnes’ criticisms (issue, May roth last) 
miss the whole point of Mr Briscoe's article in your 
issue of April 26th last. To my mind Mr Briscoe was 
making an honest attempt to examine the merits of 
the strong movement in the accountancy profession 
for what is called a more realistic approach to balance 
sheets and determination of profit in a period of 


е 
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inflation. I for one had never been able to accept with 
any enthusiasm the unorthodox opinion embodied 
in this movement, but I could not put into words 
why I felt like that about it. Mr Briscoe has expressed 
it and I am grateful to him, for he has touched on 
the deeper issues. involved. : 
Surely the manipulating and maintaining of a 
dishonest currency in order to stave off the evil con- 
sequences of our mode of living has a far deeper 
significance in our community than the transgression 
of an economic law, namely, if you expend more 
wealth than you produce you are impoverished. 
Why should we as accountants be parties to this 
dishonesty and attempt to hide the effects of such 
transgressions on the specious plea of a more realistic 


approach to the values of assets in a balance sheet | 


and the cost of their replacement? 
I am indebted to Mr Briscoe for his forthright 


article. Yours faithfully, 
L. J. N. HAMPTON, A.4.C.C.A. 
Salisbury, Southern Rhodesia. 


Hire-purchase Repossessions 


Sir, - On the liabilities side of the balance sheet of 
a garage business is an item ‘Hire-purchase reposses- 
sions’. There is no specific contra entry in the assets 
side. Such repossessions are in respect of cars for 
which purchasers cannot keep up payments. The 
trader renovates the cars, if necessary, and sells them 
if he can, any profit going to him. This is by way of 
arrangement with a finance company, so it could 
appear he is liable to pay the finance company if such 
sales do not take place. 

What should the position be regarding the assets 
side of the trader's balance sheet both before and 
after such repossession? 

I should be interested to read any comments. 

Yours faithfully, 
TAXI. 


What Should the Accountant Do? 


Sir, - I think that most practising accountants will 
agree with ‘B.Com., C.A.’ in your issue of June 2156, 
that it is more professional when submitting accounts 
and a computation to an Inspector of Taxes, to draw 
his attention to any special expenditure rather than 
wait for his inquiries. 

I cannot agree, however, with your correspondent's 
opinion that an accountant should draw the In- 
spector's attention to tax which is owing by his client. 
When the liability is agreed, and the accountant has 
reported to his client, surely his job is done and he is 
no more responsible for being concerned with the 
discharge of that liability than he would be of any 
ordinary business debts of his client. Far from being 
dishonest, I am of opinion that the accountant would 
be exceeding his authority if he drew the Inspector's 
attention to outstanding tax liabilities. 

Yours faithfully, 
J. M. 
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THE ROYAL COMMISSION 
THE ASSOCIATION’S WITNESSES 


Representatives of The Association of Certified and 
Corporate Accountants were the only witnesses heard 
by. the Royal Commission on the Taxation of Profits 
and Income when it held a public session at the Hall of 
The Society of Incorporated Accountants on July 4th 
last. They were Mr Leo Kennett, LL.D., B.COM., 
F.A.C.C.A., and Mr J. E. Harris, B.COM., A.A.C.C.A., and 
they were examined on the Association's Memoran- 
dum No. 1, which deals with the question, ‘whether 
the present treatment of companies for taxation 
purposes is satisfactory'. 'lhis memorandum was 


reviewed in our issue of June 16th, 1951, at page 583. 


Period of Assessment 


The chairman quoted the following statement from 
the memorandum: 
“T'he choice of twelve months as a basis for measuring 
profit is a purely arbitrary one. 'T'he taxable capacity of 
a business can only be properly measured by reference 
to its earning over its whole life.' 
He asked whether this was practicable, and how the 
Association would apply it, particularly in view of the 
fact that the Budget was on an annual basis. Mr Kennett 
said it was a desirable end to work for, although he 
appreciated that there were difficulties on the Inland 
Revenue's side. He agreed that carrying losses back for 
several years might cause complications. 


Deductions in Arriving at Taxable Profit 


On the question of deductibility of expenses, the 
chairman quoted the following passage which the 
memorandum had underlined: 
‘It is suggested first that taxable income ought to be 
computed so that any expenditure or disbursement 
attributable to production or marketing of goods or 
services is to be regarded as an allowable cost, and second 
that there is no clear distinction between capital and 
revenue expenditure. Capital expenditure with certain 
exceptions is rarely of permanent value; it should more 
properly be regarded as deferred revenue expenditure 
which takes longer to pass through the profit and loss 
account in the form of depreciation, or amortisation, or 
depletion or obsolescence.’ 
Mr Kennett elaborated on this theme. He said that 
all business expenditure fell into one or other of two 
groups. The first group consisted of revenue expendi- 
ture which was expected to be recovered in the same 
year; the second consisted of expenditure which was 
equally of a revenue nature but which one would 
expect to recover in the course of a number of years. 


Inflation 


The chairman asked if inflation would affect this 
principle; would they be content to recover the 
historical cost? Mr Kennett said that inflation was a 
second consideration which had to be taken into 
account. To arrive at the correct amount of profit, 
inflow and outflow must be measured in money units 
of constant value. The depreciation charge should be 
based on the same depreciated pounds as were used 
to measure other revenue expenditure. The chairman 


' said that meant recovering more than the cost, and he 


asked whether that was a recognized principle of 


accountancy. Mr Kennett said that those who had 
advocated this principle to the Millard Tucker Com- 
mittee were admittedly in the minority then, but 
subsequently there had been a marked switch over to 
that view, a change which had been emphasized at 
the recent International Congress on Accounting. Those 
who still did not accept this new principle were mainly 
deterred by the absence of any safeguards to prevent 
the use of arbitrary methods in applying it. The chair- 
man observed that some very useful papers had been 
read at the Congress. He asked whether any resolution 
had been passed on the subject: witness said there were 
no such resolutions. 


Replacement of Fixed and Floating Assets 


'The chairman quoted the following passage from the 

memorandum: 

` ‘Our conception of income is a sum which, at the end 
of a given period a business unit could dispose of without 
impairing the same aggregate of physical assets in the 
same workable condition as they were at the beginning 
of the period. It is on income thus defined that tax 
should be charged.’ 

He referred to the suggestion that 
‘the depreciation allowance be ascertained as hitherto 
on a historical cost basis, but that the resulting figure be 
adjusted to allow for the relative change in the price level 
of the year in question compared to that in which the 
asset was acquired. Further, the deduction from the cost, 
to ascertain the carry-forward on which to base the 
following year’s depreciation, should be limited to the 
allowance computed on the historical cost basis, thus 
allowing a charge against revenue over the life of the 
asset, of a sum greater than the original cost of the asset.’ 


He asked would there not be great practical difficulties 
in making such a calculation? Mr Kennett replied that 
where accounts were kept in an up-to-date manner 
there would be no difficulty, and anyway the principle 
should not be jettisoned for practical difficulties. When 
the chairman said they had to consider all kinds of 
small businesses with few records, Mr Harris said they 
did not propose a separate calculation for each individual 
asset; every company knew when its assets were bought. 

Asked what would be done when the inflation 
factor was less than unity, Mr Kennett said the 
depreciation allowance would not be allowed to fall 
below the historical cost basis. To the chairman’s 
observation that this seemed to be getting the best of 
both worlds, Mr Kennett replied that the trader 
should be allowed to recover the full cost to him of the 
asset. 

Profits and Dividends 


Developing the theme that profits retained in industry 
were insufficient to maintain its productive capacity, 
Mr Harris referred to the figures in Appendices F, 
and G. of the Association’s Memorandum No. 1. In 
arriving at these Statistics of company profits and assets 
they had taken great care to take a truly representative 
sample. For the companies in that sample profits had 
risen from £22 million in 1938 to £71 million in 1950 
but the corresponding increase in dividends was from 
£7 million to £8-4 million only, which taking into account 
the fall in the value of money showed a considerable 
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reduction in dividends in real terms. Mr Kaldor, a 
member of the Commission, later pointed out that the 
profits were shown gross but the dividends were shown 
net. As there had been a very considerable increase in 
the standard rate in the period chosen, the comparison 
was not a just one, unless witnesses thought that equity 
shareholders were to be immune from tax increases 
which applied to everyone else. Did the witnesses 
consider that a company ought to compensate its 
shareholders for the rise in standard rate? 


Mobility of Capital 


The chairman referred to the part of the memorandum 
which asserted that the sources of capital external to 
a firm were gradually drying up, partly due to the 
increasingly steep progression in the taxation of 
individual incomes and that if this country was to be 
able to compete with others, it must be able to establish 
new industries, for which there must be a high 
mobility of capital, He asked witnesses whether they 
had a separate corporation tax in mind. Mr Kennett 
replied that whatever tax was imposed, it should allow 
of enough retained profits to be available not only for 
current maintenance but also for extension and 
development. Mr Harris said it would not be. unfair 
to arrange taxation so that a business was able to 
distribute the same proportion of its net profit as 
pre-war. That would increase the supply of mobile 
capital. 

Both witnesses criticized profits tax. The tax on 
distributions reduced the supply of mobile capital 
while the total rate of tax, including income-tax, was 
so high that. it encouraged extravagance and was 
therefore inflationary. 


Retention of Profit 


Mr Kaldor pointed out that according to the sample 
statistics, the companies concerned put away less than 
£8 million in 1938, against over £31 million in 1950; 
that indicated that retained profits had kept pace with 
the fall in the value of money. In any case, was it not 
usual to borrow money pre-war, as it was now? Sir 
Geoffrey Heyworth, another member of the Com- 
mission, pointed out that the comparative borrowed 
money figures were shown in the same statistics. 

Mr Kaldor said that the depreciation allowed in 
1950 was very much more than that allowed in 1938. 
Mr Harris pointed out, however, that 1950 was a year 
of high initial allowances which had now ceased, and 
that there had been considerable re-equipment in 
1945 at post-war prices. Mr Kaldor said that if the 
assets were all revalued at current prices, as had been 
done by some large companies, the shareholders would 
emerge as beneficiaries, not sufferers, from inflation. 
The burden of debentures had naturally fallen as 
money had depreciated. Would shareholders have been 
so well off had inflation not taken place? 

Mr Kennett said that the large profits which were 
shown іп the sample were due to the. pad principles of 
accounting which at present obtained. However, Mr 
Kaldor said the figures failed to support the Associa- 
tion’s propositions. Summing up these figures, 
Mr Harris said they were evidence that assets and 
stock in real terms, had decreased, and that dividends, 
again in real terms had fallen. 
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; Future Inflation 
Mr Crick, another member of the Commission, said 


-that the Association's submissions contemplated a 


perpetual instability in the value of money in the 
future. Mr Kennett said that was likely because one 
of the main considerations of economic policy nowadays 
was full employment, whereas in the past economic 
policy was more concerned about stabilizing the value 
of money. Under the new policy there were bound to 
be fluctuations; indeed, even the old policy itself had 
not succeeded in avoiding them. Asked would not the 
Association's proposal for increasing depreciation 
allowances relax the defences against inflation, Mr 
Kennett said that the answer was not within the 
province of an accountant. 


Business Income and Other Incomes 


Mr Kaldor said that the Association claimed freedom 


for businesses from any tax which reduced their real 
capital. That was not a general proposition; all other 
taxpayers would still have to pay on their money 
income. They wanted a specially favourable basis for 
businesses. He agreed that as regards honesty to the 
shareholders it was right to debit depreciation based on 
replacement cost, but as between business profits and 
other forms of income subject to tax it was not right. 
When violent inflation took place in Germany in the 
nineteen-twenties the law had stepped in to revalorize 
contracts expressed in money terms, not to protect 
the owners of fixed assets, but rather to protect those 
who had lent money which had been used in order to 
buy the assets. The Association's suggestion of the 
replacement cost basis of depreciation might raise more 
injustice than it cured. Mr Harris said that fixed assets 
did not enter into the computation of other incomes. 
Shareholders, moreover, took a risk which those with 
fixed incomes did not. Finally, if their suggestion did 
diverge a little from social justice, that was a small 
price to pay for avoiding economic stagnation. Mr 
Kaldor described the latter danger as being more 
potential than real. 


Accountants and Taxation 


Mr Harris told Mr Crick that many of the members of 
the Association were in private practice, that more of 
their time was taken up with taxation matters than 
before the war, and that this part of their work was 
still growing. This was due both to the growing 
complexities of tax law and to the taxpayer's growing 
sensitivity to high rates of tax. 

Asked to give instances of ‘unorthodox’ activities, 
Mr Harris cited partnership changes, as mentioned in 
the Millard Tucker report. There was also the device 
of directors employing each other's wives in order to 
obtain the wife's earned income relief. He agreed with 
Mr Carrington that the adoption of the Millard Tucker 
recommendation on the partnership point would remove 
the anomaly. He also agreed that the second device he 
had mentioned seldom if ever happened in public 
companies — he agreed that the auditors would have a 
duty to perform. 


Stock Valuation 
Mr Kennett agreed with Mr Carrington that the 


financial difficulties of the last two years had been due , 


more to stocks than to fixed assets. He had had no 
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experience of the base stock method. Mr Carrington 
quoted. the following recommendation made by the 
Association: 
‘That the ordinary МЕО method of stock valuation 
inserting into the revenue account a special tax-free 
stock replacement provision equal to the amount of the 
expansion in stock values due to price inflation be 
adopted.’ ~ 


Mr Kennett said that each firm should ђе allowed to 
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choose this method. Asked what he would do when the 
market value of stock fell below Frro value, Mr Kennett 
said he would want to take the market value. Mr 
Carrington said that was going beyond the ‘American 
method, where you had to take LIFO for better or worse 
and there was no divorce court. 

Mr Kennett said he would apply the suggested 
replacement cost basis even though it meant passing 
a preference dividend. 


OF CHARTERED 


ACCOUNTANTS IN ENGLAND AND WALES 
SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council, held on 


Wednesday, July 2nd, 1952, at the Hall of the Institute, 


. Moorgate Place, London, EC2, there were present: 


Mr T. B. Robson, M.B.E., President, in the chair; Mr J. 
Blakey, Vice-President; Messrs H. Garton Ash, 0.B.E., M.C., 
W. L. Barrows, Sir Harold Barton, Messrs T. Hamilton 
Baynes, B. H. Binder, T. Fleming Birch, C. W. Boyce, 
c.B.E., W. S. Carrington, A. S. H. Dicker, M.B.E., С. R. 
Freeman, P. F. Granger, D. V. House, H. Crewdson 
Howard, Sir Harold Howitt, G.B.E., р.5.0., M.C., Messrs 
W. H. Lawson, све. W. R. MacGregor, P. Morgan- 
Jones, S. J. Pears, C. "U. Peat, M.C., P. M. Rees, M.C., 
L. W. Robson, G. F. Saunders, Gilbert D. Shepherd, 
M.B.E., K. G. Shuttleworth, B. Smallpeice, E. E. Spicer, 
C. M. "Strachan, 0.B.E., E. D. "Taylor, T. A. Lacy Thompson, 
0.5.0., M.C., G L. Č Touche, E. Gordon Turner, M.C., 
A. D. Walker, Sir Nicholas Waterhouse, K.B.E., Mr R. P. 
Winter, M.C., T.D., with the Secretary and Assistant 
Secretaries. 


Mr B.H. Binder, Sir W. H, Peat, Mr S. H. Gillett 


Before the proceedings commenced the Council 
extended its heartiest congratulations to Mr B. H. 
Binder on the inclusion of his name as a Knight 
Bachelor in the Birthday Honours List. Congratula- 
tions were also extended to Sir W. H. Peat on becoming 
а Knight Commander of the Royal Victorian Order, and 


‘to Mr S. H. Gillett on his election as a Sheriff of the 


City of London. 


The Sixth International Congress on 
Accounting, 1952 
The thanks of the Council were expressed to all 
concerned in the Institute — particularly Sir Harold 
Howitt, the Secretary and the staff—who played so 
great a part in the successful organization and conduct 


. об the Sixth International Congress. Special thanks 


were also expressed to Brigadier Jones, Miss Hay, 
and their special Congress staff m their very great 
contributions to its success. 

Exemption from the Preliminary Examination 
Two applications under bye-law : 79 for exemption 
from the Preliminary examination were acceded to. 
Exemption from the Intermediate Examination 


‘Two applications under bye-law 85 (b) for exemption 
from the Intermediate examination were acceded to 
and one application was not acceded to. 


Reduction in Period of Service under Articles 


У Three applications under bye-law 61 for a reduction 


in the period of service under articles were acceded to. 


Approved University Degree Courses 

(Bye-law 62) 
The Council approved the following university degree 
courses for the purposes of bye-law 62 provided in 
each case that the subjects taken are in accordance 
with the course approved by the Joint Standing 
Committee of the Universities and the Accountancy 
Profession: 

University of Bristol: B.A.(Econ.) (in place of the 
previously approved B.A. Com.) for students com- 
mencing their degree course after September 3oth, 
1952. 

University of Southampton: B.Sc.(Econ.) (in place of 
the previously approved course in University College, 
Southampton, for the B.Com. degree of the University 
of London) for students commencing their degree 
course after September зобћ, 1952. 

University College, Hull: B.Sc.(Econ.) of the 
University of London (in place of the previously 
approved course for the B.Com. degree of the Univer- 
sity of London) for students commencing their degree 
course after September 30th, 1951. 

University of Nottingham: B.A. with honours in 
industrial economics (in place of the previously 
approved B.A.) for students commencing their degree 
course after September 3oth, 1951. 

University of Durham: B.A.(Econ.) (in place of the 
previously approved B.Com.). 


London and District Society of Chartered 
Accountants 
Mr S. H. Gillett, Mr L. W. Robson and Mr G. L. C. 
'Touche were appointed as representatives of the 
Council on the Committee of che London and District 
Society of Chartered Accountants for the ensuing year. 


'Taxation and Research Committee 


Mr T. Fleming Birch, Mr W. G. Campbell, Mr P. F. 
Carpenter, Mr W. W. Fea, Mr A. P. Ravenhill and 
Mr.P. M. Rees were appointed as nominees of the 
Council on the Taxation and Research Committee for 
the year commencing October 131, 1952. 


Annual Meeting of the Representatives of the 
District Societies and of tbe Council 
The Council decided that the representatives of the 
Council at the annual meeting of the representatives 
of the District Societies and of the Council on 
November Irth, 1952, shall be the President, the , 
Vice-President, the Chairman of the General Purposes’ 


. 
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Committee, the Chairman and Vice-Chairman of the 
District Societies Committee, and Mr P. M. Rees. 


Appointment to Committees 


Mr P. F. Granger was appointed a member of the 
Investigation Committee. 


Articled Clerks: Deferment of National Service 


The Council authorized the publication of the following 
statement: 


"The Ministry of Labour and National Service Has made 
a change in the regulations regarding deferment of national 
service of students. The regulation affected is item 1 (a) 
of the statement authorized by the Council on August 3rd, 
1949 (The Accountant, August 13th, 1949), which is now 
replaced by the following revised regulation. The change 
which has been made is the addition of the words printed 
in italics and the omission of the word printed in square 
brackets. 


(a) Men who so desire* will not [normally] be called up 
until the end of the school term in which they attain 
the age of eighteen years three months. For this 
purpose school terms will be regarded as running from 
September 1st to December 31st, from January rst to 
April 19th, and from April 20th to August 31st. 
(* Those who wish to study until the end of the said 
school term must apply to do so.) 

"The Ministry has also made new rules, in amplification 
of item 2 of the statement authorized by the Council on 
August 3rd, 1949, regarding the period for which deferment 
will be granted. Item 2 stated that if the regulations were 
satisfied, deferment would be granted, subject to satisfac- 
tory progress, for the period required to complete service 
under articles and not later than the first opportunity 
thereafter, to sit for the Final examination. This has now 
been. amplified by the following rules to come into operation 
when the results of the examinations in November r952 
are announced. The new rules arise from the effect which 
failure to pass the Intermediate examination at the first 
attempt may have on the total period required in order to 
pass the Final examination: 

(1) An articled clerk who has not passed his Intermediate 
examination on completion of four years of his articles 
will be permitted to complete his articles but will 
immediately thereafter be required to undertake his 
national service. 

(ii) An articled clerk who has passed his Intermediate 
examination by the time four years of his articles 
have been completed will be granted deferment to 
enable him to sit the Final examination on the first, 
and if necessary, the second possible occasion on 
which he is eligible to do so following the completion 
of his articles. 

“The foregoing changes, which should be read in con- 
junction with the remainder of the deferment regulations, 
have been incorporated in the regulations shown in the 
current edition of the Institute’s booklet GENERAL INFORMA- 
TION AND SYLLABUS OF EXAMINATIONS,’ 


Association of Chartered Accountants in 
Trinidad and Tobago 
It was reported that an Association of Chartered 
Accountants in Trinidad and Tobago had been formed 
and that membership is open to all members of the 
English, Irish and Scottish Institutes who work or 
reside in that colony. 


Articled Clerks in Industrial Organizations 


Two applications under bye-law 58 (c) from articled 
clerks to serve a part of their articles in an industrial 
organization were not acceded to. 
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New Certificates of Membership etc. 


The Council decided that in future the charge for a 
new certificate of membership, fellowship or practice, 
when the original has been lost, shall be ros per 
certificate, 


Certificates of Practice etc. 
It was resolved: 


(1) That certificates of practice be issued to the 
following seven associates who have commenced to 
practise: 


Asquith, Richard Fraser England; 1946, A.C.A.; (Wheawill 
& Sudworth), Martins Bank Chambers, Greek Street, 
Leeds, 1, and Wade Buildings, 21 Wade Lane, Leeds, 2 

Biggs, Peter James Neal; 1947, A.C.A.; (Whitmarsh, Edge- 
cumbe & Co), 7o Mutley Plain, Plymouth. 

Fudge, Leslie Alfred; 1951, A. CA. (Leslie Fudge & Co), 
13 North Park, Kingswood, Bristol. 

Green, Hugh Claude; 1948, A.C.A; 68 Harrow View, 
Harrow, Middlesex. 

Jolly, Howard John; 1939, A.C.A.; 18 De Parys Avenue, 
Bedford. 

Robinson, Peter Richard; 1952, A.C.A.; 67 Upper Rich- 
mond Road, Putney, London, SWrs. 

Smith, David Revell; 1952, A.C.A,; (W. Smith & Co), 123 
London Road North, Lowestoft. 


(2) That one associate be elected to fellowship under 
clauses 9 and 31 of the supplemental Charter (bye-law 


(3) That five associates be elected to fellowship under 
clause 6 of the supplemental Charter (bye-law 31). 

(4) That one associate be elected to fellowship under 
clauses 6 and 31 of the supplemental Charter (bye- 
law 31). 

(5) That one applicant be admitted as an associate 
under clause 5 of the supplemental Charter (bye- 
law 31). 

A list of those who complete their fellowship or 
membership before July 15th will appear in The 
Accountant on July 19th. 


Chairmen and Vice-Chairmen of Committees 


The Secretary reported the appointment of the following 
Chairmen and Vice-Chairmen of Committees for the ensuing 


year: . 
Committee Chairman Vice-Chairman 
Applications P. Morgan-Jones L. W. Robson 
District Societies P. Morgan-Jones Е. D. Taylor 
Finance A. S. H. Dicker E. D. Taylor 
General Purposes H. Garton Ash S. W. Cornwell 
Investigation D. V. House C. W. Boyce 
Library A. D. Walker P. F. Carpenter 
Parliamentary W. H. Lawson W. S. Carrington 
and Law G. F. Saunders 


Registration of Articles 


The Secretary reported that thirty-four articles of 
clerkship were registered during the month of June 
as compared with forty-nine in the previous June. 


Deaths of Members 


The Council received with regret the Secretary’ 5 
report of the deaths of the following members: 
Mr George Robert Brown, F.c.a., Sheffield. 
John Down, a.c.a., London. 
Percy Reginald Hornsby, F.c.a., London, 
Charles Gordon Sharp, Е.С.А., Johannesburg. 
Alan Sly, a.c.a., London. 


% 
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TAXATION CASE 


A full report of the case summarized in this column will be published, with Notes on the Judgment, 
in the Annotated Tax Cases. 


Chibbett v. Harold Brookfield & Son Ltd 


` In the Court of Appeal 
May 19th, 1952 
(Before THE Master OF THE RoLLs (Sir RAYMOND 
EversHED), Lord Justice BIRKETT and 
Lord Justice RoMER) 
Income-tax — Builder's pool — Cessation of business — 
Building society deposit released after cessation — 
Previous offer of release of deposits — Whether in- 
cludible in receipts of last accounting period — Income 
' Tax Act, 1918, Schedule D, Case 1. 


During the years 1934 to 1939 the company 
carried on business as a builder, and made deposits 
with a building society in order to form a builder's 
pool for the purpose of financing the purchase of 
houses on the instalment plan. In July 1946 the build- 
ing society offered to release the deposits, but the 


offer was not accepted. The company went into 
liquidation on November 28th, 1946, and its business 
ceased on that day. The deposits were released by 
the building society on May 8th, 1947. No valuation 
of deposits was made at the times of the sale of houses. 

The Inland Revenue contended that the deposits 
should be brought into the receipts of the accounting 
period ended November 28th, 1946, and brought in 
at their full value. The Special Commissioners 
decided that the deposits were worth their face values 
during that period, but that they could not be brought 
into the computation of the company's profit for its 
last accounting period. 

Held (reversing the judgment of Mr justice 
Donovan), that as the deposits had their full value to 
the respondent prior to the date of its liquidation, 
they should be brought into the accounts for the 
respondent's last accounting period at their full value. 


BOARD OF INLAND REVENUE 
TWO NEW APPOINTMENTS 


The Board of Inland Revenue has announced that 
Mr Alfred Road, с.в.в., Deputy Chief Inspector of 
"Taxes since 1947, has been appointed Chief Inspector 
of Taxes to succeed Sir Charles Foulsham, who 
retires from the public ser- 
vice on October rst. 

'The Board has also an- 
nounced the appointment of 
Mr R. B. Waterer, C.B., as 
Solicitor of Inland Revenue, 
in succession to Sir Bernard 
Blatch, M.B.E., who is retir- 
ing from the public service 
on October ist. 

Mr Road, who is 61, was 

У born in Pembrokeshire and 
. Мг Alfred Road, C.B.E. was educated at Borden, 

Kent. He joined the Inland Revenue in October 
1910, and has served in the City of London District, in 
the Metropolitan area,and also in Scotland. 
He has been at the head office in London 
continuously since 1939 and his appoint- 
ment as Chief Inspector of ‘Taxes comes 
after five years as Deputy Chief Inspec- 
tor. He was awarded the C.B.E. in 1950. 

Sir Charles Foulsham, who retires on 
October ist, started in the Inland Revenue 
in October 1910, and worked at Lincoln 
and Lewisham before going on active 
service with the Artists’ Rifles and the 
* Suffolk Regiment in the First World War. 
On returning to civilian life he went to 








Sir Charles Foulsham 


Liverpool and was in charge of various districts from 
1920 to 1935. He served at Somerset House from 
1935-39 and after three years secondment to the Secre- 
tary’s office at the Board of Inland Revenue for excess 
profits tax duties, was ap- 
pointed Deputy Chief In- 
spector of Taxes in May 
1943. Sir Charles, who re- 
ceived his knighthood in 
1949, was appointed Chief 
Inspector of Taxes in Octo- 
ber 1947. 

Mr R. B. Waterer, C.B., 
who succeeds Sir Barnard 
Blatch, M.B.E., as Solicitor of 
Inland Revenue, was born 2Р7 
in Surrey іп 1891. He was Mr R. B. Waterer, С.в. ` 
educated at St Cyprian’s School, Eastbourne, and 
Eastbourne College, and after a year in Paris was 
articled to solicitors in Hereford and 
Bedford Row, London. 

Shortly after the outbreak of the 
First World War he enlisted as a 
despatch rider and was commissioned 
in 1915 in the Royal Engineers. He was 
invalided out of the Army in 1916 and in 
1920 entered the Treasury Solicitor’s 
office. He went to the Board of Inland 
Revenue in May 1925 and has been 
principal assistant solicitor to the Board 
since 1941. 
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"- NOTES AND NOTICES 


The Institute of Chartered Accountants in 
England and Wales 
DISCIPLINARY COMMITTEE 

Finding and Decision of the Disciplinary Com- 

mittee of the Council of the Institute appointed 

pursuant to bye-law 103 of the bye-laws appended 
to the supplemental Royal Charter of December 

2151, 1948, at a hearing held on "fune 4th, 1952. 
A formal complaint was preferred by the Investiga- 
tion Committee of the Council to the Disciplinary 
Committee that Cyril Clement Leonard Halstead, 
Е.С.А., had been guilty of acts and defaults dis- 
creditable to a member of the Institute within the 
meaning of clause 21, sub-clause 3 of the Royal 
Charter, in that (1) between April 21st, 1950, and 
April 26th, 1950, he presented to a society a series of 
cheques drawn by him to the amount of £2,254 in 
respect of which he stopped payment; (2) despite 
repeated requests he failed to hand over to a company, 
of which he had been the secretary, certain books and 
papers of the company until ordered so to do by the 
Queen's Bench Division of the High Court of 
Justice; (3) despite such repeated requests and the 
making of such order he still failed to hand over 
such books and papers of the said company; further 
that on April 19th, 1951, he was convicted at Bow 
Street Police Court for defaults in filing returns under 
Section 342 of the Companies Act, 1948, relating to 
a company of which he was the liquidator; further 
that on September 25th, 1951, he was convicted at 
Bow Street Police Court for defaults in filing returns 
under Section 342 of the Companies Act, 1948, 
relating to the same company of which he was the 
liquidator, so as to render himself liable to exclusion 
or suspension from membership of the Institute. 

The Committee found that the formal complaint 
against Cyril Clement Leonard Halstead, F.c.a., had 
been proved under all headings and the Committee 
ordered that Cyril Clement Leonard Halstead, F.c.a., 
of 16 Mumford Court, Lawrence Lane, London, 
EC2, be excluded from membership of the Institute. 


Personal 


Messrs Lorp, Foster & Co, Chartered Account- 
ants, of Rex House, 38 King William Street, London, 
EC4, announce that as from July 1st, 1952, they have 
taken into partnership Mr KENNETH FREDERICK 
PAINE, A.C.A., and Mr DAVID SPENSER STEVENS, 
A.C.A. The practice will continue to be carried on 
under the same name at 38 King William Street. 
Messrs CLEMENTS, Hakim & Co, Incorporated 
Accountants, of St Paul’s House, 61-63 St Paul’s 
Churchyard, London, EC4, announce that Mr R. P. 
LEY, Е.5.А.А., has resigned from the firm as from 
uly 1st, 1952, to enable him to continue to practise 
in his own firm of R. P. HEDLEY & Co, at St Paul's 
House, 61-63 St Paul's Churchyard, London, EC4. 


The remaining partners, Mr G. J. HAKIM, F.s.4.4., 
and Mr J. AGER, A.5.4.4., are continuing the partner- 
ship under the same name as hitherto, and Mrs J. R. 
WISE, 4.S.A.A., who has been with the firm since 1942, 
has joined them in partnership as from July 1st, 1952. 

Messrs SMALLFIELD, RAWLINS & Co, Chartered, 
Accountants, of Candlewick House, 116-126 Cannon 
Street, London, EC4, announce with great regret 
the death on June 26th, after a long illness, of their 
senior partner, Mr C. Ногмеѕ BRAND, F.C.A., F.S.A.A. 

SIR CHARLES PAIN, F.C.A., announces that he has 
retired from the firm of Messrs HuBBART, DurosE & 
Parn, Chartered Accountants, of 9 Low Pavement, . 
Nottingham. He continues, however, to practise on 
his own account at 9 Low Pavement, Nottingham. 

Mn W. E. W. MITCHELL, J.P., F.C.A., announces 
that as from July 156, 1952, he has been joined in 
partnership by Mr W. R. MCBRIEN, A.C.A., А.5.А.А. 
The practice will be carried on as before in the name 
of Стввохз & MITCHELL, Chartered Accountants, at 
7 & 8 Wellington Square, Hastings. 


Obituary 
EDWIN VICTOR Coats THOMSON, F.S.A.A. 


It is with regret that we record the death in Malaya 
on June 15th last of Mr Edwin Victor Coats 
Thomson, F.S.A.A., senior representative in Penang 
of Evatt & Co and the Malayan firm of Price 
Waterhouse & Co. 

Mr 'Thomson, who was 71, first went out East in 
1910 to join the Borneo Government. Four years 
later he joined Evatt & Co in Penang and was asso- 
ciated with their Penang office until his death. He 
was one of the best known and respected members 
of the European community in Penang. A former 
Municipal Commissioner for Penang, Mr Thomson 
was a justice of the Peace and the Past District 
Grand Master of the District Grand Lodge of the 
Middle East. 

In Parliament 
FINANCIAL YEAR: DATE 


Sir H. Мпллам5 asked the Chancellor of the Ex- 
chequer if he will consider the possibility and the 
desirability of making the financial year end on 
December 31st instead of on March 31st. 
Mr Boyp-Carpenter: I do not think there is any 
need for a change in the dates of the financial year. 
Hansard, July 3rd, 1952. Written Answers. Col. 50. 


Income Tax: Post-war Credit 
Post-war CREDIT (INCOME Tax) REGULATIONS, 1952 
These regulations require a person claiming payment 
of income-tax post-war credit to give as evidence of 
identity his retirement pension number ог his 
national insurance number. They revoke a regulation 
which required him to state his national registration 
number, and which is now ineffective since identity - 
cards have been abolished. 
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Double Taxation Relief 


wa, ZANZIBAR, TANGANYIKA, UGANDA, KENYA, GUERNSEY 


^4 


AND JERSEY 

Orders in Council. relating to double taxation arrange- 
ments with the following countries relating to taxes 
on income were made on June 24th and have now 
been published as Statutory Instruments: 

Zanzibar: S.I. 1952 No. 1211; Tanganyika: S.I. 
1952 No. 1212; Uganda: 5.1. 1952 No. 1213; Kenya: 
S.I. 1952 No. 1214; Guernsey: S.I. 1952 No. 1215; 


· Jersey: S.I. 1952 Мо. 1216. 


National Insurance 


AVAILABILITY CONDITION FOR -UNEMPLOYMENT 
BENEFIT 


; Some claimants to employment benefit have difi- 


culty in showing that they are unemployed and 
available for work. The Minister of National Insur- 
ance, Mr Osbert Peake, has therefore asked the 
National Insurance Advisory Committee to review 
the operation of this condition for unemployment 
benefit in relation to persons who place abnormal 
‘restrictions on the type of work they will accept and 
persons engaged in occupations subsidiary to this 
normal work, and to say whether any change is 
desirable. 

The Committee will take into consideration repre- 
sentations from organizations and persons con- 
cerned with this question. Representation should be 
made in writing in the first place and should be sent 
to the Secretary, National Insurance Advisory Com- 
mittee, зо Euston Square, London, NW, before 
October 1st, 1952. 


The Professional Classes Aid Council 


The Council’s report for the year ended March 31st, 
1952, shows a further decline in income from donations 
and a considerable increase in the number of applica- 
tions for assistance. The year ended with a deficit of 
£1,729 which has been reduced to £729 by drawing 
in £1,000 from reserved funds. 

Two hundred and sixty-two families were helped 
during the year and the amount spent in relief was 
£12,357. In addition to general assistance given in 
cases of distress grants were made for the education of 
children and training of students and for additional 
help in the cases of elderly and infirm people who are 
no longer able to look after themselves. 

Funds are urgently needed and the report em- 
phasizes the additional benefit to the Council of 
subscriptions paid - under seven-year deeds of 
covenant. 
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„Тће Institute, the Society and the Association are 
represented on the Council. 

The address of the Council is 20 em Hill 
Square, London, W8. 


Actuaries’ Investment Index 


The following table is a brief extract from the latest 
figures furnished to subscribers to the Actuaries’ 
Investment Index, which is undertaken jointly by 
the Institute of Actuaries and the Faculty of 
Actuaries in Scotland: 


| Price Indexes 
(December 31st, 1938 == 100) _ 








Class of Security 





British Government 25 per 

















cent Conso 1 91-3 | 872 
Home Corporations .. уж 4 89-6 | 82-6 
Investment Trust Debentures 4 94:7 | 85-7 
Industrial Debentures: 

(Productive, Distributive and 

Miscellaneous) .. 20 96:3 | 874 
Investment Trust Preference 
Shares 8 | 805 | 833 
Industrial Preference Shares: | 
(Productive, Distributive ang 
. Mistellaneous) 65 | 97:8 | 91-6 
Industrial Ordinary aise 
Productive .. .| 89, | 1685 | 149-7 
Distributive. . ..| 24 |2124 | 193-1 
llaneous. 5 39 |1324 |119:0 
All Classes of Industrial Ordin- | - 

ary Sbares combined: .. | 102 11604 | 144-0 
Ordinary Shares: 

Banks and Discount Com 

panies ..| 10 [103-4 | 91-1 

Insurance Comp: anies ae " 132:3 | 118-3 м 

Investment Trust Companies 159-1 | 151-0 | 128-9 


onstruction: Geometric average, лы interesti in fixed interest securities 
and bonus issues allowed for. 
‘Productive’: Aircraft, Building, Cotton, Electrical Manufacturing, etc. 
‘Distributive’: Shipping, Stores and Catering. 
‘Miscellaneous’: Companies not included under any other heading, 


Nottingham Chartered Accountant 
Students’ Society 

The Nottingham Chartered Accountant Students’ 
Society secured their first cricket victory over the 
Nottingham Law Students’ Society since the war when 
in a match on June 27th they won by seven wickets. 

The high standard of fielding by the Chartered 
Accountant Students was an outstanding feature of 
the game and two most difficult catches were held to 
dismiss the Law Students' opening batsmen. Excel- 
lent bowling by G. O. Whittaker (6 wickets for 14 
runs) and a masterly innings of 57 not out by H. J. 
Davies ensured success. 

The scores were: Nottingham Law Students’ 
Society 8o; Nottingham Chartered Accountant 
Students’ Society 83 for 3 wickets. 






Telephone: Victoria 2002 (3 lines) 


Etc. ' 
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Bradford and District Chartered Accountants’ 
Students’ Association 

The annual cricket match between the Bradford and 

District Chartered Accountants’ Students’ Association 

and the Bradford Law Students’ Association was 

played on July зга and ended in a tie. The scores 

were as follows: 


CHARTERED ACCOUNTANT STUDENTS 





i J. Rhodes, lbw. b. Murray I 
2 J. Birrell, b. Hick .. 3e .. 0 
3 L. Verity, S Duxbury, b. Murray | s TRE: 
4 М. Sharp, b. Hick .. vA .. 00 
5 F.Halford, b. Nixon А $e ne . 39 
6 R. Waterhouse, b. Willis a2 - us. 3 
7 J.C. Boyce, c. Nixon, b. Willis .. Rh .. 12 
8 K. M. Gray, b. Shackleton ES m ss 17 
о Р. Wadsworth, not out «. | ae .. 14 
10 H. Green, с. Whitehead, b. Hick | S "E. 
u С. 8. Raine, not out - : Ба .. 0 
Extras: .. 15 
Total for 9 wickets in 22 overs 106 

Law STUDENTS . 
1 Е. В. Ogden, b. Waterhouse aie zs .. о 
2 A. Willis, c. and b. Waterhouse .. zi .. 4 
3 J. Duxbury, run out s Я ет 
4 . K. Murray, c. Green, b. Verity m ka „ 20 
5 W.D. Shackleton, b. Gray ВИ PS .. 10 
6 C. W. Hick, not out m РА m -. 46 
7 D. Lockwood, not out d ile a at 216 
Extras: .. 5 
Total for 5 wickets in 22 overs 106 


Chartered Accountants’ Students’ Society 
of Kingston upon Hull 


The fifty-third annual general meeting of the Char- 
tered Accountants’ Students’ Society of Kingston upon 
Hull was held on Tuesday evening, June 3rd. 

In presenting the Committee’s report for the year 
1951—52, the retiring President, Mr Т. W. Mackrill, 
F.C.A., emphasized the importance of students attending 
all meetings and lectures and pointed out that the 
present average attendance could be improved. 

'The President of the Institute visited the Society 
during the year, when he invited students to meet 
hirn at afternoon tea and gave an instructive talk on 
examination problems. In addition to the varied lecture 
programme, a mock creditors! meeting was held, and 
the Vice-Presidents of the Society formed a panel of 
experts to deal with examination problems and tactics. 

Several members took advantage of the offer of the 
Leeds, Bradford and District Students’ Association to 
attend their first residential course held earlier this 
year at Grantley Hall, near Ripon. 

The Society's membership now numbers eighty- 
six, an increase of fifteen on the 1950-51 figure. 

The following officers have been elected for the 
ensuing year: 
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President: Mr W. H. Hall, A.C.A. 

Vice-Presidents: Messrs R. H. Chapman; А.С.А., N. R. 
Cowling, A.C.A., J. Palmer, a.c.a., and Н. С. Sergeant, 
A.C.A. 

„Committee: Messrs R, T. Addy, E. G. Chadwick, L. 
Frodin, I. Massie and E. G. Robertson. 

- Hon. Librarian: Mr M. M. Strachan. 

Hon. Treasurer: Mr D. L. Dukes. 

Hon. Secretary: Mr N. S. Staveley, c/o Fawley Judge & 
Easton, 1 Parliament Street, Kingston upon Hull. $ 

Hon. Press Representative: Mr D. N. Clay. 

Hon. Auditor: Mr D. B. Hargreave, A.C.A. 


Recent Publications 


EXECUTORS AND ADMINISTRATORS, Fifth Edition, by N. E. 
Mustoe, M.A., LL.B., with Executorship Accounts by 
J. J. Walsh, a.a.c.c.a. xliv + 299 pp. 84 Х 55. 27s 6d net, 
28s 4d by post. Butterworth & Co (Publishers) Ltd, 
London. 

Jorpans Income Tax Guine, Twenty-second Edition, by 
Charles W. Chivers. 48 pp. 7 X 5. 2s net. Jordan & 
Sons Ltd, London. 

THE PRINCIPLES AND PRACTICE OF BANKING IN SOUTH 
Arrica, Third Edition, by H. A. F. Barker, в.сом., 
‘FLAC. 549 pp. 84 X 54. 455 net. Juta & Co Ltd, Cape 
Town and Johannesburg. 

SHIRTSLEEVE Economics, by William A. Paton, Professor 
of Economics, University of Michigan. xix + 460 pp. 
85 x 5h. $4. net. Appleton-Century-Crofts Inc., New, 
York. 

‘TAXATION SECOND SUPPLEMENT TO THE PROFITS Tax ACTS. 
84 x 54. 3s net. Taxation Publishing Co Ltd, London. 

Trustee Savincs Banks Year Book, 1952. 175 pp. 
7+ X s. Trustee Savings Banks Association. 

How то ise Lire Assurance, by G. A. Hankin. v + 101 рр. 

7} X 5. 85 ба net. Stone & Cox Ltd, London. 


"The International Congress 


At the suggestion of the Ladies Committee, arrangements + 


were made by the Incorporated Society of London Fashion 
Designers for parties of ladies of members of the Congress 
to visit the fashion houses of individual members of the 
Society. The dress show in the Royal Festival Hall was 
staged by the Apparel and Fashion Industries Association 
and was not under the auspices of the Society, as reported 
in our issue of June 215 last. 





ANNOTATED TAX CASES 


Edited by Rov BORNEMAN, Q.C. 


Published on the first Saturday after the 20th 
of each month. Reportsof Income Tax, Sur-Tax, 
Profits Tax, E.P.T., Death Duties and Stamp Duty 
Cases decided in the Courts of England and Scotland. 


The reports contain a lucid summary of the cases and 
a full report of the judgments, together with explana- 
tory notes on tbe decisions. 
SUBSCRIPTION 30/ = PER ANNUM 
(post free) 


GEE & CO (PUBLISHERS) LTD 
27-28 BASINGHALL STREET, LONDON, EC2 
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SALARY COMPARISONS 


LTHOUGH reticent about much connected with money 
matters, the Government makes no secret of what it pays 
its employees. The British Imperial Calendar and Civil 

Service List, published annually by Her Majesty’s Stationery 
Office, discloses the salary, or salary group, of practically every 
senior member of the Whitehall pyramid from the Prime Minister 
at the apex down to the myriads of higher executive officers at the 
base. This frankness, which does harm to no one, has many 
advantages not the least of which is that each entrant, at a fairly 
early stage in his career, knows the likely limit of his ultimate 
advancement. With personal ambition thus neatly taken care of, 
he is then free to cultivate that enviable air of detachment which 
characterizes the mature and efficient Civil Servant. 


Another advantage — extra-mural, as it, меге ~ which this 
gratuitous information by the Government would appear to have 
is that members of other professions and callings may use it as a 
yard-stick to measure their own remuneration. Many of our 
readers may, indeed, have pondered over this possibility when we 
quoted in a leading article last week the salary increases recom- 
mended by the Committee set up to consider the organization, 
structure and remuneration of the professional accountant class in 
the Civil Service. Apt, however, as the comparison at first sight 
may have seemed – Һе qualified accountant being the factor 
common to both sides — it is unlikely that those who pondered 
arrived at any objective conclusion. 'There is, for instance, the 
difficulty of identifying the opposite number in private practice of, 
say, the Director of the professional accountant class in the Civil 
Service, earning nearly £2,000 a year. Is it the senior partner, 
junior partner or manager? The rewards and responsibilities of 
the members of each of these groups vary considerably according 
to the size of the firm with which they are associated and tbe 
district ór sphere in which they operate and no statistics of their 
average earnings are published — at any rate, in this country. 


The Committee, clearly, had to attempt the comparison, 
difficult though it must have been, because it states that the 
recommended new scales of pay ‘are fairly related to those obtain- 
ing outside the Civil Service as well as in it’. It is regrettable that, 
although its arguments are closely reasoned throughout, it gives 
no specific indication of what corsesponding levels of the profession 
it had in mind, presumably because much of the evidence submitted 
was 'under strict secrecy as regards its origin and content'. It 
would have added much to the interest of the report if the Com- 
mittee had been in a position to make an open comparison. 
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VALUATION OF GOODWILL 


HERE two or three accountants are 

gathered together ‘goodwill’ is a favour- 

ite topic for discussion. Last October 
The Institute of Chartered Accountants in 
England and Wales at their autumnal conference 
discussed a paper by Mr У. G. CAMPBELL, B.A., 
F.C.A., on share valuations.! Knowing how much 
had already been written on the subject of good- 
wil he appeared to approach this important 
aspect of share valuation with diffidence: ‘It is 
no longer possible to postpone a discussion on this 
item (goodwill) which is vital but difficult to deal 
with in all valuations of shares.’ Nevertheless, a 
valuable summary of various methods was put 
before the conference together with a historical 
survey of the work of others in this field. 

The Incorporated Accountants’ Research Com- 

mittee have now gathered together the views of 
their members and published a booklet under the 
title The valuation of goodwill? which includes 
a final section on the valuation of unquoted 
shares for probate. 
_ No one would claim that there is anything 
very original in this publication, but it is con- 
venient to have on record a concise and well- 
written description of the matters to be considered 
and examples of various methods of valuation. 
Methods т to 4 are orthodox but Method 5, ‘Mean 
between tangible assets value and capitalized value 
of yield', follows a recommendation put forward 
by Mr CAMPBELL in cases where there exists a 
material difference between the amount arrived 
at on a capitalization of earnings and thé value 
placed on the tangible assets. 

The least satisfactory section of the booklet is 
probably the introduction. It is easier to know 
what goodwill is than to define it. The late Mr 
P. D. LEAKE, F.C.A., stated: 

‘Without the reasonable probability of the 


earning of future super-profit no present value in 
the form of goodwill can exist.’ 


Accountants are agreed that super-profit is an 
inevitable factor in goodwill and this was defined 
by the late Mr H. E. SEED, А.С.А 5 A.S.A.A., aS 


*profits in excess of those required to provide an 





1 Reproduced in The Accountant Oct. 20th and 27th, 1951. 
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economic rate of remuneration for all labour and 
capital needed in a business’. 
The Research Committee have attempted another 
definition as applicable in certain cases: 
‘Goodwill consists of those elements in business 
relationships which make a continuance of such 
relationships probable notwithstanding a change 
in the ownership of the business.’ 
If we consistently undersell evening newspapers 
at a penny our business relationships with our 
customers would no doubt be continued (for a 
time) by our successors but the element of good- 
will is doubtful. They continue: . 

. in applying the definition, certain elements 
must be included. and some profit-making factors 
excluded, whilst others do not fall clearly within 
one category or the other, e.g.: 

(1) Situation of an existing business (e.g. a petrol 

station situated on a main road). 

(2) Trade or firm name. 

3) Skill and personality of employees. 

n Availability of raw materials.' 

This is obscure. | 

The adjustment of past profits is important in 
any valuation but it should be emphasized at the 


outset (and not at the end) that the only point in ~ 


such adjustments is to make a reasonable estimate 
for future profits. A full list of such adjustments 
is helpful, and it is interesting to note, in passing, 
that with reference to depreciation 
. The first point to be considered is whether the 
amounts written off are adequate in view of the 
original cost of the asset and its future expectation 
of Ше... 
It is needed that a much greater problem arises 
when, in view of the very limited expectation of 
life of the fixed assets, it is considered essential E 
to make provision in the accounts on a replace- 


ment cost basis. 


Considering so much attention is given to this 
adjustment of past profits, it is a littlestrange that . 
in otherwise excellent examples of the six 
suggested methods of valuing goodwill, the 
average of net profits for the past five years is 
given as £17,000 but (without explanation) the 
future estimated annual profit is taken to be 
£22,000. ; 

'The section entitled 'Professional goodwill" 
should be of great help to accountants, but it is 
a pity that the quoted cases of the views on good- 
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will given by various judges do not always have a 


.,Ieference to where they may be consulted. 


Solicitors, for instance, would be interested to 
know what views the judge in Austen v. Boys 
held besides his dictum that the term ‘goodwill’ 

‘seems wholly inapplicable to the business of a 

solicitor... . 

We share the views of the Committee that 
whatever methods are employed to value the 
incoming partner's share of the goodwill of the 
firm, the value that may in fact be obtained will 
depend on his ability, in these days of excessive 
taxation, either to pay for it in advance or to 
leave himself with any living wage if he tries to 
pay for it out of income. 

The last section of the booklet on probate 
valuations is of value to all practising accountants. 
Here for the first time we are introduced to share 
valuations. The earlier part of the booklet appears 
to be devoted entirely to the goodwill of firms or 
‘partnerships; the principles may be the same but 
there are certain differences in valuing shares 
which do not apply to firms. While the profit 
yield is of course of prime importance, the share- 
holder is more interested in his dividend 
prospects. On this subject of share valuations for 


. probate the last autumnal conference of the 


Institute considered a paper by Mm T. A. 

HAMILTON BAYNES, M.A., F.C.A., who suggested 

that MALAM | 
‘greater attention should be paid to dividends than 
profits. . . . The Commissioners are usually pre- 
pared to disregard the profits and base their 
valuations on dividends if there has been any 
semblance of a dividend policy’. 

Mn CaMPBELL shifted the emphasis by giving 

his view that 
‘the earnings yield is more important than the 


3 dividend yield, chiefly because the dividend policy 


of private companies is apt to be almost extrava- 
gantly conservative and erratic’. 


In any case companies may distribute a greater . 


or lesser proportion of their profits depending on 
their individual need to provide for the future 
replacement of their fixed assets. Experience 
seems to show that whereas a year or so ago the 
small public company was prepared to distribute 


~ up to half the profits, now it is usually no more 


than one-third. The Research Committee of the 
Society agree that ‘the dividend yield is usually 
the dominating consideration’ but they also 
consider that 
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‘over the vast range of domestic companies thé 
dividend policy is at the whim of the directors and 
is frequently associated from year to year with their 
personal requirements’. | 
We think this is over-stating the case; many 
private companies do earnestly try to maintain a 
consistent dividend policy. | 

The hypothetical open market is always a 
stumbling block and the committee rightly 
emphasize the decision in the Irish case of 
A.-G. v. Jameson (no doubt they describe him as 
‘Jamieson’ to make him more Irish). This is the 
case where Lorn FITZGIBBON gave the picturesque 
metaphor of paying for the right to stand in the 
dead man's shoes, with good title to get into, 
them and to remain in them. By a narrow 
majority many years later the House of Lords 
(in Re Crossman) confirmed that the open market 
must be assumed whatever restrictions might 
be imposed by the articles. 

The . unfortunate legislation of the 1940 
Finance Act has been a source of great hardship 
to many an innocent legatee. Designed to prevent 
death duty evasion it has at times crippled the 
private company and has tended to alter the 
framework of the family business. Day by day 
the intimate relationship of the domestic company 
is falling away under the influence of the im- 
perscnal dividend-seeking shareholder who has 
found his way in by way of public issues and 
placings. 

The Committee give much space to valuations . 
under Section 55 of this Act. The question of 
‘control’ is difficult, and to be on the safe side it is 
probably better to quote the whole section or, 


alternatively, to indicate some of the difficulties 


of this special definition. For instance, it is 
dangerous to state that one element of control 
exists if the ‘deceased at any time within the five 
years had a beneficial interest in the possession of 
more than one-half of the shares and debentures’, 
without at the same time mentioning the peculiarly 
wide definition given in this context to ‘deben- 
tures’ which in fact include the proprietor’s loan 
or current account. But, in any case, this para- 
phrase is inaccurate as control exists if, among 
other things, there is beneficial interest in exactly | 
one-half, not more than one-half, of the shares 
and debentures. 

Among the proper deductions in arriving at 
an ‘asset’ valuation is profits tax, and it is a pity 


that the Committee do not give their views on the 
contingent liability for future profits tax distribu- 
tion charge. It is understood that the Estate Duty 
Office do concede that such a possibility has a 
bearing on the share valuation. 

In these valuations goodwill has to be included; 
the Committee make a good point in noting the 
inconsistency of -valuing the assets piece-meal, 


resulting in a share valuation giving an inadequate 


return ‘out of proportion of market rates, even to 
good sense’, with the going concern basis referred 
to in subsection (2) of Section 50. 

A ‘going concern’ valuation must inevitably 
include an element of goodwill and it is not 
necessary to be a mathematician to appreciate 
that this may be negative as well as positive. If 
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the yield.on the tangible assets is less than the 
appropriate rate the value of these tangible assets 
is reduced by negative goodwill or, shall we say, 
‘badwill’. This conception of ‘badwill’ has, so 
far as we know, never been admitted by the 
Estate Duty Office, but we have heard of cases 
where the value of individual tangible assets has 
been reduced because of the inadequate profit 


yield.. Without conceding the existence of ‘bad- 


will’ the Estate. Duty Office seems to appreciate 
its effect. 

There is no doubt that a great deal of valuable 
work is being undertaken by the research 
committees of the various accountancy bodies. 
The Society must be congratulated on this latest 
product of their research committee. | 


THE ROYAL COMMISSION 
| FURTHER EVIDENCE - 
British Overseas Mining Association 


E briefly reported last week that the 

British Overseas Mining Association 

had submitted a memorandum to the 
Royal Commission on the Taxation of Profits and 
Income. We review this week some further 
interesting suggestions made in that memoran- 
dum. 

` Percentage Depletion Allowances 

The Association advocates a tax-free allowance of 
mining profit similar to the depletion allowances 
granted in the United States, Canada, Australia 
and Southern Rhodesia. These are variously 
expressed as a percentage (varying with the 
nature of the mineral) of gross income or net 
profit. In a few cases the allowance is a fixed 
sum for each unit produced. 

The Association acknowledges the help given 
to mining by tax changes from 1945 onwards but 
complains that they do not go far enough. In 
particular, it rejects the contention that the 
amortisation of the historical cost of a mine over 
its working life satisfies the principles of account- 
ancy and equity or ensures the stability of the 
industry. 

Apart from inflation, there ‘is an ‘inevitable 
trend towards higher cost at all times, since the 
easy finds have been made and new ore-bodies 
will be discovered only through expensive ex- 
ploration programmes based on modern methods’. 


The word ‘inevitable’ is perhaps not quite the 
right one here for rich deposits may still be found 
and modern methods are not necessarily more 
costly than the old. Indeed, technical progress 
may make possible the working of deposits hither- 
to written off as uneconomic. . 

If it is assumed that each new mine opened by 
a company is going to be more costly in real terms 
than the old, the question arises whether part 
of the profit of the old mine should be exempted 
from tax in order to put the company into a 
better position to start'a new one. Arguing that 
it should, the Association says that ‘one of the 
main pillars of modern industrial society is the 
value of organization, the preservation of "know 
how" ’. То permit an established organization to 
die out, says the memorandum, is to condone 
economic waste which is as injurious to public 
welfare.as any other national extravagance. This 
seems to be a part of the larger policy of full 
employment rather than a compelling reason to 
reduce taxation of mining profit. Bad as income- 
tax is, it has not yet reached the stage where it 
destroys knowledge. 


~ 


1 
Nevertheless, in the international sphere thie 


is little doubt that British controlled mining is at 


a disadvantage compared with American and . 


Canadian companies which receive specially 


favourable tax treatment at home. Local feeling 


July 19th, 1952 


or legislation often make it necessary to hand over 


, а project to a subsidiary company formed on the 


spot. If the venture fails, the parent company is 


denied full Сел 
Stock Valuation 


The Association submits that: 
‘taxpayers should be allowed to use the LFO 
methods of valuing stocks or the base-stock 
method, as may be appropriate, for the purpose of 
determining the cost of stocks. The present prac- 
tice under which stócks are valued at cost or market 
value, whichever is the lower, should be retained.’ 
When this suggestion was made to-the Commis- 
sion by other witnesses, the chairman described 
it as having the best of both worlds. The memo- 
randum points out that the FIFO method of 
ascertaining cost of stock exaggerates the indi- 
cations of prosperity, whereas LIFO treats the 
current cost of raw materials as the real outgoing 
and reflects ‘real rather than purely speculative 


"and unrealizable profit’. However, by stipulating 


for market value when this is lower than cost, 
the Association shows itself not unwilling to take 
credit for what it would presumably call ‘purely 
speculative’ loss. 

The Association contests the assertion that the 
LIFO method diminishes tax yield but produces 
American statistics which seem to support it. It is 
not stated whether the figures allow for the 
substitution of lower market value for LIFO cost 
as contended for by the Association. 


Capital Gains 
The Association puts forward some very com- 
pelling reasons for not charging capital gains to 
a special tax. Instead, it recommends a more 
vigilant attitude by the Inland Revenue towards 
those profit-making.activities which may come 
within the income-tax definition of trade. 


Capital Expenditure as a Revenue Expense 
The Association advocates the deduction as 
revenue expenditure of shaft-sinking costs 


which the Association made to the 
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subsequent to the sinking of the original shaft. 
Moreover, it suggests that a mining company be 


‘allowed to deduct whatever depreciation is 


charged in its own accounts, instead of being 
bound to the statutory basis of computing depre- 
ciation. A company sinking a new mine overseas 


should be allowed to deduct the original capital 


expenditure up to the full amount against the 
first available profits: Finally, in computing 
depreciation allowances, the restriction to the 
price paid by the first United Kingdom buyer 
should be removed. 


Double Taxation Relief 
The present scheme of double tax relief 18 
attacked on the threefold ground that it is incom- 
plete, anomalous and too complicated. Causes of 
complaint include the loss of relief in the opening 
years of a business when one set of accounts forms 
the basis for two and even three assessments, the 
inability to carry forward unrelieved foreign tax 
to a subsequent year, the restriction of unilateral 
relief to a fraction of the foreign tax, and the 
restricted field of foreign taxes which qualify for 
the relief. 
Profits Tax 

Failing the abolition of profits tax, the memo- 
randum advocates the deduction of preference 
dividends in arriving at profit for the purpose of. 
the tax. Distribution charge should be confined 
strictly to post-1946 net chargeable profit, i.e. 
post-1946 expenditure should not be assumed to 
have been paid out of pre-1946, or capital, profit. 
Distributions should be reduced by the full 
amount, and not merely a proportion of franked 
investment income. Finally, elections for group 
treatment should be revocable after three years 
or after a significant change in the law, as has: 
occurred this year. 

The memorandum repeats the submissions 
Millard 
Tucker Committee on the taxation of trading 
profit. 


The Fabian Society 


A anomie contributed by a group of 


interested members of the Fabian Society stresses 
the importance of taxation as an instrument of 
economic and social policy to secure maximum 
production, just distribution of wealth, and the 
provision of the essentials for a full life. 


The Maintenance of Industrial Capacity: 
The memorandüm asserts that present taxation 
is not incompatible with maximum production, 
that output per man and in total is rising, and that 


'the limitations on further industrial expansion 


are not financial but physical. It discounts the: 
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disincentive effect of taxation in the higher 
income groups and asserts that social services 


promote health and therefore industrial efficiency. 


Profits Tax 

Given that there is no financial limitation on 
industrial expansion, the reduction of tax on 
undistributed profit would merely enable com- 
panies to compete with more important demands 
on the limited physical resources of the nation. 
On the other hand the memorandum agrees with 
those who say that the treatment of preference 
dividends as distributions distorts the financial 
structure of companies. Accordingly it recom- 
mends that preference dividends should be 
treated in the same way as debenture interest. 


Depreciation Allowances in Changing Price 
Levels 
The memorandum agrees with the Millard 
Tucker Report that depreciation allowances 
need not take replacement costs into account in 
order to show true profit for tax purposes. The 
Fabians reject the contention that taxation should 
be so adjusted as to maintain the real value of a 
person’s stake in a business. They point out the 
fall in the real value of pensions and Government 
stocks and they argue, like PRoFEssoR Parsa, that 
a company trading largely on borrowed capital 
would be enormously advantaged by legislation 
which maintained the real value of its assets but 
which allowed the burden of its debentures to fall. 


Concessions to Small Companies 

The memorandum is concerned about the fate of 
the small company, to which it attributes a 
useful social and economic function. To com- 
pensate for the difficulties of small companies in 
obtaining outside finance, the memorandum would 
grant them large tax-free initial allowances, say 
100 per cent on the first £3,000 of capital expen- 
diture in each year, 66% per cent on the next £3,000 
and, say, the normal rate for any excess. A ‘small’ 
company would be one whose profit before depre- 
ciation did not exceed £15,000. Resemblance of 
this scheme to that in the Millard Tucker Report 
will be obvious, except that in that report the 
criterion was not size but national importance. 


Capital Gains 


The memorandum holds it to be incongruous 
that earned income should be heavily taxed while 
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capital gains are unscathed. It admits that capital 


taxation by reference to an annual assets balance 4 


sheet for each individual would be impracticable 
and points out that the otherwise illogical taxation 
of only those gains which are realized does ensure 
that it is spendable capital which is taxed, and that 
inflationary pressure is thereby reduced. Such a tax 
could be combined with a tax on unrealized capital 
gains, imposed at death in priority to estate duty. 
The memorandum contemplates the taxation 
of short-term gains, i.e. within 12 months, at the 
appropriate income and sur-tax rates. A long-term 
gain would be divided by the number of years 
over which it accrued. There would be an exemp- 
tion for all long-term gains below, say, £200. 


Gains on the Disposal of Business Equities 
Where an unincorporated business was sold, the 
gain would be the excess of the proceeds over 


the sum of the original cost plus capital expendi- | 


ture since acquisition. The authors of the memor- 
andum seem here to be suffering from some 
confusion of thought. Capital expenditure on any 
asset, whether used in a business or not, would 
logically have to be deducted from the proceeds 
of sale of that asset. On the other hand, when a 
business is sold as a going concern, profits left 
undrawn, as well as new capital introduced since 
the business was acquired, would presumably have 
to be deducted from the proceeds, even though 
such capital had been applied in meeting revenue 
expenditure. The memorandum makes no men- 
tion of the income and sur-tax paid on the 
business profits. If this was met by the owner of 
the business out of his own pocket instead of out 
of the business assets, it ought logically to be 
treated as capital introduced. 


~ 


( 


[5 


Where ordinary shares are sold, the authors 4 


would make no allowance for appreciation due to 
the ploughing back of taxed profit, arguing that 
such profit is not subject to individual taxation, 
but only to corporate taxation. If there is some 
distinction between standard-rate tax borne by a 
company and that borne by a partnership, both 
concerns retaining the net profit in the business, 
we can only say that the authors have not made it 
clear. In both cases the tax so paid reduces the 
value of the business. If it also reduces the value 
of the shares of an owning company, which seems a 
not unreasonable assumption, the shareholder has 
borne the tax. Nevertheless, the memorandum says: 


» 
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‘It is only by a capital-gains tax assessed on an 
individual basis, that companies’ earnings saved in 
— this way can be prevented from being passed on to 
the shareholder free from any personal taxation.’ 


Earned and Unearned, Income 
'The Fabians would abolish earned income relief 
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since it masks the fact that earned income is taxed 
at a lower rate. Instead of the relief there would 
be two expressed rates allowing for the same 
differentiation as exists at present. This would 
pave the way for increased rates on unearned . 
income. 


Sir Henry Clay 


In Sm Henry Стау'5 memorandum the Com- 
mission have the views of yet another economist on 
the influence exercised by profits taxation over the 
capacity for growth and adaptability of industry. 
He stresses the advantages of self-financing by 
businesses and the undesirable effects of basing 
* depreciation allowances on historical cost instead 
of on replacement cost. He points out the im- 
portance of high capitalization in order to utilize 
to the full the limited supplies of labour. On these 
grounds he would tax at a reduced rate those 
profits which are ploughed back, as in the case of 
profits tax, which tax he hopes to see repealed. 
Such a differentiation could be so arranged 
that industry continued to pay the same total 
tax. If this were not sufficient to achieve the 
economic purpose of the differentiation, the rest of 
the community ought fairly to bear an increased 
~ proportion of total tax in view of the great import- 
ance of industrial and commercial enterprise. 


‘Depreciation Allowances in Inflation 
The memorandum contains a reasoned criticism 
of the rejection by the Millard Tucker Committee 
of the claim for depreciation allowances based on 
replacement cost. Curiously enough, one of his 
arguments rests on the legislation introduced in 
Germany to deal with the effects of violent 

· inflation in the early ‘twenties, a circumstance 
which a member of the Commission has used in 
support of an argument against the replacement 
cost basis. 

What is True Income? 
Sir Henry says that the common-sense definition 
of ‘net’ or ‘true’ income is the amount a person 
can spend in a given period and still leave himself 
as well off at the end of the period as at the begin- 


d. 


The memoranda submitted by the Trades Union 
Congress, to which we referred in our issue of 
June 21st last, have been supplemented by a 
further memorandum which replies to that sub- 


ning. This definition ought to be seized joyfully 
by those holders of Government stock who 
bought it when it stood much higher than it does 
how; their income from it would be more than 
counterbalanced by its capital depreciation. The 
owner of a life annuity could reasonably claim to 
amortise it against the income actually received, 
even though he had not himself bought the 
annuity. 

Such people, says Sır НЕМКУ, ‘preferred the 
(illusory as it turned out) security of prior charges 
or Government loans. The owner of a business 
has not the same freedom of choice; he cannot 
earn his profit without "fixing" his capital in 
equipment or working stock'. One would have 
thought that the entrepreneur was exercising a 
choice all the time; to stay in business, or to go 
out of business and invest his money; be it in 
equity shares, fixed interest investments, or with 
a book-maker. 


More and Bigger Initial Allowances 
Sir Henry’s solution of the depreciation prob- 
lem, according to his memorandum, is to allow 
as a deduction the full cost of replacing capital 
assets. For those who have adopted the renewals 
basis, this system is of course already largely in 
force, except as regards buildings. There seems 
to be no logical reason for excluding buildings. 
However, this solution does not really accord 
with Sır Henry’s definition of profit, at any rate 
for long-lived assets, which will be gradually 


‘depreciating for years before the replacement 


allowance is granted. It does avoid the perhaps 
insuperable difficulty of accurately forecasting 
the cost in the distant future of replacing an asset 
now in use. 


The Trades Union Congress 


mitted by the Federation of British Industries on 
‘The effects of inflation on industrial capital 
resources’. The new memorandum produces 
parallel statistics for eighty firms selected at 
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random and also. closely examines the F.B.I. 
figures. It comes to the conclusion that these 
latter are not representative of British manu- 
facturing industry generally and that in so far as 
they are most favourable to the F.B.I. case they 
are not borne out by corresponding figures for 
the parallel group. The T.U.C. criticizes the 
absence from the F.B.I. memorandum of figures 
of total distribution of profit. It makes the point 
which was also made: by the Fabian group, 
namely that any lack of capital equipment 
is due rather to the lack of physical pro- 
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ductive capacity than to financial stringency. 

-It seems that this controversy cannot be 
resolved without much more elaborate and com- 
prehensive statistics. It would appear that the 
Inland Revenue have already produced some 
interesting figures with the help of their statistics 
and intelligence branch. There seems to be no 


reason why these should not be published and it 


is to be hoped that they will appear in the next 


Inland Revenue Report, if not earlier. 
A report of this public session appears else- 
where in this issue. 


THE FINANCE ACT, 1952—II | 


< Personal Reliefs 

Y virtue of Section 14 (2) of the Finance 
Bs 1952, the relief for a single person is 

increased for 1952—53 from {110 to £120, 
and for a married man from £rgo to £210, 
(Income Tax Act, 1952, Section 210). The 
maximum wife’s earned income relief is similarly 
increased from £110 to £120. 


Child Relief 
Section 14 (3) increases child relief from £50 to 
£85, the maximum income of the child being 
‘likewise increased, (Income Tax Act, 1952, 
Sections 212, 213). Section 14 (4) amends 
Section 212 (3) (b) of Income Тах Act, 1952, in 
relation to child relief for a child over 16 years 
of age who is apprenticed or otherwise undergoing 
training for a trade, profession or vocation. The 
maximum earnings of such a child (exclusive of 
any return of premium) are raised from £13 to £26. 


_ Earned Income and Wife’s Earned Income 

Section 14 (5) increases earned income relief from 
one-fifth to two-ninths, with a maximum of £450 
instead of доо. Accordingly the maximum 
earnings on which the relief is allowed are 
‘increased from £2,000 to £2,025, (Income Tax 
‘Act, 1952, Section 211 (1)). Within this field, 
therefore, the effective reduced and standard rates 


of tax on earned income are as follows: 
Nominal rate Effective rate 
5 


за а 
зо 2 4 
5 6 . 4 3% 
7 6 : то 
9 6 


" 43 
Between {2,000 and 42,025 the cuve rate, 
taking sur-tax into account, moves from 7s 434 
to 95 43d and then to 115 6d. 


. 


Wife’s earned income relief is correspondingly 
reduced from four-fifths to seven-ninths, (Income 
Tax Act, 1952, Section 210 (2)). As the maximum 
is raised to £120, a wife can now earn up to 


£154 without attracting any liability to income-, 


tax. Extensions of the reduced rate relief in respect 
of wife’s earnings were dealt with last week. 


Old-age Relief 
Old-age relief is similarly increased from one-fifth 
to two-ninths but the maximum income remains 
at £500, (Income Tax Act, 1952, Section 211). 
The provisions for marginal relief in respect of 
incomes somewhat exceeding {500 remain the 
same in wording but owing to the change in the 
main relief, their effect is slightly altered. As 
before, the total tax, where the income exceeds 
£500, is not to exceed the sum of (a) the tax 
which would be payable if the income were 


„exactly £500 plus; (b) five-eighths of the excess 
of income over £500. It is a peculiarity of the 


marginal relief that it decreases, instead of in- 
creasing, with the claimant’s domestic responsi- 
bilities. For a married man, the maximum 
income to which the marginal relief can apply is 
only £655. For a single person it is £760. 
Example 3 (1952-53) | 


А. is married and over 65 years of age. His net total income 
is £644, all unearned. 


Liability without marginal age relief 


Tax 
Personal relief 210 £ s d. 
Charged at 35 100 15 оо 
25 55 6d 150 41 5 0 
35 75 6d 150 56 5 o 
» 9564 34 16 3 0 
` "Total - . £644 £128 13 о 


—— 
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Liability if income £500 £ 
Old-age relief . 
(2/9ths) 110 
Personalrelief — 210 
, Charged at 35 100 s$ 5: x 15 
» ss6d 8о .. vs E 22 
Total ... 590 £37 


a 


Maximum liability 
£37 plus five-eights of (£644 —£500)— £37 + £90— fr 127 
Marginal old-age relief 


£128 135 minus £127 £r 13 о 





Example 4 (1952-53) 
Facts as in Example 3, except that A. is a widower. 
Liability without marginal age relief 





£ s d 
© As іп Example 3. 128 13 o 
Add Reduction i in personal ‘relief · 
(£210 minus £120= 190) at 95 6d 42 15 о 
£171 8 o 
Liability if income £500 
£ s d 
Old-age relief (2) 110 
Personal relief 120 
Charged at 3s 100 IS O O 
» 55 6d 150 41 5 о 
» 75 6d 20 710 о 
. #63 15 o 
Махтит liability 
£63 15s plus five-eighths of (£644—£500) £153 15 o 
Marginal old-age relief 
£171 8s od minus £153 15s od £17 13 о 


Dependent Relatives 
Section 14 (6) increases from £130 to £135 the 
maximum income of a dependent relative who 
qualifies for dependent relative relief. If his 


income does not exceed £85 (formerly £80) the . 


full £50 relief may be granted to the claimant. 
The relief is reduced by fi for every £r by 
which the relative’s income exceeds £85. This 
rather trivial increase in maximum has been made 
to keep the relief in step with the old-age pension, 
which is increased this year, (Income Tax Act, 
1952, Section 216). 


Pay As You Earn 
To give time after the Budget speech to alter the 
P.A.Y.E. tax deduction tables, in order to allow 
for the increase in personal reliefs, Section 14 (7) 


j Provided that the increases were not to have 


effect for P.A.Y.E. deduction purposes until 


. June 8th last, (Income Tax Act, 1952, Section 157). 


- Relief for Small Incomes 


Section 15 introduces an entirely new relief which 
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is similar in operation to the old-age relief but is 
not confined to taxpayers of any particular age. 
However, a taxpayer who is granted age relief 
will not be entitled to this new relief, which will 
normally be given therefore only where the 
taxpayer and his wife are both under 65 years of 
age. The income limit is £250 instead of £500 
and the relief consists of a deduction of two-ninths 
of the income in so far as it is unearned. In other 
words, earned income relief is extended to all 
incomes not exceeding £250, whatever their nature. 

For incomes in the £250 to £350 band there is 
provision for marginal relief. Section 15 (3) 
limits the total tax to the sum of (a) the tax which 
would be payable if the claimant’s total income 
were exactly {250 plus (D) two-fifths of the 
excess of income over £250. On these figures, 
marginal relief can never apply to.a married man. 


Example 5 (1952-53) 
B. is single and receives an annuity of £300. He has no 
other income. 


Liability without. marginal small income relief 








Personal relief £120 £ s d 

Charged at 35 100 VY te - 15 оо 

» 5s6d 80 IDEE .. 222 0 0 

Total £300 £37 o о 
Liability if income £250 

£ £ s d 


Small income 
relief (3) 56 


- Personal relief - 





Charged at 3s 74 611 2 о 
Total £250 611 2 0 
Maximum liability 
£11 2s od plus two-fifths of (£3c0—£250) £31 2 o 
Marginal small income relief 
£37 minus £31 as od £5 18 о 


Repeal of Exemption and Marginal Exemption 

The small income relief, together with its 
marginal provisions, renders the old exemption 
and marginal exemption otiose and accordingly 
Section 15 (4) in effect repeals them, (Income 
Tax Act, 1952, Section 209). 


Order in which Personal Reliefs Granted 
Section 15 (4) provides as follows: 


"The Income Tax Act, 1952, and in particular 
Part VIII thereof, shall have effect as if the fore- 
going provisions of this section were substituted 
for Section two hundred and nine of that Act: 

‘Provided that a reference to subsection (1) of 
this section shall be included among the sections 
referred to in subsection (x) of Section two 
hundred and twenty of that Act and among those 
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referred to in subsection (4) of Section two 
hundred and twenty-five of that Act, and sub- 
section (2) of Section three hundred and fifty-eight 
of that Act shall apply in relation to relief under 
subsection (2) of Section two hundred and eleven 
of that Act.' 

This subsection ensures — 

(a) that the small income relief of two-ninths 
(but not the marginal relief) shall be taken 
into account before reduced rate relief and 
before relief for life insurance; 

(b) that where separate assessment is claimed 
for a married couple all the small.income 
relief (whether the full two-ninths or the 
marginal relief) shall be apportioned be- 
tween the two spouses in proportion to their 
respective total incomes. 


W.R.N.S. Reserves 
Section 157 of the Income Tax Act, 1952, which 
inter alia empowers the Inland Revenue to make 
P.A.Y.E. regulations, provides by subsection (4) 
that special regulations may be made for members 
of the Armed Forces of the Crown and for women 
serving in the capacities mentioned in the Tenth 
Schedule to the Act. Section 457 (3) of that Act 
exempts from income-tax certain victualling and 
messing allowances paid to the persons mentioned 
above. The Tenth Schedule sets out the various 
capacities in which a woman must serve in order 
to come within Sections 157 (3) and 457 (3), and 
includes membership of the Women's Royal 
Naval Service (paragraph 2). Section 16 of the 
Finance Act, 1952, extends this to include 
membership of any of the reserves of that 
Service. The Tenth Schedule to the Income Tax 
Act, 1952, was originally the Sixth Schedule to 
the Finance Act, 1946, and in 1946 no reserve of 
the W.R.N.S. had been created. Incidentally, 
Section 16 of the Finance Act, 1952, is incorrect 
in saying that the Tenth Schedule to the 
Income Tax Act, 1952, lists the women’s services 
treated in the same way as the Armed Forces. 
In fact the list is a list of various capacities of 
service, including service in those Armed Forces. 


Korea Gratuity 
Section 17, which is retrospectiVe, exempts from 
- income-tax sums payable on account of the 
Korea gratuity to or in respect of members of 
the Armed Forces of the Crown or women 
serving in any of the capacities mentioned above. 
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'This gratuity was announced on October 4th, 
1951. 
Interest etc. - Cessation Provisions 
Section 18 amends the cessation provisions in 
relation to income assessed under Cases IV and 
V, and in relation to most income assessed under 
Case III of Schedule D. These provisions 
normally apply only where the taxpayer ceases to 
possess the source of the income in question but 
it is possible for the income itself to cease long 
before that happens, in which case the taxpayer 
may suffer hardship. Section 18 is intended to 
mitigate this. 

Section 18 (1) provides in effect that where no 
income arose from the source in the last two 
income-tax years in which the source was 
possessed, the taxpayer shall be entitled to claim 
the application of the cessation provisions as 
though he ceased to possess the source in the 


tax year in which income last arose from it. Не, 


must make the claim within twelve months after 
the end of the tax year in which he ceased to 
possess the source. 

Section 18 (2) excludes any claim made more 
than seven years after the end of tbe tax year 
in which the income last arose. However, when 
six tax years have passed without any income 
arising he can máke a claim as though he had 
ceased to possess the source at the end of those 
six years. If he does make the claim and income 
subsequently again arises from the source, the 
‘commencing’ provisions will be applied to it as 
though he had re-acquired the source immed- 
lately after the end of the six years in question. 

Section 18 (3) forbids any claim in respect 
of a source from which income last arose before 
1951-52. 

Section 18 (5) deals with those cases where 
assessments are based on remittances received, 
instead of on income arising. The preceding 
provisions of the section are to apply with the 
substitution of ‘received’ for ‘arose’. 

Section 18 (6) excludes from Section 18 
certain income assessed under Case III, viz. 
income within Section 182 of the Income Tax 
Act, 1952 (certain tithes and manorial incidents), 
‘small maintenance payments’ within Chapter VII 
of Part VII of that Act, and the income of an 
oversea assurance company from its life assurance 
fund which is assessed under Case III by virtue 
of Section 430 of that Act. (To be continued.) 


„~ 
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CENSUS SNAPSHOT 


NE of the main criticisms of the popula- 
C)» census has been that the analyses are 

published too long after the event to be 
of the maximum value. The Registrar-General is 
to be congratulated on having avoided this pitfall, 
so far as the 1951 census is concerned, by tabulat- 
ing the results of a 1 per cent sample. A copy 
was made of one schedule in every hunéred 
relating to private households, with an addition 
of details relating to one person in a hundred for 


.the non-private population. This has enabled the 


second preliminary report on the 1951 census to 
be issued after fifteen months compared with the 
three or four years of earlier inquiries. This 
report, ‘Census 1951. One per cent Sample 
Tables, Part I’ (Stationery Office, 17s 6d), con- 
tains a wealth of information for the economist, 


* sociologist, town planner, politician and any who 


are interested in their fellow men. lt will be 
recalled that the first report issued a year ago 
gave only population tables. This latest report 
deals with age groups, conditions as to marriage, 
occupation and employment, and living condi- 
tions. Those unfamiliar with the technique of 
sampling may be surprised that the results of 
such a small sample may be quoted with such 
confidence. Actually, the sampling error is in 
most cases very small. 

The first report showed that the population 
of the United Kingdom on April 8th, 1951, was 
50,211,000 (excluding Armed Forces and civilians 
abroad), an increase of 9*1 per cent on the 1931 
figure. The sample tables show that the average 
age of the population has risen during this time. 
The combined result of the fall in the number of 
births which has been a feature of the present 


- century, and the increased longevity attributable 


to the advance of medical science and the improve- 
ment in social conditions has changed the age 
composition of the population appreciably. 
Whereas in 1931 the percentage of males in the 
15-34 age group was 33:8 per cent of all males, 
the 1951 percentage had fallen to 27:9. In the case 
of women, the corresponding percentages were 
33 and 26:9. At the other end of the scale, men 
of 65 and over accounted for only 6-6 per cent of 
all males in 1931. Last year the percentage was 


'9:3- A similar (and even more pronounced) trend 


was apparent in the age composition of the 
female population. There can be no doubt that 
these trends will continue in the future, and 
without some change in the retiring age, a time 
may come when the support of the old will be-an 
intolerable burden on the working population. 
Altogether in 1951 there were about 14$ million 
households, averaging 3:21 persons each. Over 
1% million people lived alone, double the number 
of 1931. There were, in 1951, nearly four million 
households of only two persons and less than one 
million of six or seven. In England and Wales 
the percentage of households with more than 
two persons per room was only one-third of the 
1931 figure. Overcrowding tends to be higher in 
the north than in the south. In Great Britain as 
a whole there were 57,700 households which had 
more than three persons per room and 34,000 of 
these were in Scotland. For the first time on 


record, the census contained questions on 


household, cooking, washing and sanitary arrange- 
ments. The sample reveals that three out of every 
eight households had no fixed bath and that 
7% per cent shared with others. Six per cent of 
the households had no piped water supply and 
II per cent shared this amenity. Great strides 
have been made during the last thirty years, 
interrupted unfortunately by the war, in re- 
housing the people of Britain according to 
modern standards. But the large number of 
households still lacking the most elementary and 
primitive amenities indicates how much further 
this process must go before every household is 
satisfactorily accommodated. 

It is common knowledge that divorce is now 
much more common and more easily obtained 
than in the time of our parents. The census gives 
some precise figures on the extent of this change. 
In 1931 the proportion of divorced persons was 
0:8 per thousand of the population. Last year it 
was 4'5 per thousand, more than a five-fold 
increase on the 1931 rate. Again, it is known that 
couples are marrying earlier now than in the 
depression of the ‘thirties. At the 1931 census 
one woman in every four in the age group 20-24 
was married; last year the proportion was almost 
one in two. Two out of three women in the 
25-34 age group were married in 1931. In 1951 
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four out of five had achieved marital status. Not 
only were people getting married earlier, more, it 
seems, are getting married than twenty years ago. 

Industrial employment has changed also during 
the past generation. The most notable movement 
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is, perhaps, the drift from mining and the textile 
trades, and the substantial growth in the metal- 
making and metal-using trades. And, of course, 
unemployment in 1951 was less than one-fifth of 
the 1931 level. | | 


AUSTRALASIAN COMMENTARY — VIII 


Professional Topics in Australia and New Zealand 
by S. R. BROWN, LL.B., F.C.A.(Aust.) 


The writer of this series of articles is the senior partner in a firm of chartered 
accountants in Sydney, Australia. He is the author of several text-books on 
accounting and company law. 


Institute Merger 


HE plan to merge the Commonwealth 

Institute of Accountants and the Federal 

Institute of Accountants has.now been 
approved by the general council of each Institute. 
Estimated total membership of the new organiza- 
tion absorbing both Institutes is approximately 
14,000. | 
. If such a plan receives the approval of mem- 
bers, it goes without saying that it will be one of 
the most important events in the history of the 
profession in Australia. It is strange, but odd 
views have been expressed in at least three capital 
cities to the effect that such a merger should not 
occur. It is stranger still that these views seem to 
be based upon nothing else than the opinion that 
a competitive Institute situation is the best. 

However proper or appropriate the competitive 

spirit may be in business, surely it is the last 
thing one wants in a profession in which a closely 
knit solidarity can yield so much greater benefit 
to the community – and to members. 


Co-ordination Essential 


The need for co-ordination of the profession in 
Australia is even greater than it was in Scotland, 
said Mr G. E. Fitzgerald, President of the 
Commonwealth Institute of Accountants, at the 
last annual meeting of the Victoria Division. 
Continuing, he pointed out that the multiplicity 
of associations is so great that he questioned 
whether anyone, even in the profession, can tell 
their number. : ° 

Referring to the observations of Carr-Saunders 
and Wilson, the President stated that co-ordina- 
tion was necessary so that attention could be 
focused on problems such as whether. the 


accountant's professional ethics are adequate to 
his responsibilities, whether his education is such 
as to fit him for the varied duties which he has 
to perform, and whether his contribution to the 
study of the business operations with which he is 
brought into contact has been as extensive as his 
opportunities permit and the importance of the 
subject demands. 

Ethics, education, service facilities and situa-. 
tion analysis - there is a tremendous amount of 
work to bé done here. 


`. Practice and Procedure 
The Accounting Practice and Procedure Com- 


‘mittee of the New Zealand Society of Account- 


ants is an active body. The May issue of The 
Accountants’ Journal reports that the work on 
company law revision 1s expected to finish by the 
end of June and that it is hoped to introduce the 
new Companies Bill in July. 

Consideration has been given to Recommenda- 
tion XIV of The Institute of Chartered Account- 
ants in England and Wales, dealing with trustee 
accounts, and this has been approved subject to 
minor amendments. The committee had also 
approved of Recommendation XII dealing with’ 
rising price levels and this, subject to minor 
amendment, was being published to members. 
It was also reported that work is proceeding on 
the subject of audit working papers. 


Private and Social Accounting 


Mr R. L. Mathews, B.COM., A.I.C.A., has pointed 
out that adapting the private accounts to social 
accounting purposes means, firstly, removing 
from the former all traces of bad accounting prac- 
tice (e.g. distortion due to emphasis on con- 
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servatism) and secondly, effecting a reconciliation 
between economic and accounting concepts. · 


— The difficulties implicit in these requirements 


are very great but the view put forward is that if 
allowance is made for differences between ac- 
counting and economic concepts in regard to 
certain elements of cost such as depreciation, the 
definition of national income bears a strong 
resemblance to the definition of profit in a private 


firm, i.e. gross receipts less all items of a cost-of- . 


production nature. 

One of the main purposes of Mr Mathews' 
lecture was to suggest that the social concepts of 
saving and investment can be related to certain 


private accounting concepts, viz. those of source 


óf funds and disposition of funds. (The Australian 
Accountant, May.) 


Income 
Mr Mathews thought that the principal differ- 
ence between the social and private accounting 
income statement was one which arose out of the 


"economist's desire to substitute replacement cost 
for the accountant's historical cost when valuing . 


stocks and estimating depreciation charges, thus 
circumventing the accountant's constant-money- 
value convention in order to derive a measure of 
income that approximated more nearly to real as 
opposed to money income. 

The point was then made that the economist, 
so far as his own purposes at least are concerned, 
has a case for wishing to know the replacement 
cost of inventories. and capital equipment. Mr 
Mathews thought that. the accountant ‘could go 
a long way’, without compromising his own 
position, towards meeting this wish of the 
economist for more information. 


Valuing Shares 

In arriving at a figure representing maintainable 
profit for use in determining the value of unlisted 
shares, Mr H. P. Glass, F.C.A.(AUST.), places much 
emphasis upon the analysis of at least ten years' 
sets of figures adjusted for non-recurring items. 
These are arranged in staggered annual averages 
over ten years, nine years, etc., in order to show 
long-term and short-term averages. 

The idea is that an investment in unquoted 
shares is generally made with the intention of 


‘its being a long-term investment and, therefore, 


in an era of stabilized financial conditions, it 
might appear consistent to adopt a long-term 
average of annual profits if it is possible to do so. 


If, however, the period under review has been - 


affected by, say, inflationary tendencies, the valuer 
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may have to consider whether he should discard 
the results of earlier years and adopt a short- 
term average of the later years. An average will 
not, of course, be an overriding factor. (The 
Federal Accountant, March.) 


The Institute a University 


In recent years there has been a great deal of 
discussion here on the desirability of establishing 
a chair in accounting in each State university. 
Conclusions have inevitably been in favour of the 
proposal, although as yet nothing has materialized. 

A parry is now made by Mr E. A. Holden who 
designed the original Coat Armour, invented its 
motto, ‘Nec Timens nec Favens’, and drew up the 
petition to the Earl Marshal which obtained for 
the old Corporation of Accountants the honour 
of the first regularized armorial bearings granted 
in Australia to any state, university or corporate 


‘body including the Commonwealth. 


Mr Holden feels uneasy about the proposal, for 
‘any degree in accountancy that could hence- 
forward be obtained from any Chartered Australian 
University could only rank pari passu to that 
University of Accountancy, “The Institute of 
Chartered Accountants in Australia" ', 

It is pointed out that the Royal Charter under 
which the Institute acts contains provisions 
similar in‘form and substance to those empower- 
ing the chartered universities to grant degrees 
in arts, medicine, etc., but with the added con- 


. sideration in the case of the Institute of privileges _ 


to enable its senate or council to discipline its 
graduates for the duration of their professional 
lives. However this may be, the question still 
exists — does the Institute function as a university 
or can it so function? 


Briefly 


A series of lectures on management accounting 
sponsored by the New South Wales Division of 
the Commonwealth Institute of Accountants has 
just ended. One or two observations made were: 


. I shall feel my job has been well done if I 
can leave with you the conviction that the budget- 
ary methods are not only for wealthy firms but may 
be applied in varying degrees of detail to any 
concern.’ - N. F. Stevens, B.EC., А.1.С.А. 

*With a return to the buyers' market it is difficult 
to see how we can conduct our business satis- 
factorily withopt making sales forecasts, and irre- 

. spective of whether this process has operated in 
Australia in the past it becomes a must for the 
future.’ – J. H. Evans, Distribution Manager. 

‘Get the costs out to the foremen and super- 

' intendents.’~- D. R. Rickards, A.1.c.a. 
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THE ACCOUNTANT IN INDUSTRY-I 


by F. R. M. de PAULA, C.B.E., F.C.A. 


We reproduce below one of seven papers on this subject, written for the Sixth 
International Congress on Accounting, and considered on June 18th, 1952. The 
rapporteur's summary of all the papers, together with a report of the ensuing 
discussion and a résumé of additional remarks by Mr de Paula, are published at 
pages 668-674 in our issue of June 28th, 1952. Lack of space prevents our reproduc- ` 
ing all the papers on this subject but we hope to publish that by Mr W. S. Risk, 
B.Com., C.A., F.C.W.A., in subsequent issues. The names of the authors and of 
their professional organizations are shown at page 606 of our issue dated 
June 7th, 1952. 


Introduction 

N the industrial world of today, the accountant is 
р an increasingly important part in the 

management field. In this country this significant 
development has been most marked during the past 
two or three decades, and is 
evidenced by the 

‘considerable extent to which 

members of the Institute have 

taken whole-time appoint- 

ments in industry and com- 

merce after qualification, 

instead of practising as public 

accountants, The account- 

ancy profession now em- 

bodies a much wider field 

than that of public account- 

ants... 3 

It is the purpose of this 
paper broadly to outline this 
development and attempt to 
make clear its main purposes 
and objectives. But before 
doing so, it may be helpful to 
trace briefly the growth of the 
accountancy profession in this 
country; as to this, the writer 
can speak only from his own 
limited experience and as a 
member of The Institute of 
Chartered Accountants in 
England and Wales. 

The art of book-keeping can be traced back to 
medieval times, but accountancy, as an organized 


profession, is very young and emerged here during 


the second half of the nineteenth century. Thus the 
birth of our profession took place during the pros- 
perous Victorian era, when England was the richest 
and most powerful country in the world. Her 
industries were expanding rapidly, serious competi- 
tion from abroad was not yet felt, for she was first 
in the field of industry, and thus had a flying start. 
The Royal Navy controlled the Sewen Seas, and our 
commerce was backed by our vast mercantile marine; 
thus, in that age of great progress, our trade followed 
our flag to all parts of the globe. The pulse of industry 


1Members' Handbook, August 1950. The Institute of 
Chartered Accountants in England and Wales, page 13. 





Mr Е. R. M. de Paula, c.B.E., F.C.A., speaking in 
the Royal Festival Hall during the International 
Congress. 


was running fast and a period of great expansion lay 
ahead. 

During that period, the individual business 
concerns were growing in size and private partner- 
ships were being converted into private companies 
under the Companies Acts. 
Thus the opportunities for ac- 
countants were opening out. 

The Institute of Chartered 
Accountants in England and 
Wales was incorporated by* 
Royal Charter on May ruth, 
1880. Its objects were modest 
and were described in the 
original petition as follows: — _ 

“The profession of public 
accountants in England and 

Wales is a numerous one and 

their functions are of great 

and increasing importance in 
respect of their employment 
in the capacities of liquidators 
acting in the winding-up of 
companies and of receivers 
under decrees and of trustees 
in bankruptcies or arrange- 
ments with creditors and in 
various positions of trust under 

Courts of Justice as also in the 

auditing of the accounts of 

public companies, of partner- 
ships, and otherwise.’ 


It will be noted that the main emphasis is upon 
liquidation and receivership work and that auditing 
is the Jast item upon the list. It is significant also that 
accounting is not even mentioned. 

Looking backwards, it is clear that the Institute 
has developed in many directions never contemplated 
by its founders. 

During the Victorian age, the rapid and extensive 
expansion of industry and commerce and particularly 
the growing size of the individual business unit, 
created the need for accurate and improved records. 
The old-fashioned methods were very slow and 
cumbersome and commonly the books of account were 
written up by the proprietor of the concern himself. 
But as the business grew this became impossible and. 
part, at least, of the book-keeping had to be delegated, 
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and when private firms were converted into companies 
under the Companies Acts, accounting assumed an 
added importance. — 

In this way the need arose for skilled accountants 
to help business men to organize their book-keeping 
records and the practice grew rapidly for public 
accountants to prepare and audit the annual accounts 
of industrial and commercial concerns. 

During this stage in the development of the 
profession the emphasis was, to a large degree, upon 
recording. The practitioners of those days were 
extensively engaged in introducing sound systems of 
double-entry book-keeping into industry and com- 
merce, and the auditor generally balanced the books 
and himself prepared the annual balance sheet and 
profit and loss account. So much time and energy 
‘were devoted, by the auditor and his staff, to the 
actual preparation of the accounts, that this accounting 
work, some may think, was carried out at the expense 
of the true audit work. 

During this period, the profession undoubiedly 
rendered valuable service in raising the general 
standard of recording and accounting in this country. 

The profession developed, at this time, upon an 
* individualistic basis, that is to say, that each account- 
ant decided for himself his basic accounting and 
auditing principles and procedures. The Council of 


the English Institute did not commence to issue - 


recommendations on accounting principles for the 
guidance of its members until 1942. 

During the second half of the nineteenth century, 
the profession grew very rapidly and extensively, 
audit practices expanded and many other fields of 
opportunity were opening out. Succeeding generations 
of accountants were building up upon the firm and 
sound foundations laid by their predecessors. It was a 
period of consolidation, and thus confidently the 
profession moved forward into the fateful twentieth 


century. 


The Important Effects of the Companies 
Act, 1900 


Upon the turn of the century, this country was 
involved in the South African War, Germany and 
America were becoming serious trade competitors 
in both our home and foreign markets, and the 
ominous clouds of war had commenced to form in the 
skies over Europe. But the most important landmark 
at that time for the profession, in this country, was 
the coming into force of the Companies Act, 1900, 
which for the first time provided for the compulsory 
audit of the accounts of all companies, both public 
and private. Prior to this the field of opportunity for 
the public accountant was limited, but the passing of 
the Act of 1900 immediately expanded audit practices 
enormously, as auditors had to be appointed by 
countless numbers of companies that had never 
employed professional auditors before. 

‘The coming of the auditor to every company had 
several important effects, e.g. many strange and 
inadequate accounting systems came under the 
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review of the skilled accountant; and thus a large 
section of industry and commerce was persuaded to 
improve and modernize its system of records. The 
professional auditor rapidly proved his usefulness to 
his clients and became, in most cases, the financial 
adviser to the boards of the companies, and to the 
partners of the firms of which he was auditor. 

Thus the coming into force of the Companies Act, 
1900, was responsible for the first great step forward 
of the accountancy profession in this country. 


The Effects of World War I 


The World War of 1914-18 had profound effects 
upon the profession, as new fields of activity 
developed, which vastly widened the whole scope of 
the profession's activities. 

Prior to the outbreak of the South African War in 
1899, the rates of income-tax were very low; from 
1879-80 to the year 1899-1900, the rates had varied 
between a minimum of 5d and a maximum of 8d in 
the pound. During the South African War the rate 
rose to 1s 3d in the pound and after the war fell to 
11d in the pound. 

Sur-tax, profits tax, and excess profits duties and 
taxes had not been born. As, therefore, the direct 
tax burden was very light, the individual taxpayer 
was not greatly concerned regarding his tax assess- 
ments; consequently taxation work represented a 
negligible proportion of the earnings of public 
accountants in those days. But when during the 


. 1914-18 War, the rate of income-tax rose to 6s in the 


pound plus a heavy excess profits duty, a vast change 
came about and the individual taxpayer and the 
management of all companies and partnerships 


. became acutely concerned with their tax assessments. 


Public accountants undertook this work for their 
clients and thus an enormous field of activity 


developed. This work, which is highly specialized, 


must today represent a considerable proportion of 
the earnings of the profession in this country. 

During the 1914-18 War many members of the 
accountancy profession served in various of the 
government departments and services and thus, 
in many cases, for the first time, became concerned 
with the problem of administration upon a very big 
scale. In this way, the outlook of many accountants 
was broadened greatly. 

The vast armament programme raised the problem 
of the costing of government contracts both for the 
accountants serving within the government depart- 
ments concerned, and for the public accountants 
outside, acting for their clients. In this way many 
professional accountants, for the first time, had to 
consider seriously the whole problem of costing, 
which up to that time had received little attention 
from the professson. 

Thus a further new field of activity was developed 
and one which has since been greatly expanded. This 
also is a highly specialized subject, in which many 
accountants have now become expert. 

Starting with costing only, this technique has 
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since been expanded into what is now known in 
industry as management accounting. It is this field 
within industry and commerce that has attracted the 
interest of increasing numbers of professional 
accountants; and many of them have become specialists 
in the modern methods and practice of management 
accounting. 


The Period between the Two World Wars 


The period between the two world wars was one of 
great activity in the profession; audit practices grew 
‘rapidly and extensively, taxation work became 
evermore important and specialized. Professional 
accountants, in increasing numbers, were appointed 
to the boards of companies, on government com- 
mittees and as advisers to trade associations and 
other bodies. At the same time great numbers of 
professional accountants took up full-time appoint- 
ments in industry and commerce and thus were 
forced to study closely the whole field of management 
accounting. Thus accountants found themselves 
playing an. increasingly important part throughout 
the economic life of the nation. 

After World War I management consultants 
commenced to practise in this country; their tech- 
niques and procedures were obviously founded upon 
the teachings of the late F. W. Taylor, and as 
subsequently developed in the U.S.A. during the 
past fifty years. 

Their object was to help industry to improve its 
whole organizational methods with a view to raising 
efficiency and consequently productivity, in the 
interests of all concerned, including, of course, the 
whole of the personnel employed. Thus, when 
engaged upon the reorganization of an industrial 
concern, their report covered all of the functions of 
the business, e.g. production, technical, engineering, 
sales, personnel, finance, accounting, organization 
and methods, etc. Management consultants. are 
generally engineers and they employ skilled account- 
ants to help with the financial and accounting parts of 
their investigations. Thus some accountants became 
interested in the financial and accounting parts of 
these new techniques. 

These management consultants gain great experi- 
ence as the result of investigating numbers of business 
concerns, and the successful practitioners un- 
doubtedly render very valuable services to industry 
and commerce. | 

But the most significant landmark in the life of the 
profession during this period was the Kylsant case 
which fell like an atomic bomb, and changed the face 
of the world of accounting. 

Up to that time, both business. leaders and the 
majority of accountants held the view that secret 
reserves were justified, upon the grounds of prudent 
financial policy, but this case gravely challenged the 
practice of drawing upon secret reserves for the 
purpose of bolstering up current earnings without 
revealing these facts. The public conscience was 
gravely shocked by the disclosures in this case, 
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as also were many accountants. In consequence, a 
careful reconsideration of basic accounting principles 
commenced in the 1930s, in the first place by 
individuals and subsequently in 1942 the English 
Institute commenced to issue recommendations on 
accounting principles for the guidance of its members. 
This was an event of deep significance and many of 
these recommendations found their way into the 
Companies Act, 1948. 


The Effects of World War II 


The profession had grown to maturity and, strangely 
enough, in the midst of World War II had paused 
to take stock of its position and to think out its basic 
principles. The Council of the English Institute thus 
gave an invaluable lead, and one which has had 
profound effects. 

In the aftermath of World War II, this country 
found herself in extremely difficult circumstances; 
her vast overseas investments had, to a great extent, 
been liquidated to pay for the costs of the two world 
wars, she was unable to balance lier international 
accounts, her industrial equipment was run down and 
badly needed replacement and reconditioning, her 
citizens were fatigued and were staggering under a 
stupendous burden of texation, together with a 
rapidly rising cost of living. However, her industries 
have made a supreme-effort in turning over from war 
to peacetime production, and have succeeded in vastly 
increasing the country's export trade. Now she is 
involved in a huge rearmament programme. 

In these acutely complex times, the overall burdens 
of the accountancy profession have risen greatly and 
naturally its staff requirements increased propor- 
tionately. But, at this same time, an insatiable 
demand has arisen, from industry and commerce, for 
skilled accountants to help to reorganize our industrial 
and commercial concerns upon the most efficient 
basis and thus help to increase productivity. This 
demand for accountants, expert in the modern 
management accounting techniques, is acute and the 
prospects of an adequate supply for the future are 
not assured. 

This problem is of great concern, in this country, 
both to industry and to the accountancy profession. 
Both are deeply concerned as regards the general 
significance of the subject as a whole and as to 
whether in the future there will be available a 
sufficient number of suitably skilled accountants to 
supply the needs of both the public accountants in 
general practice and those of industry and commerce, 
The fact that it has been included in the agenda of 
this Congress clearly indicates that this problem is of 
general interest not only here but in other parts 
of the world. 


'The Place that Accountants are Required to 
Fill in Industry 


It is proposed, therefore, to attempt to make. clear 


what the writer considers to be the place that, 


accountants are required to fil in industry and 
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commerce, to outline the broad basis upon which 
management accounting is founded and how it is 
operated. The need is not merely one of providing 
numbers but accountants of the right type and with 
adequate preliminary training in these new and 
specialized techniques, for the whole outlook and 
practice of accountants in industry are very different 
from those of accountants in general practice. 

The difference in the outlook of the auditor and 
that of the modern accountant within industry is a 
fundamental one. The accounts for last year reflect 
the results of transactions of the past; they are of 
great value, but they are of limited value to manage- 
ment for the purpose of deciding future policy and for 
‘controlling the day-to-day operations of a business. 
A comparison of this year's operating results with 
those of the preceding year may represent comparison 


є. of two inefficient operations. Thus the achievements 


of the past are not a safe and sure measuring stick. 
The position may be likened to the navigation of a 
ship across the seas. The log is kept written up 


recording every happening and the position of the- 


ship from hour to hour, and valuable lessons are to 

«be learned by the captain from a study of the factors 
that caused the misadventures of the past. But to 
navigate his ship safely over the Seven Seas, the 
captain requires his navigating officer to work out the 
course ahead and constantly to check his ship's 
position against the predetermined one. If the ship 
is off its course, then the navigating officer must 
report immediately so that the captain may take 
prompt action to regain his correct course. 

Exactly so is it with the industrial ship; the past 
records represent the log and the auditor is respon- 
sible for verifying, so far as he can, that those 
records are correct and reveal a true and fair view of 
the financial position of the concern. But what 
modern management requires, for day-to-day operat- 
ing purposes, is forecasts showing in detail the 
anticipated course of the business for (say) the coming. 
year. During the course of the year management 
requires immediate reports of any. material variances 
from the predetermined course, together with 

. explanations of the reasons for them. This enables 
(3 prompt action to be taken to rectify the position. By 
_ these means effective control can be maintained over 
the affairs of a business concern, as upon the happen- 
ing of any adverse factors prompt action can be taken 
to rectify such faults before they reach serious 
proportions. By no other means, it is submitted, can 
widespread groups of companies be controlled. It 
is of no value to bring to the notice of management 
inefficiencies and losses long after the event, when it is 


too late to take remedial action. Water over the dam © 


(j, can never be put back. 


The Main Requirements of Top Management 
In the first place it would seem desirable to attempt 
to sketch, in very broad outline, the main requirements 
of top management for the purposes of controlling an 
. industrial undertaking; and then to consider the 
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modern methods by raeans of which those require- 
ments can be effectively met. 

For the purposes of illustration, it is proposed to 
take the most complicated example, i.e. a large group 
of companies with ramifications all over the world. In 
such circumstances, it is impossible for top manage- 
ment, personally, to supervise and control the vast 
number of individual transactions scattered over so 
world-wide a field. Decentralization and delegation 
of responsibility become essential, Under such 
conditions effective control is impossible without an 
efficient system of organization, and one by means of 
which essential information can be reported promptly 
from every part of the whole organization to head- 
quarters in order that immediate action can be taken. 
That does not mean that every local action should 
be cabled to headquarters; were that done the organi- 
zation at headquarters would be completely choked. 
On the contrary, the system must be designed and 
operated so that only important information reaches 
headquarters and such as needs action; furthermore, 
headquarters must have some measures by means of 
which the results of operations can be judged before 
action is taken. It is obvious, therefore, in circum- 
stances such as are envisaged, that every part of such 
a vast organization must be closely studied in order to 
design a system that will provide, with the utmost 
promptness, all the necessary information required at 
the top, with extreme clarity and simplicity of form. 
But at the same time there must be available great 
detail at the base. Furthermore, at every level of 
management, from the shop floor up to the chief 
executive, there must be available the necessary 
information to enable each part of the operations to 
be controlled. Only in this way can prompt remedial 
action be taken immediately any inefficiency arises. 

The basis of such a system is to provide the manager 
of every section of the operations with the informa- 
tion by means of which he, or she, can effectively 
control the activities for which he or she is responsible. 
The manager must also have a ‘yard-stick’ by means of 
which to measure achievement; thus the manager is 
immediately aware of variances from normal. In this 
way, each level of management acts as a sieve — so 
far as possible all adverse factors are dealt with ‘on 
the spot' by local management, but if that cannot be 
done, theri the facts and the position of affairs are 
reported upwards via the ‘chains of command’, and 
it may be ultimately to the chief executive. By this 
means the chief executive is burdened’ only with 
matters of importance that require action from him. 

What top management requires to know is when 
operations are not proceeding according to plan. This 
information is required promptly in order that 
immediate action pay be taken. This is referred to as 
‘management by exception’, Where operations are 
proceeding according to plan, no action from 
management is required. Top management should, : 
therefore, not be flooded with unnecessary detail 
upon which no action is required. À very common 
defect in many organizations is the clogging of the 
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organizational machine with superfluous information 
~ accountants have a weakness in this direction. 
Only too commonly, in practice, effective control 
becomes hopelessly lost in a wilderness of detail. 

For those without experience, these new techniques 
generally appear to be alarmingly complicated and 
expensive to operate. They may be costly to install, but 
their subsequent operation often proves to be less 
costly than the system superseded. However, experi- 
ence has clearly proved that the whole of the costs 
involved are infinitesimal when compared to the 
managerial and financial advantages that are to be 
derived from these methods. In fact the writer would 
venture the opinion that it is impossible effectively to 
manage a large group of companies without a system 
of control broadly upon the lines under consideration. 


Forward Planning 


The basis of this technique is merely forward plan- 
ning – a word which strikes an apprehensive note in 
the ears of many industrialists in this country – but 
in truth and in fact forward planning must be the 
basis of all successful operations in every walk of life. 
Industrial concerns must and always have had to 
plan ahead. Before manufactured goods can be sold 
plans have to be made for the provision of production 
capacity, raw materials, consumable stores, labour, 
power, storage capacity, transportation facilities, 
lighting, heating, supervision, sales staff and in- 
numerable other items. The whole operation must be 
carefully surveyed and planned and if miscalculations 
are made the results may be very serious. 

In small businesses, there are to be found managers 
who do not work out their future plans in great detail 
but rely largely upon intuition and judgment; many 
most successful enterprises have been built up in this 
way. But in the case of the large groups of companies, 
such rough methods are fraught with great danger 
and in the past have resulted in many industrial 
shipwrecks. Wise management, therefore, sets up a 
system of organization for working out plans (called 
budgets) for the future in great detail, and as the 
operations develop, management constantly checks 
actual achievement against the plan. Within the factory 
the overall plan is broken down into 'yard-sticks' 
(called standards) by means of which each sectional 
operation is measured daily. 'T'he standard of measure- 
ment is in terms of time and money, thus embracing 
the two basic factors necessary in order to judge true 
production efficiency. 

As these ‘yard-sticks’ are used to judge the actual 
results achieved by the particular manager and his 
team and also to assess emoluments, it is essential 
that all concerned shall agree that the target thus set 
is fair and attainable. Management must be prepared 
to prove the reasonability of the standard by demon- 
stration, otherwise it will not act as an incentive to 
endeavour. 

Naturally the volume of production or activity 
must affect the final costs of production, but the 
factory is not responsible for that volume, which is 
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the concern of the sales division of a business. In 
order, therefore, that production efficiency can be 
properly and fairly judged the budgets should be made 
flexible. This means that the ‘yard-sticks’ or ‘standards’ 
must be calculated for various levels of activity, in 
order that management may be judged by the correct 
gauge. 

The setting up of a system, upon the lines broadly 
indicated, is a highly difficult and complicated 
problem, based upon a technique that has been 
hammered out and proved upon the anvil of practice 
by engineers and accountants. 


The Introduction of a System of Management 
i Accounting 
The problem now arises as to how such a reorganiza- 
tion should be introduced to an individual industrial 
concern and by whom? Is it a matter for the account- 
ant, the engineer, or the management consultant? 
The setting up and operating of such a system of 
budgetary control and standard costing affects every 
division and section of an industrial concern. In order 
that forecasts may be reasonably reliable and that the 


-standards set may be fair and acceptable targets, it, 


has already been pointed out that the co-operation 
of management, at all levels in the factory, is essential. 
Furthermore, engineering and technical considera- 
tions play a very important part in the working out of 
these plans. The sales division, and in fact many other 
divisions and sections of the concern, must co-operate 
in the working out of the budgets. 

It will, therefore, be appreciated that the success 
of such a system must be based upon team work. All 
divisions and sections must co-operate in the building 
up of the whole plan and in its operation. 

It may be asked: "What part does the chief account- 
ant or comptroller play in connexion with this 
matter?' 

The whole of such plans are expressed in financial 
terms and often involve the handling, analysing and 
focusing of a mass of detailed figures; and in operation 
require prompt comparisons of actual achievement 
with the targets set. As accountants are specially 
qualified in the handling of masses of figures rapidly _ 
and accurately, they can render an invaluable service ( - 
in designing the system for operating this part of 
the work. . 

The budgets are not those of the chief accountant 
or comptroller; their preparation represents a united 
effort of all sections and divisions concerned; the 
departments supply all of the pieces of the jig-saw 
puzzle which the comptroller fits together and thus 
reveals the complete picture. 

The comptroller has not the necessary experience 
and information to enable him to make either the n 
necessary forecasts for the budgets or to fix standards 
of measurement. It is very common in practice to 
hear the budgets referred to as being those of the 
comptroller, no doubt because it is he who generally 
presents them to the board of a company, but in tbe 
writer's submission it is a thoroughly bad practice. 
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If this belief is allowed to grow, it implies that the 
comptroller has assumed responsibilities that he does 
not and cannot properly carry out, and the result will 
be loss of faith by the departments i in the budgets. On 
the contrary, it should be made clear to all concerned 
that they themselves have been largely responsible 
for fixing their own sections of the budgets and 
standards. Only in this way can success be achieved. 

Regarding the inauguration of such a system, in a 

business that had not previously practised these 
methods, it is submitted that the following are factors 
worthy of consideration: 

(a) The person responsible for the inauguration of 
the new system should be someone thoroughly 
experienced in this technique. 

0) It is very difficult for an officer in a business, 
with other executive responsibilities, at the same 
time to control so complicated a reorganizztion. 
It is suggested, therefore, that the person 
responsible for the reorganization should work 
upon a full-time basis; either by detailing a 
suitably experienced member of the staff of the 
business or employing someone from outside, 
upon a professional basis. 

(c) As the qualifications. needed for this work 
embrace both engineering and accounting, it is 
a matter of opinion whether the most suitable 
person would be: 

(1) An accountant with a working knowledge 
and experience in engineering. 

(2) An engineer with a working knowledge and 
experience in accounting. 

(3) An accountant in co-operation with an 
engineer. 
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(4) A practising management consultant. 

(5) A practising public accountant who had 
specialized in management accounting. 

(6) An accountant detailed from the staff of the 
business concerned. 


Industry has drawn from all the sources available 
but there is every indication that there will be 
difficulty, in the future, in recruiting the right types 
of executives in the required numbers for this 
particular work. 

The problem also arises as to whether there should 
be available facilities for preliminary training in 
management accounting for those accountants in- 
tending to enter industry. In the past those 
who have done so have learned this new technique 
empirically. 

The viewpoint of the industrial accountant is from 
an entirely diferent angle from that of the accountant 
in general practice. Whereas the auditor is looking 
backwards, the industrial accountant is ever looking 
forward when assisting in the preparation of plans for 
the future operation of his company. 

For the purposes of operating these new techniques 
very specialized systems and practices have been 
devised, and they are interlocked with engineering. 
The accountant has to approach this whole problem 
from the point of view of the engineer, and thus he 
finds himself in a new world. Preliminary training in 
these new techniques would be of the greatest value; 
it would seem, therefore, that this problem is worthy 
of the closest consideration, for the empirical ap- 
proach must prove to be a slow and faltering one. 


(To be concluded.) 


WEEKLY NOTES 


‘Guilt before Innocence’ 


In a leading article under the above heading in our 
issue of May 26th, 1951, we referred to a private 
members’ Bill (Directors etc., Burden of Proof) which 
sought to protect directors and other officials from 
. criminal liability in respect of offences committed in 
_; contravention of several recent Acts. These Acts each 
* contain a provision to the effect that where a body 
corporate commits an offence under the Act, a 
director of it shall be deemed also to be guilty unless 
he proves that the offence was committed without his 
consent or connivance and that he exercised all such 
diligence to prevent the commission of the offence as 
he ought to have exercised having regard to the 
nature of his functions and to all the circumstances. 
'The object of the Bill was to place upon the prose- 
cution the burden of proving that the offence com- 
> mitted by the body corporate was committed with 
the director's consent or connivance or was attri- 
butable to his negligence. The Bill reached the 
report stage on July 11th last when the Opposition 
sought to amend the Bill in such a way as to leave 
with the director the burden of proving that the 


offence had not been committed with his consent or 
connivance. As the sponsors of the Bill would not 
accept this, the Opposition proposed an amendment 
which deleted the operative part of the Bill. This was 
carried but the second part of the amendment, which 
contained substituted words, was lost. T'he Bill was 
thus left without an operative part and it was subse- 
quently talked out. 


Tax Certificates: New Series 


The Chancellor announced in the House of Commons 
last Tuesday that the issue of a new series of Tax 
Reserve Certificates would commence on July 16th. 

Interest on the new certificates is being raised to 
1$ per cent, against the previous } per cent, in order 
to bring the terms more into lie with current 
money rates. The interest is exempt from income-tax, 
sur-tax, profits tax and excess profits levy. 

The terms of existing certificates remain unchanged, 
except that in future they will be accepted in payment 
of excess profits levy and interest will be exempt from 
excess profits levy. T'he limit of five years in which 
the new certificates can be tendered in payment e 
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tax will not apply, but the two years’ interest limit 
is retained. i 


Relaxation in Car Covenant 


Straws in the wind have a fascination of their own. 
Last week brought a few from the motor-car industry. 
Despite the Government’s and the industry’s 
insistence that high export targets are well within the 
compass of manufacturers, it is clear that the industry 
is facing more difficult times than it has had of recent 
years. Frustrated exports (admittedly frustrated in 
most cases for reasons that have nothing to do with 
cars) and a weakening in prices for second-hand cars 
in the home market have pointed to a change ahead 
in trading conditions. So far as the home market is 
concerned, the state of the second-hand car market 
is critical in the long run for a sound market for new 
cars. It only required a slight easing in the shortage 
of supply of high-priced cars, given today’s high 
taxation of incomes and the present price of petrol, 
to bring some change in the state of their market. 
This has now happened. Covenants and declarations 
are no longer necessary for certain cars and for some 
others there is no need to make a declaration although 
the terms of the covenant still apply. 

The makes affected are all in the category of 
specialist cars and in a few cases the specialist models 
of larger makers. But so far as the popular cars are 
concerned, these remain subject to all the rigours 
which today surround the acquisition of a new car 
which,still has a fantastically high second-hand value. 


Five Months’ Trade Pattern 
As well as the provisional trade figures for June, the 
Board of Trade has now issued a summary of the 
pattern of this country’s external trade with the 
sterling area and with the non-sterling area. 

So far as the non-sterling area is concerned, there 
was a smaller trade deficit than for the same period of 
1951 but the experience was not uniform. The 
position with the dollar area (again taking the 
corresponding period of 1951 for comparison) 
deteriorated, whereas there was an improvement in 
trade with the O.E.E.C. countries and a larger 
improvement in the balance with the rest of the non- 
sterling area. A feature of the May figures was an 
improvement in this country’s trade position with the 
dollar area which helped to keep the five months’ 
deficit to well below {10 million. | 

So far as the sterling area is concerned, there has 
been a notable setback since the Dominions’ import 
cuts came into effect. In the first quarter of this year 
this country was running a surplus of exports over 
imports with the rest of the area but there had 
emerged a substantial deficit over the months of 
April and May. . 


Better Outlook for Metal Supplies 


No single portent of better days for this country’s 
balance of payments position would be more welcome 
than a really sound prospect for lower international 
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commodity prices – at least for the prices of those 
commodities which the sterling area exports to the 
rest of the world. The allocations for the world’s 
scarce metals announced this week by the Inter- 
national Materials Conference does not provide 
anything as strong as a ‘really sound prospect’ for 
easier supplies and lower prices but its decisions 
betoken a slight move in the right direction. 

In the third quarter of this year the Conference ` 
will release larger supplies of copper, nickel, cobalt, 
tungsten and molybdenum than have been available 
in corresponding periods in the first part of the year. 
The larger supplies of copper, tungsten and molyb- 
denum are put down to higher production but nickel 
and cobalt are considered to be still very short. Since 
some of these metals are likely to be needed in large 
quantities, comparatively speaking, so long as the 
rearmament programme lasts there does not seem to 
be any likelihood of a large relaxation in supply 
conditions. Copper, for instance, is needed in a 
multiplicity of ways in engineering, often in small but 
key quantities. Cobalt is necessary for carbide and 


- tungsten-based high-speed cutting tools. 


But it does not always need a large change in the 
conditions of supply and demand to make a large * 
difference to the price level. This country is vitally 
concerned in the level of prices as well as in securing 
its quota of internationally scarce metals. 


Exports Fall in June 


June trade figures bring with them the account 
of the country's external trade balance for the first 
half of the calendar year. This year the calendar 
year has a double significance for the external trade 
position, for it not only shows the position at the 
half-way mark but also shows how much success 
there has been with the programme of import cuts. 
It was last November that Mr Butler put into 
operation the first of his import economies so 
there has been a full six months to study their 
consequences. 

The picture is not very encouraging to judge from 
last month's trade returns. Imports were down 
slightly on the month but exports were also off. 
There was in fact a drop in the value of exports of 
18 per cent of which only 15 per cent can be attributed 
to the shorter working month. 'T'he result was a very 
slight fall in the trade gap since May. In June the 
deficit was /83:4 million compared with £84:8 
million the month previous. These figures are 
provisional but the picture is not likely to be seriously 
altered when the final statistics become available. 

'The usual geographical analysis shows that exports 
to the dollar area have been well maintained but that 
there has been a falling off in exports to other parts. 


The final figures will probably show that there has &* 


been a continuous drop in this country's trade with 
the rest of the sterling area owing to the import 
restriction imposed by some of the Dominions when 
this country took the initiative in that direction at 
the close of last year. S 


k 


* 


a 


$ 


July 19th, 1952 


THE ACCOUNTANT 


77 


FINANCE AND COMMERCE 


Technical improvement in stock markets has.led to 
consideration of the prospects for a reliable turn for 
the better in the autumn. The June trade figures, 
however, indicate that there is a long way to go if 
economic equilibrium is to be reached before the 
end of the year. Talk of an ‘autumn boom’ may be 
too optimistic. 
Hall & Co Ltd 


The fact that money is getting tighter is becoming 
increasingly emphasized in daily conversation. Mr 
H. Val. Hall, chairman of Hall & Co Ltd, whose 
accounts we reprint this week, says in his statement 
with the accounts that ‘the collection of money from 
customers, especialy from many builders and con- 
tractors, becomes increasingly difficult as they, like 
others, are feeling the shortage of money’. He ‘wel- 
comes the instructions to Government Departments 
and local authorities to pay builders and contractors 
more expeditiously as work proceeds but we still 
consider it not sound policy, he says, to withhold so 


much money as retentions, and for so long after the 
work is completed. Whilst no real recession in trade 
has yet been experienced, this possibility, with the 
growing scarcity of money must not be overlooked, 
says Mr Hall. 

The company is engaged in the retail distribution 
of coal and carries on a sand and gravel and builders’ 
merchants business. 

Apart from other factors, Government policy is 
‘now directed towards dearer money and credit 
restriction. That situation has to be faced. The 
Capital Issues Committee has been directed to 
scrutinize closely applications for permission to raise 
new capital. The banks, under instruction, are 
curtailing overdraft facilities. The effect must, in due 
course, permeate through the whole economy. 

It will be noted that in this company’s balance 
sheet a substantial increase in creditors has been 
recorded. This, says Mr Hall, is partly due to in- 
cřeased business but also to the fact that the balance 
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1951 
£ " £ 
249,628 Profit on Trading  .. .. T .. - . .. .. 367,087 
In arriving at the above profit there has been charged: Е А 
Directors’ Emoluments 
£ As рабо t £ 
1,450 Mut ee oe И .. 1,750 
15,183 Commission (subject to confirmation) | sx ЊЕ E ys бж 22,290 
As Executives Я 
= 19,770 Salaries and Pension Fund Contributions 23,147 
(Pensions to Past Directors and Dependents pal paid out of Reserve for 
Pensions and Sickness amount to £520) (£2,012) ` 
36,403 47,187 - 
24,450 Staff Bonus oe . os 33,350 - 
£115,229 Depreciation of Fixed Assets | v ea sia: .. .. E £129,479 
1,132 Income from. Investments si ne m E T 55 ca ae 56 
23.144 Surpíus from Sale of Sundry Assets .. Bab reu. i: is E os .. os 8,086 
273,904 375,229 
Deduct: - Е 
Estimated Taxation on Current Profits 
— Excess Profits Levy .. 24 ее as ae ae a os vs .. s .. 32200 
51,000 - Profits Tax .. .. .. T .. ve .. 66.000 ` 
88,500 income Tax (including £135, 000, assessable 1952-53) ws Ме e se i3 EE E 141.000 - 
139,500 —— 219,500 
. 4404 Consolidated Net Profit oe oe .. oe oe ee .. .. .. .. .. 155,729 
=) 1,382 Amount of Subsidiary Companies’ Profits not distributed яб .. v 5. .. А — 
133,022 
Add: * 
18,198 Surplus on Investment Account . . .. .. m . -— 
e Past Profits of a Subsidiary, now transferred to Hall & Co Ltd” a. аә .. 14,002 
259,172 Unappropriated Profit of Hall & Co Ltd, brought forward from last year es .. А 280,687 
£410,392 Amount available to Hall & Co Ltd, to be dealt with as shown below -. oe ary . £450,438 
Dividends paid and proposed, less income Tax - 
4,084 6 per cent Cumulative Preference Stock .. .. .. .. .. 3,898 
4,675 А per cent Second Cumulative Redeemable Preference Stock " oe ae. a M es 4,463 
15,722 Ordinary Stock: Interim Dividend of Is 6d per £1 Stock T .. e» E . 15,008 
30,016 Proposed Final Dividend of 3s 6d per £1 Stock je a M as Ра 35,018 
54,497 58,387 
"Transfers to Reserves, subject to confirmztion 
Li. 25,208 Reserve for Pensions and Sickness we ae $e аа ~ би ue " А 8,477 
— Tax Equalization Reserve .. ʻe ss .. .. .. em «x x .. 75,000 
50,000 General Reserve — .. eae ces 2% .. oo $e hws .. 2a ss m 50,000 
75,208 — ——— 133,477 
129,705 x | : - 191,864 
280,687 Unappropriated Profit of Hall & Co Ltd, carried forward to next year s s» ae 258,574 
* £410,392 £450,438 
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sheet figure is increased by payments due to creditors 
which should have been made at the end of March 
but were not actually made until the end of April. 
The amount shown as bank balance is correspond- 
ingly affected. 

The next accounts are to December 31st because 
‘there is now insufficient time for completing the end- 
of-the-year work owing to the requirements of the 
new Companies Act’. 


Prompt Accounting 


For a company with such extensive oversea interests, 
International Aeradio Ltd has done well to complete 
its accounts and obtain the auditors’ certificate in 
three months from the closing of the books. The 
company, formed in 1947, provides an extensive 
network of radio and other facilities for international 
civil aviation. They cover fifty stations in thirty-two 
oversea administrations ranging from the West 
Indies through Europe, the Middle East and East 
Africa to Hong Kong, Sarawak and the Far East. 
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Without such a system of air traffic control, air 
transport in its present and growing intensity, would 
be impossible. The airport control tower in fact is 
the equivalent of the railway signal box. 

The company now has a balance sheet of a third of 
a million, half of which, approximately, is in capital 
reserves and surplus. Turnover, the chairman, Sir 
Victor Tait, says in his statement, was up ‘con- 
siderably’. Мг H. Adams, A.C.A., A.T.LI., the secretary, 
to whom we are indebted for the accounts, puts the 
increase at just over 20 per cent. Would there be any 
objection to giving the turnover figure in the accounts? 

The Board's operational policy has been to main- 
tain charges to airline operators at a level sufficient 
only to meet costs involved in providing the various 
services. There is thus a modest £7,656 of net profit 
to the company itself after taxation which, with 
£4,639 brought in, is given almost wholly to reserves, 
only £257 being carried forward. The allocations 
include £6,538 to a capital reserve against loss of 
assets oversea where disturbed conditions prevail. 


HALL & CO LTD AND SUBSIDIARY COMPANIES 
Consolidated Balance Sheet at March 3156, 1952 





1951 
£ £ Current Assets £ £ 
10,160 Cash at Bank and In hand .. EN 8 А Ps i a oe us 199,799 
11,545 Quoted Investments . as .. " ne M — 
1,414,762 Sundry Debtors after ‘providing for doubtful debts and discounts |. ае es is 1,675,658 
417,383 Stock-In-trade and Expendlture on Uncompleted Contracts at cost or under x v HE 486,886 
1,853,850 ————— Dea 2,362,343 
Current Liabilities, Including Directors’ Recommendacdons ubace to confirmation 
756,077 Sundry Creditors and Accrued oan 95 55 .. .. «is m 1,330,167 
131,437 Bank Overdraft E E .. s's T .. zs .. — 
15,183 . Commission payable to Directors : ex T v .. 22,290 
30,016 Final Dividend on Ordinary Stock of Hali & Co ‘Lea, less Income Tax 35,018 
932,713 ———— —— 1,387,475 
921,137 Net Current Assets 974,068 
Fixed Asse £ 
735,515 Freehold Е. Leasehold Land and Bulldings, at cost — .. 778,180 
272,836 Deduct Accumulated Depreciation РА 2s 286,159 
462,679 492,021 
964,485 Fixed and Loose Plant, Mechanical Vehicles and Horses, at cost 1,090,133 
649,295 Deduct Accumulated Depreciation di. "S x 06,401 
315,190 383,732 
777.859 ———— ——— 875,753 
i Goodwill, at cost less amounts written off .. € a .. .. .. j 
£1,699,007 Total Net Asseta 7 £1,850,622 
Derived from: 
704,900 issued Capital of Hall & Co Ltd (detailed on page e" ve ve es A 704,900 
12,500 Capital Reserve – Share Premium Account ^s Зе m s 12,500 
Бреста! Reserve 
135,000 Reserve for Pensions and Sickness excluding Hait & ca Ltd Pension Fund ~ separately invested) 150,000 
10,208 Less Payments during the year . . "M .. у 
124,792 141,523 
25,208 Add Transfer from Profit and Los Account vis 8,477 
150,000 ——— 150,000 
Revenue Reserves and БАЛШИ Pronta 
455,893 General Reserve .. »* í 505,893 
Balances of Profit and Loss Accounts: £ £ 
280,687 Hall & Coltd . T У, xs MS 258,574 
Subsidlary Companies at ‘April fst, 1951 ^ T de a 14,727 
у Less Transferred to Hall & Co Ltd 14,222 
14,727 — 705 р 
——— , —— 259,279 
295,414 ——— 765,172 
751,307. ———— 
Future Income Ta: 
80,300 Assessable, 1952-53 ож x = 8 . А 143,050 
— Equalization Reserve a 55 x б ue & 75,000 
80,300 —— —— 218,050 
(£101,000) Note. — There are commitments for capital expenditure estimated at approximately £90,000. 
£1,699,007 £1,850,622 





*Not reproduced ~ Editor. 
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Drayton Regulator 


Mr B. T. Wingfield, chairman of The Drayton 
Regulator Company (Holdings) Ltd, tells share- 
holders that the board have reviewed the provision 
for depreciation on fixed assets and recommend that 
£20,000 should be appropriated to plant replacement 
reserve. 'lhis amount, he states, is an estimated 
amount to cover the excess cost of replacement over 
original cost. The provision for depreciation charged 
in the accounts is calculated on original cost and the 
basis has not been altered. The £20,000 appears 
among the appropriations and the reserve under the 
revenue heading. 


THE ACCOUNTANT 


79 


Further provision is made for the effects of in- 
flation on the company's position by an appropriation 
of £26,650 against nil to general reserve. This large 
allocation is to cover the general increase in costs and 
the larger scale of the company's operations. 


Money Market 


Reducing the bid to £99 7s 8d, the market obtained 
68 per cent of Treasury Bill requirements on July 
11th against 73 per cent the previous week. Total 
applications last week were [315,210,000 with the 
average discount rate £2 95 4:20d per cent. This 
week's offer is £230 million. 


HALL & CO LTD 
Balance Sheet at March 3ist, 1952 


1951 
Current Assets 








£ £ 
6,807 Cash at Bank and in hand . du efe ds 172,138 
1, 979) "076 Sundry Debtors after providing for doubtful debts and discounts oe oa a 1,654,552 
4,027 Amount due from Subsidiary Company . 9,872 
412, 739 Stock-in-trade and Expenditure on Uncompleted Contracts at cost or under 478,699 
1,821,649 _—- ———- 2,315,261 
Deduct: 
Current Liabilities, including Directors’ Recommendations subject to сове rmation 
750,374 Sundry Creditors and Accrued Expenses с. 55; M à aa 1, 300, 681 
— Amount due to Subsidiary Company oe ya zs af km 7,9: 
131,437 Bank Overdraft и ee ae es ES "n 
15,183 Commission payable’ to Directors” Е ~ x 22,290 
30,015 Final Dividend on Ordinary Stock, less Income Tax į s ate 35,018 
927,010 = ———— ———— 1,365,927 
894,639 Net Current Assets 949,334 
Fixed Assets £ 
734,865 Freehold and Leasehold Land and Buildings, at cost .. m gy an 777,415 
272,226 Deduct Accumulated Depreciation aS s $i wa oe .. es 285,524 
462,639 491,691 
960,197 Fixed and Loose Plant, Mechanical Vehicles and Hotses; at cost - . 1,072,615 
645,244 Deduct Accumulated Depreciation ЗА "у . 701,214 
314,953 371,401 
777,592  ——— ——— 863,292 
5,000 Investment in Subsidiary Companies — hares a at cost oe . . 2 24,000 
I Goodwill — at cost less amounts written o! Vet? (mu .. .. .. .. I 
£1,677,232 Total Net Assets £1,836,627 
Derived from: 
704,900 Issued Capital – detailed below — .. is a .. .. .. 704,900 
12,500 Capital Reserve — Share Premium Account E .. oo ae oe oe 12,500 
Special Reserve 
135,000 Reserve for Pensions and Sickness (excluding Hall & Co Ltd Pension Fund: - -saparacoly Invested) 150,C00 
10,208 Less Payments during the year .. . E m .. .. 8,477 
124,792 141,523 
25,208 Add Transfer from Profit and Loss Account P . à . „477 
150,000 150,000 
Revenue Reserves and Undistributed Profits 
450,000 General Reserve .. .. .. .. .. 500,000 
280,687 Balance of Profit and Loss Account = . P . 258,574 
730,687 ———— ———— 758,574 
Future Income Tax: 
79,145 Assessable, 1952-53 p «e a .. 135,653 
— Equallzation Reserve HE EP: -. E и 
79,145 — —— 210,653 
— (£101,000) Note. – There are commitments for capital expenditure estimated at approximately £90,000. ——— 
£1,677,232 £1,836,627 








PARTICULARS OF AUTHORIZED AND ISSUED CAPITAL 


6 per cent Cumulative Preference Stock 


of £1 each 
Ordinary Stock 
Ordinary Shares of £l each 





6 per cent Cumulative Preference Shares of £1 ‘each ot 
4i per cent Second Cumulative Redeemable Preference Stock 
4i per cent Second sumus Ина Preference Shares 


The 4} per cent Secor.d Cumulative Redeemable Preference Stock is redeemable by the 
Company on 6 months’ notice at 215 per £1 stock. 









Authorized Issued 
123,750 123,750 
76,250 — 
200,000 200,000 
100,000 — 
381,150 381,150 
118,850 — 

£1,000,000 £704,900 
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CORRESPONDENCE 


Letters must bé authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Monetary Profit or Real Profit ? 


бів, ~ No one will disagree with Mr Briscoe's belief 
(issue July 5th) that truth is a nobler concept than 
expediency, or that (since ‘monetary’ and ‘real’ 
profits are both true) the first essential must be 
consistency. 

Just as historic cost accounting results in the 
current over-statement of real profits, so it will result 
in their under-statement when. prices fall. It is 
therefore a natural corollary that those who advocate 
the use of replacement costs should do so in both 
circumstances, thus ifoning out the inflationary 
and deflationary elements, both of which are equally 
reprehensible and both of which lead to unrest and 
misunderstanding. 

All accountants realize the difficulty of replacing 
stocks and fixed assets at sharply increased prices out 
of current profits plus historic depreciation. Few 
businesses can do so, let alone expand, unless those 
profits are sufficiently large to appar unreasonable 
to the man in the street. 

Not all those who insist that current profits are 
over-stated are simply trying to gain'unfairly at the 
Revenue’s expense. Many of our greatest industrial 
leaders have emphasized the threat to trade which is 
embodied in the present system. That is why it is 
so essential for the various bodies to hammer out an 
acceptable basis for profit evaluation. 

The country’s future may well depend on whether 
or not it realizes the truth of Lord Moncrieff’s words: 
‘He must expect a loss, and not a gain, of income, who 
kills the goose that lays the golden eggs.’ 

Yours faithfully, 
New Malden, Surrey. . J. E- JUPP. 


Settlements on Minor Children 


бтв, – І read with interest Mr Sidney I. Simon’s 
article in your issue of May 24th and in particular his 
suggestion with regard to the period of accumulation. 
Whilst I fully appreciate the unwisdom of relying on 
an extra-statutory concession, I submit, nevertheless, 
that it is better to do this than to run the risk of an 
assessment to estate duty being made in respect of the 
settled fund on the death of the settlor. Both the 
periods of accumulation which Mr Simon suggests 
are rendered void by Section 164 of the Law of 
Property Act, 1925, and accordingly under the 
decision in Re Bourne's Settlement Trust: Bourne v. 
MacKay ([1946] 1 All E.R. 411), jf the settlor were 
to die before the expiry of either of the periods of 
accumulation, there would be a passing of the settled 
fund and estate duty would be chargeable under the 
Finance Act, 1894, Section 1. 

I submit that the better course is to provide for the 
accumulation of the income during the minority of 


the beneficiary and I suggest that the difficulty pre- 
sented by Section 398 (2) (b) of the Income Tax Act, 
1952, can be overcome by its being provided in the 
settlement that the accumulations of each year are to 
be added to capital for all purposes. If this is done, 
and if the resultant fund is not-paid to the beneficiary 
until April 6th next following the year in which he 
attains 21, I submit that the accumulations cannot 
then be treated as income of the settlor. 

I should perhaps add that even if the accumulations 
are added to capital in the manner I have suggested, — . 
the beneficiary can, nevertheless, obtain repayment of ;. 
income-tax on attaining 21 years of age. NE 
у Yours faithfully, 
London, EC2. JOHN W. BANKES. 


What Should the Accountant Do 2 


Sm, — Among the replies to ‘B.Com. C.A.'s' letter in 
The Accountant of. July 5th was a letter from ‘J. R. P.’* 
who said . . . ‘As regards 2 (b) I would point out that 
the Statute of Limitations does not apply to Crown 
debts’. 

I would refer ‘J.R.P.’ to the Limitation Act, 1939, 
Section 30. He will discover that the Crown is ‘bound 
by the statute equally with other creditors. 

Yours faithfully, 
Ickenham, Middlesex. 5. C. CLIFTON. 


[Section 30 (1) of the Limitation Act, 1939, contains a 
proviso to the effect that the Act shall not apply to any 
proceedings by the Crown for the recovery of any tax 
or duty or interest thereon, However, what ‘B.Com., 
C.A? no doubt had in mind when he referred to the 
six-year time limit was the statutory time limit for the 
raising of an assessment. There is no debt to the Crown 
until an assessment is raised, and in the absence of 
fraud no assessment can be raised more than six years 
after the year of assesstnent. — Editor.] - 


Excess Profits Levy 


Sir, – In an article on excess profits levy appearing 
in your issue of May 31st, it is stated: ~ 
‘It is well that the cost of administering the new 
tax has also been said to be nothing.’ 

It appears, therefore, that the present Inland 
Revenue staff can absorb the additional work 
involved and that, in turn, implies that they are 
either over-staffed or the current work of the depart- 
ment will fall into arrear. 

There is another aspect of the situation. The 
imposition of excess profits levy must have lowered 
substantially the market values of many industrial 
securities and the amount of dividends distributed 
amongst sur-tax payers will also be reduced. Against 
the anticipated revenue from excess profits levy 
there will therefore be a reduction in the yields from 
both estate duty and sur-tax, so that the expected | 
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revenue of £75 million to £80 million quoted in your 
article is probably excessive. | 

Finally, the number of man-hours that will be 
spent by practising accountants, lawyers and the 
accounting staff of many companies on the compli- 


cated calculations to arrive at the excess profits levy | 


liability is a direct loss to the national economy. 


Yours faithfully, 
London, WC2. R. J. BLACKADDER. 


: Simple Wording 
Sig, – I was delighted to read Sir Russell Kettle’s 
„letter in your issue of June 7th, for I hoped that you 
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„бете about to take up your pen and plead that - 


pure and lucid thought should be expressed in pure 

and lucid English. Alas, it was not to be. In your 
issue of July 12th I read: 

*We did not put forward the probable existence 

of an urge to maintain living standards as reinforcing 
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our statemént that all direct taxation is disincen- 
tive. . . . The point we were making is that it is 
difficult to quantify the net effect... .' 
And what is more, Sir, these words appear above 
your own signature: quis custodiet ipsos custodes? . 
It seems to me that I could fill 
A very pressing want, if I 
Would settle down with pen and ink 
Industriously to quantify 
Accountants' ugly jargon that is rife. 


But the Editor's adroitness 


à With our tongue is so inventive, 


That to reading The Accountant 
It is frankly disincentive, 
And it leaves me babbling feebly to my wife, 
‘LIFO, NIFO, FOL DE ROL DE FIFO’. 
' Yours pedantically, 


London, EC4. J. R. THRING. 


REVIEWS - 


Guide to Income Tax 
By N. E. Mustoe, M.A., LL.B. 
(Butterworth & Co (Publishers) Ltd, London. 
` 31s 6d net) 
Mr Mustoe has a prolific pen, and a book on income- 
tax by the author of well-known works on excess 


profits tax and profits tax will be welcomed, In. 


addition to clear treatment of the five schedules, there 
are chapters on sur-tax, capital allowances, double 
taxation, settlements, and so on. The appendices are 
useful, comprising respectively decisions on trading 
and non-trading; decisions on the deductions of 
expenses; tests for capital expenditure, and the rates 
of sur-tax. i 

We note a tendency to repeat the words of the 
Act which certainly gives exhaustive treatment but 
does not perhaps add to the clarity of treatment. 

Within its range, this guide will be useful to all 

» who are interested in the subject. 


The Principles and Practice of Banking in 
South Africa 


. Third Edition. 
by H. A. F. Barker, B.Com., F.I.A.C. 


(Juta & Co Ltd, Cape Town and 
Johannesburg. 455 net) 

To attempt to give, in some 500 pages, a compre- 
hensive account of the work of a South African com- 
mercial bank and an introduction to the principles 
and historical facts on which modern banking systems 
* are based.is an ambitious undertaking. To have 
accomplished this purpose within so narrow a com- 
pass, and at the same time to have avoided the twin 
faults of superficiality and lack of balance which so 
often mar works of this type, is a praiseworthy 
achievement. : 


Mr Barker’s book has long been established in the 
Union as the standard text-book on practical banking 
and has now been extensively revised in the light of 
post-war conditions. The first part is primarily 
intended for candidates for the examinations of the 
Institute of Bankers in South Africa, but the general 
reader will find much of interest in the latter half of. 
the book. Here the author gives a lucid account of 
the development of central and joint stock banking 
in England, Scotland and South Africa, with chapters 
on the London and South African stock exchanges, 
money markets and foreign exchanges thrown in for 
good measure. | i 


Principles of Teaching applied to Book- 
keeping and Accounts 


by J. H. Williams, B.Com. 
(Sir Isaac Pitman & Sons Ltd, London. 125 6d net) 


The greatest failing in the teaching of book-keeping 
and accounting is that the student is led to learn the 
processes concerned in a purely mechanical manner. 
This is particularly true of the more elementary levels 
of study and after students have started to learn in 
this way some time must inevitably elapse before they 
attain the flexible approach characteristic of the 
skilled accountant. The sooner they appreciate the 
underlying principles the sooner do they attain the 
required flexibility and one of the merits of this book 
is that it stresses the need for instilling a knowledge of 
principle and for developing the ability to apply it. 

Teaching is itself an art and the able technician 
does not always måke the best teacher. In a profession 
where much teaching is done on a part-time basis, the 
need for a text-book applying educational principles is 
particularly necessary. Mr Williams obviously writes 
from considerable practical experience and teachers 
of accounting should find his book most helpful. 
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THE ROYAL COMMISSION 
EVIDENCE FROM THE FABIAN SOCIETY 


‘The Royal Commission on the Taxation of Profits and 
Income met in public on July 11th to examine witnesses 
representing the Fabian Society and the Trades Union 
Congress. Sir Henry Clay also gave evidence. This 
meeting is discussed in a leading article in this issue. 

Mr Austen Albu, M.P., and Mr Roy Jenkins, M.P., 
appeared on behalf of a group of members of the 
Fabian Society who, as reported on page 61, had sub- 
mitted a memorandum on the place of taxation in 
economic and social policy, on corporate taxation, 
including depreciation allowances in inflation, and on 
capital gains. 


Taxation and the Maintenance of 
Productive Assets 


Mr Albu told the chairman he had no statistics to 
support the statement that industrial investment was 
limited more by physical shortage than by lack of 
finance. The difficulty of obtaining building licences 
was evidence of it. He agreed that the argument was in- 
consistent with the doubling of initial allowances in 
1949 but said that a mild recession was possibly taking 
place then, which the initial allowance had cured. He 
agreed that the withdrawal of initial allowance altered 
the picture; he would be prepared to see it restored, 
with discrimination in its amount for different indus- 
tries, as recommended by the Millard Tucker Com- 
.mittee. 

Mr Jenkins told Mr Kaldor, a member of the 
Commission, that the main effect of heavy taxation 
of companies since the war had been that their liquid 
assets were less than they would otherwise have been; 
taxation as such had not much affected the maintenance 
of assets or expansion. He preferred public saving to 
investment by the private investor, although an un- 
desirable result of that would be a tendency to monopoly 
which was bad. Even assuming it necessary to give an 
economic advantage to companies, such advantage 
could not be given without advantage to the share- 
holders which was not justified by the risks they had 
taken; they would receive a benefit denied to all other 
savers. Mr Kaldor suggested that the appreciation in 
the value of shares, due tó discriminatory taxation, 
could be taxed on the shareholder as a capital gain. 
Mr Jenkins thought it better, however, to prevent the 
appreciation, rather than to tax it afterwards. 

Witnesses agreed with Mr Carrington that owing to 
the rise in raw material prices, many companies had had 
to borrow money to finance stocks. They repeated their 
point that taxation had not prevented the maintenance 
of assets but had only made businesses less liquid. 
'They did not consider it a hardship to have to borrow 
money to replace stock, bearing in mind the high level 
of activity and of profits. 


An Actual Case 


Mr Greenwood put the case of a project expected to 
cost £3 million and to yield 1o per cent per annum on 
that sum. The project was to be financed by shares 
carrying a minimum dividend of 5 per cent. When it 
was realized that on the basis of present taxation the 
net profit remaining after paying this modest dividend 


would be only about £13,000, the project was aban- 
doned. If the money could have been raised by 
debentures the net profit remaining would have been 
between £70,000 and £80,000, owing to the reduced 
distribution charge. That hardly encouraged expansion. 
Mr Jenkins said that the project would presumably 
have absorbed physical, resources which were needed 
elsewhere. 
Funding Tax Liability 


Mr Jenkins approved of a suggestion by Professor 
Hicks that some way might be found of allowing 
companies to settle their tax liability on undistributed 
profit by issuing to the Treasury fixed interest bonds: 
Professor Hicks said that both the proportion of tax 
so paid, and the rate of interest on the bonds, could be 
varied from time to time in accordance with the 
prevailing economic situation. 


Capital Gains 


Mr Albu told the chairman that the ideal way to tax 
capital gains was to compare the total capital position, 
of the taxpayer each year but that was not practicable. 
Taxing realized gains did at least tax the spendable 
income. He would exclude profit on the sale of an 
owner-occupied house, since the seller usually had to 
buy another and the main element in the profit would 
probably be a fall in the purchasing power of money, 
which element would be lost again when the new 
house was purchased. The chairman said that an 
investor who realized an investment might be in a 
similar case, if he had to buy a new investment to 
maintain his income. 

Mr Albu told Mr Crick that the yield from a capital 
gains tax was problematical; what he was interested in 
was a just scheme of taxation, though he agreed that 
according to Adam Smith's definition a tax on realized 
capital gains would, in the circumstances, be a bad tax. 
He toid Mr Keswick, another member of the Com- 
mission, that he would not press for the tax regardless 
of the cost of collection, but it would seem from the 
experience of the United States that the tax would be 
worth collecting. Mr Keswick asked him if the American 
experience was really comparable; they had a much 
Jarger economy and their capital gains tax was adopted 
on a rising market. It might be that the United King- 
dom was on the threshold of a falling market. Mr 
Jenkins agreed that the starting point of the tax was 
important. Mr Millard Tucker put some examples to 
witness to show that the tax ‘bristled with difficulties’. 


Discrimination in Favour of Small Companies 


The chairman referred to the Fabian suggestion that 
tax advantages be given to small companies. He agreed 
that such companies ordinarily had more difficulty in 
raising external capital but the test of size was no test 
of social utility. Mr Jenkins said it might be better to 
give generous initial allowances to all companies. He 
told Mr Carrington that he had not included partner- 
ships in the suggestion because he thought that not 
many of them sought to grow in the same way as 
companies, he admitted that he had no experience of 


them. Mr Carrington said it was the normal thing for | 
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a partnership to change to a company after it reached a 
certain size. 

Mr Jenkins told Professor Hicks that the share- 
holders in small companies were more likely to be 
interested in management and development than share- 
holders of large companies were. The former were 
not necessarily poorer but it was socially expedient to 
encourage the growth of small companies. He agreed 
with Mr Keswick that measures would be necessary 
to counteract avoidance by the splitting up of existing 
companies. 

Profits Tax 
Mr Albu told the chairman he thought it right that 
there should be two separate taxes on company profits. 
When considering distributions it was right to bring 


both taxes into account because although only one of 


them could be deducted from dividends, both о: them 
influenced the directors in their dividend policy. He 
agreed with Mr Crick, however, that there was some 
virtue in simplicity in company taxation. Mr Albu 
told Professor Hicks that the proposal they had made 
to exempt preference dividends from profits tex was 
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not based on equity but on a desire to avoid distortions 
on capital structure. He agreed that in either case it was 
the equity shareholder who ultimately bore the tax. 
He did not favour disallowing debenture interest as an 
alternative. 


Earned and Unearned Income 


Asked by Mr Carrington if he would increase the tax 
on unearned income now, Mr Albu said he would not 
exclude it from his mind. He agreed with Mr Millard 
Tucker that a tax of 19s 6d in the pound on earnings 
‘was not an ideal state of affairs. He was in favour of 
differentiation between unearned and earned income 
in the sur-tax field. 

Mr Jenkins said that the assumption that paying 
income-tax brought home to the payer the fact that 
all Government benefits had to be paid for was doubtful; 
people did not think like that. Accordingly there was 
no merit in making everybody pay a little income- 
tax however small their income. There was a grow- 
ing awarenes of economic problems, apart from 
taxation. 


SIR HENRY CLAY'S COMMENTS 


Financing of Expansion 


‘Sir Henry Clay told the chairman that there was no 
better source for the expansion of a business: than its 
own retained profit. Evidence of the excessive amount 
taken by taxation was provided by the frequent resort 
to the new issue market by companies making large 
profits and paying small dividends. Small companies 
had to go to the banks and he doubted whether they 
carried out much re-equipment or expansion. 

The National Income and Expenditure White 


` Paper showed that, when changed price levels were 


taken into account, industry was not maintaining its 
physical capital. He suggested that further statistics 
be compiled by breaking down the White Paper 
figures with the assistance of the Inland Revenue. 
Mr Kaldor said that the Inland Revenue had already 
supplied more useful figures to the Commission. He 
asked witness was it not more important to reduce 
physical consumption in order to increase investment. 
If physical resources were set free for this purpose, the 
money would be found somehow. It was only when 
productive resources were not being used at all that one 
could say that industry had not enough money. When 
that happened the Government could reduce taxation 
or reduce interest rates. In Mr Kaldor's view, the over- 
riding consideration in any tax was whether it would 
reduce or increase consumption. 


Assets Replacement 
Mr Millard 'Tucker agreed with the statement in Sir 


Henry’s memorandum to the effect that revalorization 
schemes were not a scientific method of calculating 
appropriate depreciation allowances. Sir Henry said 
he recommended additional depreciation allowances 
based on current replacement cost. Mr Millard Tucker 
said that was not practicable where the asset had a long 
life, or might never be replaced. Sir Henry said that the 
gradual exhaustion of the asset was a cost of production 
and should be allowed for. He agreed that when replace- 
ment cost fell, the additional allowances should be 
pro tanto withdrawn. 

Asked by Mr Crick whether a 100 per cent initial 
allowance would meet the case, Sir Henry said it 
would not provide any allowance towards future 
replacement expenditure, which ex hypothesi would 
be much higher. The initial allowance had been with- 
drawn because of the balance of payments difficulties, 
which were a purely transient matter. 


Profits Tax 


Profits tax, said Sir Henry, represented discrimination 
against income from commercial enterprise and it dis- 
torted capital structure. Income-tax was the best tax 
because it applied the best test of ability to pay. There 
should be a differential rate for retained profit, to 
encourage ploughing back. He was not in favour of a 
separate corporation tax instead of income-tax. 
Unfortunately income-tax was losing its old simplicity, 
and another disadvantage was the yearly time-lag 
between income and collection of the tax. 


TRADES UNION CONGRESS 


Messrs C. I. Geddes, L. Murray and F. Jones appeared 
on behalf of the Trades Union Congress. They were 
first examined on a supplementary memorandum 
which criticized the F.B.I. memorandum entitled 
‘The Effects of Inflation on Industrial Capital 
Resources’. Mr Murray said their own memorandum, 
which refuted the F.B.I. conclusions, was based on 
eighty companies in the Moody Survey and of course 


incorporated a number of assumptions. If the memor- 


andum was correct, there was a small increase in real 
capital in 1949 as compared with 1938, and not a 
decrease as claimedeby the F.B.I. 

He agreed that balance sheet figures of assets were 
not a reliable pointer to their real value, and he stressed 
that there was no imputation against the correctness of 
the figures for the sample companies in the F.B.I. 
memorandum. What the T.U.C. did claim was that 
the conclusions drawn by the F.B.I. were not valid for 
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industry in general. In the T.U.C. view the resources 
of industry, after taxation, were adequate to maintain 
its structure. 

The chairman mentioned that the Inland Revenue 
had pointed out that the real value of production had 
gone up by 35 per cent and total employment by 33 per 
cent. Mr Murray confirmed that in the T.U.C. view 
such increases were unlikely without a corresponding 
increase in physical assets. 

Mr Murray told Professor Hicks that if the F.B.I. 
contention as to the running down of physical resources 
were valid, the T.U.C. would agree the necessity for 
doing something about it. He told Mr Carrington the 
'T.U.C. would be willing to bring the figures in its 
memorandum up to date to include 1950 and 1951. 
Mr Greenwood suggested that the co-operative societies 
might be able to produce some helpful figures and 
Mr Jones said the T.U.C. would investigate this. - 


Capital Gains and Gambling Gains 


Mr Geddes said the T.U.C. was in favour of taxing 
all capital gains, even one winning bet in a year ought 
to be brought in. They would allow the set-off of 
losses in the year, but not against ordinary income 
since that would encourage gambling. Moreover, in 
the beginning the rate of tax would probably be lower 
than the income-tax rate. Finally, there was a danger 
that taxpayers would claim relief for fictitious gambling 
losses, just as now they explained accretions of capital 
by fictitious gambling gains. 

Mr Murray told Mr Millard Tucker that there 
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would be an exemption limit. They would bring 
private bets into the net, also prizes won at church 
bazaars, bets on casual card games, and winnings on 
such army games as ‘housey-housey’. He told Mr 
Keswick that a tax on gambling gains would remove 
an anomaly even though the yield was low and the 
cost high. 

Mr Murray agreed with Mr Crick that.in gambling 
one man's gain was another man's loss. Sir Geoffrey 
Heyworth pointed out that book-makers already paid 
tax on the net losses of their clients, to allow relief to 
those clients for such losses would mean a loss to the 
State. Mr Murray said that the distribution of.gains 
and losses was not so symmetrical as that. , 

He told Mr Crick that if it proved impossible to 
tax, say, capital gains, he would still be in favour of 
taxing gambling gains. He would like to see some 
element of progression. Mr Kaldor asked why not 
have a high minimum, with no allowance for losses? 
That would deal with the large prizes in football pools 
without much administrative work. 


Capital Gains | 


Mr Murray agreed with the chairman that if income- 
tax was extended to cover all profit-making activity the 
necessity of a capital gains tax might be avoided. He 
told Mr Keswick that a capital gains tax. would reduce 
speculation which would be a good thing. 

Mr Kaldor put it to the witnesses that a capital gains 
tax was easy to evade and was in fact evaded in America. 
Onesimply took care to sell shareswhich had depreciated. 


THE INSTITUTE OF 
CHARTERED ACCOUNTANTS OF SCOTLAND 


Results of Examinations held in May 1952 
FINAL EXAMINATION 


As a result of the examination held оп May 19th, 20th, 21st, 22nd and 23rd, 1952, 

the undermentioned 118 candidates qualified for the Institute's Final examination 

certificate; their names appear in alphabetical order and are followed by the names 
of the firms of the Masters to whom they were indentured (or assigned). 


Adam, A.'S: (Dingwall, Peden & Henderson), Edinburgh. 
Allan, A. S. (James Meston & Co), Aberdeen. 
- Allison, J. W. S. (McClelland, Ker & Co), Glasgow. 


Barclay, N. V. L. (Thomson McLintock & Co), Glasgow. 
Barr, G. A. R. (Grahams, Rintoul, Hay, Bell & Co), Glasgow. 
Beattie, W. (Jas. A. Jeffrey & Co), Aberdeen. 

Begg, H. McG. (Kerr, MacLeod & Macfarlan), Glasgow. 
Black, D. A. W. (Wilson, Stirling & Co), London: 
Blackwood, J. R. (Barstow & Millar), Edinburgh. 

Blanche, J. ў (Hardie, Caldwell Ker & Hardie), Glasgow. 
Bracher, D. J. (Greenhalgh, Sharp & Co), Londen. 
Brown, J. T. A. (Nairn, Bowes & Craig), Glasgow. 
Brown, W. M. (Davidson, Downie & McGown), Glasgow. 
Bruce, R. McD. (Moody, Stuart & Robertson), Dundee. 


Cadell, A. H. (McClelland, Ker & Co), Glasgow. 

Cairns, R. D. (Scott Moncrieff, Thomson & Shiells), Edinburgh. 
Cameron, W. J. (Moores, Carson & Watson), Glasgow. 

Cook, J. H. (Thomson McLintock & Co), Birmingham. 

Cooper, R. W. (Moores, Carson & Watson), Glasgow. 

Cope, M. (Todd & Gordon), Glasgow. 

Cradock, J. W. (Bower & Smith), Aberdeen. ` 

Crafter, К. G. P. (Peat, Marwick, Mitchell & Co), London. 


Ferguson, A.M. (MacMillan & ни Glasgow. 
Findlay, J. C. (Wilson, Stirling & Co), Glasgow. 


Flett, J. B. (Peacock & Henry), Glasgow. 
Forbes, R. W. (Howden & Molleson), Edinburgh. 


Gardiner, R. H. (Dalgliesh & Tullo), Edinburgh. 

Gilliland, W. S. (Welsh, Walker & Macpherson), Greenock. 
Gordon, H. W. {Rattray Brothers, Alexander & France), а 
Gourlay, D. E {Wilson, Stirling '& Co), Glasgow. 

Graham, J. G. (W. Smith Tait & McConnell), Glasgow. 

Grant, Lily R. a ohn E. Watson & Co), Glasgow. 

Greenshields, W. . A. (Robertson & Carphin), Edinburgh. 


Hamilton, W. A. (MacMillan & Harkness), Glasgow. 
Hutchison, W. (Peacock & Henry), Glasgow. 


Johnstone, I. M. (J. C. Williamson & Wilson), Glasgow. 


Kelly, A. B. (McLachlan & Brown), Lanark. 
Kelly, H. M. (Smith & Williamson), Glasgow. 
Kilpatrick, W. J. (Deloitte, Plender, Griffiths. & Co), London. 


Laverty W. (Parlane McFarlane), Glasgo 

Law, R. (pindsay, J; Jamieson & Haldane), È Edinburgh. 
ey (J. R. Flockhart & Grant), Aberdeen, 
Lilley, J. M. (Davidson, Downie & McGown), Glasgow. 
Lowdon, J. (A. C. Gemmill), Glasgow. 

Luckhurst, . (Peat, Marwick, Mitchell & Co), London. 
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McChlery, G. M. А. (Alexander Sloan & Co), Glasgow. 
McCulloch, J. A. (William Duncan & Co), Glasgow. 
McDonald, A. (J. Gardner Guthrie), Glasgow. 

MacGillivray, D. J. R. (Moores, Carson & Watson), Glasgow. 
McIntosh, R. C. (James Meston & Co), Aberdeen. 

McIntyre, A. (Wilson Stirling & Co), Glasgow. 

McIntyre, D. C. (Thomson McLintock & Co), Glasgow. 
McKee, D. A. (Graham, Smart & Annan), Edinburgh. 
McLeod, Lorna E. (Elles, Reeve & Co), London. 

MacLeod, W. (Smith & Williamson), Glasgow. 

McNab, D. (R. Stephen Milne), Paisley. 

MacNaughtan, R. (Brown, Fleming & Murray), Glasgow. 
Marr, А. S. (R. & E. Scott), Edinburgh. : 

Marshall, B. C. (John Lauder & Co), Glasgow. 

Martin, J. R. F. (Grabams, Rintoul, Hay, Bell & Co), Glasgow. 
Masson, K. W. MacL. (Maxtone Graham & Sime), Edinburgh. 
Mechan, R. F. (R. C. Thomson & Murdoch), Dundee. 
Mellis, G. (Bower & Smith), Aberdeen. 

Miller, D. R. (Russ, Ferguson & MacLennan), Glasgow. 
Miller, G. (Robertson & Carphin), Edinburgh. 

Miller, J. D. (Thomson McLintock & Co), Manchester. 
Montgomery, R. (Thomson McLintock & Co), Birmingham. - 
Munro, R. (Dalgliesh & Tullo), Edinburgh. 

Mutch, J. McP. (Williamson & Dunn), Aberdeen. 


Nicoll, I. R. (Henderson & Loggie), Dundee. 

Ogilvie, G. (French & Cowan), Glasgow. 

Palmer, A. D. R. (Wilson, Stirling & Co), Glasgow. 

Parsons, G. T. E. (Peat, Marwick, Mitchell & Co), London. ` 


Paterson, R. G. (А. & C. M. Davidson Smith), Edinburgh. 
Peskett, L. G. (Wilson, Stirling & Co), Glasgow. 


e Plummer, C. R. (Grahams, Rintoul, Hay, Bell & Co), London. 


Quaile, W. S. (Thomson McLintock & Co), Glasgow. 


Rankin, M. N. T. (Thomson McLintock & Co), Glasgow. 
Reid, R, C. B. onn Meston & Co), Aberdeen. 

Rennie, J. D. (Ј. Wyllie Guild & Ballantine), Glasgow. 
Reynolds, P. D. (McClelland, Ker & Co), London. 
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Stewart, A. L. (Richard Brown & Co), Edinburgh, i 
lasgow. 

Stratton, W. MacL. (онаа. MacLean & Co), Dundee. 

Stuart, I. D. (Syme | 

Taylor, D. (Peacock & Henry), Glasgow. 

Thomson, J. Е. (Grahams, у), Ола Hay, Bell: & Co), Glasgow. ` 


Thomson, W. A. (Richardson & Lawson), Glasgow. 
Turner, K. L. (Finnie, Ross, Welch & Co), London, : 


Walker, J. (Robertson & Brown), Glasgow. ; : 
Walker, J. D. M. (Nelson, Gilmour, Scott & Co), Glasgow. 
Wallace, A. (William Bishop & Co), Edinburgh. 

Ward, R. C.'(Maclean, Brodie & Forgie), Glasgow. . 


. Watson, W. S. isis McLintock & Co), Glasgow. 


Williams, J. S. (Alexander B. Neil & Co), London. 
Williamson, R. (Grahams, Rintoul, Hay, Bell & Co), Glasgow. 
Wilson, Margaret (McLay, McAlister & McGibbon), Glasgow. 
Winning, T. (Alexander Martin & Co), Glasgow. 

Woolman, P, G. (William Bishop & Co), Edinburgh. 

Whyte, D. M. (Turner, McLachlan & Millar), Edinburgh. 


Young, R. (Graham, Smart & Annan), Edinburgh. 
Young, T. McA. B. (David Strathie & Co), Glasgow, 


INTERMEDIATE EXAMINATION 


Ава result of the examination held on May 22nd and 23rd, 1952, the undermentioned 

175 candidates qualified for the Institute's Intermediate examination certificate; 

their names appear in alphabetical order and are followed by the names of thé 
firms of the Masters to whom they were indentured (or assigned). | 


Anderson, D. J. (Wm. Home Cook & Co), Edinburgh. 


Baden, E. J. (Deloitte, Plender, Griffiths & Co), London. 
Bain, N. (A. Galloway Brown), Aberdeen. C 

Balfe, A. L. H. (Howden & Aaea: Edinburgh. 

Banks, N. S. (Wardhaugh & McVean), Glasgow. 
Bannerman, E. W. (Thomson McLintock & Co), Glasgow. 
Barker, A. B. (Hyslop, Lyle & MacKinnon), Ayr. 
Barnetson, W. R. (G. K. Johnston & Smillte), Edinburgh. 
Barr, A. M. (Peat, Marwick, Mitchell & Co), Glasgow. 
Berrie, I. D. (John M. Geoghegan & Co), Edinburgh. 
Bevens, I. A. (Hourston, Macfarlane & Co), Glasgow. 
Birrell, D. R. (T. Hunter Thomson), Dunfermline. 

Black, G. (Hardie & Rowan), Greenock. - 

Bone, R. D. (J. Wright Robb & Scobie}, Glasgow. 

Boswell, J. (French & Cowan), Glasgow. 

Bouloux, P. R. (Carter, Greig & Co), Edinburgh. 

Boyd, W. (J. W. Jarvie & Co), Glasgow. 

Bremner, G. I. McH. (Wm. Home Cook & Co), Edinburgh. 
Bryson, A. W. (Grahams, Rintoul, Hay, Bell & Co), Glasgow. 


Cook, D. (Parlane McFarlane), Glasgow. 
Cooke, J. S. (McFarlane, Hutton & Patrick), Glasgow. 


Coutts, I. M. (W. A. Wighton & Crawford), Edinburgh. ~ 
Craig, I. T. (Turner McLachlan & Millar), Edinburgh, 
Craig, J. S. (Walter & W. B. Galbraith), Glasgow. 

Craigie, T. B. (Miller, McIntyre & Gellatly), Perth. 
Cumming, J. S. (Howden & Molleson), Edinburgh. 


Davidson, G. McG. (Henderson & Loggie), Dundee. 
Davidson, L. M. (Esterson, Levy & Co), Glasgow. ` 
Dick, I. A. (Kidston, Goff & Harvey), Glasgow. |. do cé 
Donohoe, J. J. (Kelman, Moore & Co), Glasgow. | 
Douglas, D. O. (Robert G. Morton & Son), Edinburgh. 

Dow, W. R. B. (T. A. Menzies), Kirkcaldy. 

Downs, J. (Alexander Tosh & Son), Dundee. 

Duncan, D. M. (Mackay, Irons & Co), Dundee. 

Duthie, A. H. (Jas. A. Jeffrey & Co), Aberdeen. 


Edwards, G. K. (Boyack, Whitelaw & Aitchison), Edinburgh. 
Ewart, N. M. (Russ, Ferguson & MacLennan), Glasgow. 


Fairley, P. L. (Peat, Marwick, Mitchell & Co), Glasgow. 
‘Farquharson, Kathleen А. (Martin, Currie & Co), Edinburgh. 
Ferguson, M. N. (Mann, Judd, Gordon & Co), Glasgow. 
Fisher, N. R. (William Bishop & Co), Edinburgh. 

Fraser, G. (R. C. Thomson & Murdoch), Dundee. 

Fraser, S. H. M. (Mackie & Clark), Glasgow. - 


Galbraith, J. D. (H. A. Cairns & Co), Helensburgh. 
Galloway, E. B. (McIstyre & Rae), Dundee. 

Gardner, À. (Wallace & Somerville), Edinburgh. 

Gillespie, I. D. (Finnie, Ross, Welch & Co), London. 

Glen, T. G. (John E. Watson & Co), Glasgow. 

Gordon, A. J. S. (James Milne & Co), Aberdeen. 

Gordon, J. G. (MacLean, Gardner & Aiton), Glasgow. 
Goudie, J. (W. Smith Tait & McConnell), Glasgow. 

Grant, I. M. (F. A. Ritson & Co), Elgin. " 
Grassick, W. P. C. (Lindsay, Jamieson & Haldane), Edinburgh. 
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Green, T. G. (Leo Higney), Glasgow. 
Grieve, W. B. (Deloitte, Plender, Griffiths & Co), London. 


Hair, R. M. (Rattray Brothers, Alexander & France), Glasgow. 
Halcro, B. M. (McLachlan & Brown), Kilmarnock. 
Hamilton, L. H. B. (Robert S. Turnbull & Co), Glasgow. 
Harper, G. (Stevenson & Kyles), Glasgow. 

ey, Marie C. (David Strathie & сој Glasgow. 
Henriksen, H. N. (Howden & Molleson), Edinburgh. 
Howie, W. Т. (Finnie, Ross, Welch & Co), Glasgow. 


Inglis, H. McF. (Graham, Smart & Annan), Edinburgh. 
Ironside, R. A. H. (W. P. & J. A. Scott), Edinburgh. 


James, M. (Smallfield, Rawlins & Co), London. 

Jamieson, A. McC. (John M, Taylor & Co), Glasgow. 

Jeffrey, J. C. (Mackay, Irons & Co), Dundee. 

Johnson, E. W. (Deloitte, Plender, Griffiths & Co), London. 
ohnston, G. (Henderson & Loggie), Dundee. 


Kennedy, J. H. (William Duncan & Co), Glasgow. 

Kennedy, W. B. (Rattray Brothers, Alexander & France), Glasgow. 
Kitchen, S. S. (Allan, Charlesworth & Co), London. 

Kyd, D. R. C, (Turner & Houston), Glasgow. 


Laing, A. C. (Howden & Molleson), Edinburgh. 

Lamond, J. M. (Moody Stuart & Robertson), Dundee. 

Leslie, Nancy N. (J. R. Flockhart & Grant), Aberdeen. 
Lindsay, D. G. (W. A. Wighton & Crawford), Edinburgh. 
Lockhart, A. B. (Rattray Brothers, Alexander & France), Glasgow: 


MacConnell, Е. J. (Biggar, May & Co), Glasgow. 

A eT d J. S. (A. & J. Robertson), Edinburgh. 
McDiarmid, B. (Kidston, Goff & Harvey), Glasgow. 
Macdonald, D. (Davies, Lochhead & Co), Glasgow. 
Macdonald, S. (Macdonald, Stewart & Co), Glasgow. 
McGaw, A. (Smith & Williamson), Glasgow. 
McGreevy, T. E. (Kidston, Goff & Harvey), Glasgow. 
Macgregor, G. W. (A. W. Maclean & Co), Glasgow. 
McGrory, M. (Miller, McIntyre & Gellatly), Dundee. 
McInally, Н. F. (Alexander MacLean & Co), Dundee, 
MacKenzie, A. A. (Roderick MacLean & Co), Inverness. 
Mackenzie, J. R. (E. C. Finlayson), Aberdeen. 
MacKenzie, R. T. W. (David Strathie & Co), Glasgow. 
Macleod, A. F. (Mann, Judd, Gordon & Co), Glasgow. 
MacLeod, F. M. (McClelland, Ker & Co), Glasgow. 
Macmillan, A. Т. (Dewar & Robertson), Edinburgh. 
Macnab, E. M. (Gourlay & Deas), Glasgow. 

McNab, Helen M. (Mitchell & Smith), Glasgow. 
McNair, M. A. H. (David Strathie & Co), Glasgow. 
Macpherson, C. (Chiene & 'T'ait), Edinburgh. 

Mann, I. A. D. (Reid & Mair), Glasgow. 

Markson, I. F. (H. L. Bloom & Co), Glasgow. 

Meikle, Anne M. (Gourlay & Deas), Glasgow. 
Meiklejohn, J. G. (William Duncan & Co), Glasgow. 
Melville, G. P. (A. & J. Robertson), Edinburgh. 
Miller, H. S. (J. W. Stewart & Co), Glasgow. 
Montgomery, W. H. (A. & J. Robertson), Edinburgh. 
Munn, W. (Harold Sinclair & Blair) Glasgow.  : 


Neilson, J. A. (Fraser & Fergusson), Glasgow. 
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O'Brien, P. (Miller, McIntyre & Gellatly), Dundee. 


Palombo, R. S. (Roderick MacLean & Co), Inverness. 
Paterson, J. (Thomson, Jackson, Gourlay & Taylor), Glasgow. 
Patterson, A. I. (Romanes & Munro), Edinburgh. 

Paton, J. M. (Moody Stuart & Robertson), Dundee. 

Philip, A. A. B. (T. R. Flockhart & Grant), Aberdeen. 
Pickering, N. J. (Alexander Sloan & Co), Glasgow. 

Pollock, D. A. (McNicol, Broadfoot, Parry & Co), Glasgow. 


Risk, R. S. (Moores, Carson & Watson), Glasgow. 
Robb, Т. (Chiene & Tait), Edinburgh. 

Roberts, M. Т. (Davidson & Workman), Glasgow. 
Roberts, R. K. (Hamilton Eddy & Rowand), London. 
Robertson, R. B. (J. & R. Morison & со), erth. ` 
Robson, Sybil M. (Wallace & Somerville), Edinburgh. 
Rome, G. K. (Hourston, Macfarlane & Co), Glasgow. 
Ross, A. J. (Thomson McLintock & Co), Glasgow. 
Ross, P. F. C. (Nelson, Gilmour, Scott & Co), Glasgow. 
Roy, D. (William Duncan & Co), Glasgow. 

Russell, G. W. (McKerrell Brown & Gray), Edinburgh. 


Shaw, J. (Stewart cine Ayr. 

Sloan, D. (W. R. Campbell), Falkirk, 

Smith, A. L. (Napier, Henserson & Co), London. 

Snedden, D. K. (William D. Anderson), Edinburgh. 

Sopher, V. E. (Peat, Marwick, Mitchell & Co), London. 

Spears, C. H. (Mann, Judd & Co), London. 

Spurgeon, I. N. (Jackson, Taylor, Abernethy & Co), London. 

Stark, J. (Howden & Molleson), Edinburgh. 

Stewart, À. D. m & R. Morison & Co), Perth. 

Stewart, C. D. (Miller, McIntyre & Gellatly), Perth. 

Stewart, D. D. (Kerr, MacLeod & Macfarlan), Glasgow. 

Stewart, I. (Robertson & Brown), Glasgow. 
C 


Taylor, C. (Thomson McLintock & Co), London. 
Taylor, J. D. D. (Thomson, Jackson, Gourlay & Taylor), Glasgow. 
Taylor, R. O. (Wood, Willey & Co), London. . 

J. C. (McFarlane, Hutton & Patrick), Glasgow. 
'Thomson, D. (Andrew J. Dobbie & Co), Edinburgh. 
Tucker, J. M. (Finnie, Ross, Welch & Co), London. 
Tun Khin, G. (J. W. & R. N. Oswald), Edinburgh. 


Wallace, W. (Galbraith, McEwan & Co), Ayr. 

Wallace, W. (Wm. Home Cook & Co), Edinburgh. 
Watt, A. M. (A. G. Murray & Co), Edinburgh. 

Watt, А, C. (Peacock & Henry), Glasgow. 

Wawoczny, I. (W. A. Wighton & Crawford), Edinburgh. 
Westwood, D. A. (Martin, Currie & Co), Edinburgh. 
White, R. (Wilson, Stirling & Co), Glasgow. 
Willoughby, J. (Alexander Sloan & Col: Glasgow. 
Wilson, A. P. B, (Charles Burrows & Co), Edinburgh. 
Wilson, D. J. M. (Grahams, Rintoul, Hay, Beil & Co), London. 
Wishart, J. L. (W. D. Johnston & Carmichael), Elgin. 
Wood, I. D. (A. T. Niven & Co), Edinburgh. 

Wright, J. S. А. (Finnie, Ross, Welch & Co), London. 
Wyllie, I. L. (J. M. Wyllie & Co), Hamilton. 

Wyllie, M, S. (Walker & Henderson), Edinburgh. 


Young, R. W. G. (Jardine, Dunlop & Anderson), Coatbridge. 
Yung, S. Y. T. (Davidson & Workman), Glasgow. 


NOTES AND NOTICES 


The Institute of Chartered Accountants in 
England and Wales 


The following is a list of Associates elected to Fellow- 
ship and applicants admitted to Membership at the 
Council meeting held on July 2nd, 1952, who com- 
pleted their Fellowship or Membership before 
July 15th, 1952. 


| Associates elected Fellows | 

Ashby, Francis Cedric Bryan; 1939, A.C.A.; (Ashby, 
Marshall & Co), Pelican Chambers, 36 St Nicholas Street, 
Scarborough. 

Fink, Lawrence Henry; 1939, A.C.A. (Lawrence Fink & 
Co), 99 Baker Street, London, W1, and at 24 Claremont 
Park, Finchley, London, N3. | 

Holmes, Maurice Clement; 1937, A.C.A.; (Holmes, Price 


& Co), 21 Gildredge Road, Eastbourne; also at Hailsham 
(*Holmes, Price & Wells). | 
Hopkins, Frederick Robert; 1946, A.C.A.; (*Duck, 

Mansfield & Со), 66 Broad Street Avenue, London, ECa. 
Keate, Handel; 1947, A.C.A.; (*Cooper Brothers & Co, 
incorporating Alfred Tongue & Co), Century House, 
St Peter's Square, Manchester, 2, and at Birmingham, 
Glasgow, Liverpool and Sheffield. 
Mathias, Edgar George; 1934, A.C.A.; (Mathias & Co), 
Drake Road, 'T'avistock, Devon. 


Admitted as Associate j 
(Not in England or Wales) 
Bose, Ajit Kumar, B.coM.; c/o McLeod & Co Ltd, McLeod 
House, Calcutta. | 





* placed against a Firm Name signifies that the Firm is not 
exclusively composed of members of the Institute. 
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Personal 


Messrs Broaps, Paterson & Co, Chartered Account- 
i ants, of 1 Copthall Close, Moorgate, London, EC2, 
and of New York, Chicago and Paris, announce that 
they have taken into partnership Mr G. L. WIENER, 
О.В.Е., A.C.A., who has been associated with them for a 
number of years. 

Messrs SouigRS & Co, Chartered Accountants, of 
King’s Court, 115 Colmore Row, Birmingham, 3, 
announce that as from June 3oth, 1952, Mr B. G. 
HEGARTY, A.C.A., has retired from the practice and 
has ceased to be a partner in the firm. 

Messrs DupLEY F. D. CARTWRIGHT, ATKINSON & 
Co, Chartered Accountants, announce that as from 
June 25th, 1952, the address of their London office 
is 6 Chandos Street, Cavendish Square, London, 
Wh. Telephone, Museum 6314-5. 

Messrs CRASTON THOMSON & ALLISON, Chartered 
Accountants, of 234 West George Street, Glasgow, 
announce that they have assumed as partner, as from 
June 151, 1952, Mr Joun Stuart WARING ALLAN, 
С.А., who has been a member of their staff for the past 
three years. The style of the firm remains unchanged. 

Mr A. J. Gourp, F.S.A.A., of London House, 
“Newquay, announces that, as from July 11th, he has 
moved his offices to Caxton House, The Crescent 
(adjoining No. 47 Bank Street), Newquay, from 
which date he will practise under the style of A. J. 
Gourp & Co, Incorporated Accountants. The tele- 
phone number, Newquay 2400, remains unchanged. 
. Mr Franx T. GOODLIFF, F.S.A.A., of 13 Prince 
Albert Street, Brighton, announces that as from 


~. July 27th, 1952, he is removing his offices to more 


convenient premises at 24 Gloucester Place, Brighton. 
The telephone number ~ Brighton 28866 – remains 
the same. 

Mr LiEgwELYN H. WRIGLEY, F.C.A., C.A.(ONT.), 
announces that as from July 1st, 1952, he is practising 
under the firm пате of А. W. S. Jackson & Co, 
Chartered Accountants, at Copthal House, 13 
Copthall Avenue, London, EC2, and 18 Wickham 
Court Road, West Wickham, Kent. 


Professional Notes 


Almin Ltd announce that Mr W. Brining, A.C.A., 
has been appointed to the board of directors of the 
company but retains his position as secretary. Mr 
Brining has also been appointed a director of three 
subsidiary companies – Southern Forge Ltd, Struc- 
tural & Mechanical Development Engineers Ltd, 
and Warwick Production Co Ltd. . 

Mr G. L. Pratt, A.s.a.a., secretary of T. Wall & 
Sons. Ltd since 1932, has retired from the company 
after twenty-seven years’ service. 
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Obituary 
Joun Forp, с.а. 


We regret to announce that the death occurred 

suddenly on June 30th, 1952, in Singapore, after an 

operation, of Mr John Ford, C.A., a partner in the 
Singapore and Malayan firms of Price Waterhouse 

& Co and Evatt & Co, who had been intending to 

retire and return to Great Britain at the end of this 
ear. 

Mr Ford, who was a bachelor, was born in Dundee 
fifty-three years ago. He went to Malaya in 1921 to 
join the staff of the firm in which he subsequently 
became a partner and served in several of its offices 
before settling in Singapore. At the time of the 
Japanese invasion he was serving as a captain in 
the Singapore Volunteer Corps and was interned in 
the Japanese prison camp in that city throughout the 
remainder of the war; immediately on his release he 
set about playing his part, along with his partners and 
many others similarly situated, in the reconstruction 
of his firm’s practice and of the commercial life of 
Singapore and Malaya. 

He took a leading part in these activities and was a 
director of many important industrial and rubber 
companies. In his youth he had been a keen Rugby 
player and swimmer and had represented Scotland 
in water polo. He was an enthusiastic radio amateur 
and his many friends all over the world who enjoyed 
their talks with him on the air will greatly miss his 
voice. | 

John Ford was a remarkable man. People who had 
met him only once remembered him with warmth; 
those who knew him well realized indeed what 
friendship meant. He had in him a certain shyness, 
overlaid by a tremendous interest in others which 
made him forget himself and become the centre of 
any group of people of whom he happened to be one. 
Despite the ill health which dogged him from the 
Japanese prison camp and doubtless contributed to 
his early death, he retained a gaiety of spirit, a sense 
of humour and fun, which could envelop but not 
obscure the greater qualities of human charity and 
leadership which he possessed in high degree. 

His abhorrence of shams and pretences was acute, 
his thoughtfulness for others and his kindliness 
outstanding. These qualities he exemplified in all his 
dealings, with young and old, rich and poor alike. 
In no sphere, perhaps, were they more noticeable 
than in his fondness for animals and in his love for 
children, shown wherever he went, but particularly 
to inmates of the home of the Children’s Aid Society 
in Singapore, of which he was the honorary treasurer. 
He and his sister regarded these friendless children 
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as their own special responsibility and served them 
accordingly. They and John Ford’s many other 
friends are the richer for having known him and the 
poorer by reason of the grievous loss they have 
sustained in his death. 


CYRIL Tom BROWN, F.C.A. 


We regret to record the recent death of Mr Cyril Tom 


Brown at Bath on June 29th last, at the age of 67. 

Mr Brown, who was admitted an Associate of the 
Institute in 1911 and was elected a Fellow in 1946, 
served in the Heavy Artillery during the 1914-18 
War. He became a member of the firm of Ham, 
Dennehy & Co, Chartered Accountants, of Bristol 
and Bath, on January rst, 1921, and on the firm's 
dissolution he became a member of the firm of Ham, 
Jackson & Brown on January rst, 1931. 

Always interested in sport, Mr Brown had been 
treasurer of the Bath Cricket Club for about thirty 
years. As a Freemason he was a Past Master of 
Royal Sussex Lodge No. 53. 


In Parliament 
INSURANCE CONTRIBUTIONS: TAX RELIEFS 


Miss Warp asked the Chancellor of the Exchequer 
what is the estimated gross cost to the Treasury of 
the income-tax reliefs in respect of National In- 
surance contributions. 

Mr Boyp-Carpenter: With the new rates of 
contributions it is estimated that the cost of the 
income-tax relief in respect of National Insurance 
contributions (other than employer’s contributions) 
will be £34 million in a full year. 

Hansard, July 1oth, 1952. Oral Answers, Col. 1509. 


BANKRUPTCIES AND LIQUIDATIONS 
Mr SPARKS asked the President of the Board of Trade 
how many bankruptcies and liquidations there were 
in the period November rst, 1951, to the nearest 
convenient date; and what were the comparative 
figures for a similar period in the previous year. 

Mr P. 'T'HonNEYCROFT: From November rst, 1951, 
to June 3oth, 1952, there were 1,358 bankruptcies 
and 318 compulsory liquidations. For the correspond- 
ing period a year earlier the numbers were 1,324 and 
291 respectively. 

` Hansard, July roth, 1952. Written Answers, Col. 102. 


London and District Society of Chartered 
Accountants 
Mr D. A. Clarke, LL.B., F.c.A., was elected Chairman 
of the London and District Society of Chartered 
Accountants at a committee meeting held on 
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Tuesday, July 8th. Mr W. G. Densem, F.C.A., was 
elected Vice-Chairman. These gentlemen have been 
appointed representatives of the Society on the 
Institute's Taxation and Research Committee, to- 
gether with Messrs E. H. Davison, A.C.A., and 
J. Clayton, A.C.A. 


South Wales and Monmouthshire Society of 
Chartered Accountants 


At the annual general meeting of the South Wales 
and Monmouthshire Society of Chartered Accountants, 
held on June 12th, Mr Colin Montgomery Williams, 
F.C.A., President of the Society, was in the chair. 

The report of the committee for the year ended 
December 31st, 1951, shows a net increase of seven 
members, making the total membership 195, of whom 
102 are in practice and ninety-three not in practice. The 
report notes with regret the death of Mr R. G. White, 
of Abergavenny, who was at one time a member of the 
committee and who had acted as hon. auditor of the 
Society over a considerable period. 

During the year a series of lecture meetings was 
held both at Cardiff and Swansea, and while the 
attendance of members at Swansea was excellent, it 
was not so at Cardiff where it is hoped that better, 
support will be forthcoming next winter. 

The two students’ societies were most active during 
the year but in the words of the committee’s report, 
‘there is always room for more assistance and encourage- 
ment from qualified members.’ 

The following officers and committee have been 
elected for the ensuing year: 

President: Mr W. Gerwyn Jones, F.c.a., Llanelly. 

Vice-President: Mr L. V. West, F.c.a., Cardiff. 

Hon. Secretary and Treasurer: MrH. W, Vaughan, Е.С.А., 
Swansea 

Hon. Librarian: Mr Т. B. Pritchard, a.c.a., Cardiff. 

Committee: Mr Gilbert D. Shepherd, M.B. E., Ј.Р., F.C.A., 
as a member of the Council of the Institute; Messrs R. V. 
Bartlett, r.c.4., B. E. Brown, F.C.A., Sidney L. Buckland, 
F.C.A., E. Emerson Davies, M.C., F.C.A., Eric S. Foden, 
F.C.4., C. Gordon Jolliffe, r.c.4., Arthur H. Lawrence, 
F.c.a., C. H. March, о.в.в., т.р., D.L., F.c.A., Wilfred V. 
Meacock, F.C.A., W. б. Miles, Е.С.А., Dennis Н, Morgan, 
M.B.E., F.C.A., J. Percy Mountjoy, o. B. E., F,C.A,, Donald Т. 
Owen, F.C.A., T. B. Pritchard, A.C.A., B. Rowe, F.C.A., 
А. E. "Thomas, Е.С.А., Н. W. Vaughan, F.C.A., and L. V. 
West, F.C.A. 


The Royal Commission 


We remind readers that the closing date for the 
acceptance of written submissions to the Royal 
Commission on the "Taxation of Profits and Income 
is July 31st, 1952. 

All communications should be sent to Mr E. R. 
Brookes, Secretary, Royal Commission on the Taxa- 
tion of Profits and Income, Somerset House, London, 
WCz. 
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THE ROYAL COMMISSION 
The Institute's Oral Evidence 


HREE representatives of The Institute of Chartered 

Accountants in England and Wales, Mr T. B. Rosson, 

M.B.E., M.A., F.C.A., President of the Institute, SIr HAROLD 
HOWITT, G.B.E., р.5.0., M.C., F.C.A., a Past President, and MR 
W. H. Lawson, C.B.E., B.A., F.C.A., a member of the Council, 
gave oral evidence at a meeting of the Royal Commission on the 
Taxation of Profits and Income held on July 18th. The proceedings 
are reported on another page. 

The Institute proposed, broadly speaking, that profit which 
had been computed on accepted accounting principles should be 
binding on the Revenue.t When the same proposal was made to 
the Millard Tucker Committee, it was rejected on the grounds 
that 

‘accountancy principles are to some. extent elastic in operation and 

that cases will arise in the future as they have done in the past where 


the manner in.which those principles should operate in relation to 
a particular matter may be highly arguable’. 


Mn MILLARD TUCKER appeared to be still of the opinion that 
the Income Tax Acts should contain specific provisions about 
non-deductible expenses. Another member of the Commission 
was quick to seize on the fact that there was no accountancy body 
which could conclusively lay down principles for all accountants 


‘to follow. He also stressed the existence of controversy among 


accountants about the treatment of inflation. 

The Institute’s memorandum points out that legislation on 
matters peculiarly within the province of accountancy is not 
always successful.? It cites as an example the Sixth Schedule to 
the Finance Act, 1949 (now incorporated in Sections 279 et seq. 
of the Income Tax Act, 1952), which was intended to rationalize 
depreciation allowances on plant and machinery. The memo- 
randum observes that there was little difficulty about. these 
allowances until the appearance of this fifteen-page schedule 
which is almost unintelligible in many. places. However, this may 
mean no more than that the State was unfortunate in its choice 
of draftsmen. 

Another grave defect of the existing rules, which can well be 
stressed, is their combination of incompleteness with a generally 
negative attitude. We have pointed out on previous occasions 
that most of the rules are nearly 150 years old and were drafted 


for what was thought to be a purely temporary tax, at rates which 


were only a fraction of the present ones. All this legislation has been 





1 See The Accountant, March 22nd, 1952, at page 302. 
8 See The Accountant, March 22nd and 29th, 1952. 
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faithfully reproduced in the new consolidating 
Act which, like Louis XVIII, has learned nothing 
and forgotten nothing. It still prohibits, by Sec- 
tion 511, all deductions other than ‘such as are 
expressly enumerated in this Act’ but fails to 
enumerate more than a trifling number of out- 
of-the-way ones. It is arguable, on a strict reading 
of the Act, that a dealer in goods is not entitled 
to deduct the cost of his purchases. The House 
of Lords many years ago cut this Gordian knot 
by declaring that profit should be ascertained on 
commercial principles, after which the ape 
prohibitions were to be applied. 

This curiously illogical and unhelpful dala 
of the legislation is reflected in the attitude 
habitually adopted by some tax officials. A re- 
casting of the legislation might produce a corre- 

sponding reaction in that direction, although, of 
course, miracles are not to be expected. 

In this controversy as to the influence of 
accounting principles, the main stress has been 
laid on the debit side of the profit and loss account. 


The adoption of the Institute’s proposal might, 


however, have unpleasant repercussions on the 
credit side. It is a commonplace of tax computa- 
tions to exclude some credit as being of a capital 
nature, although it has been treated in the 
accounts as pure profit. 

- "The Commission devoted some time to a dis- 
cussion of the question of stock valuation. That 
the Revenue are not over-burdened with modesty 
in putting forward their conception of correct 
accounting principles was amply demonstrated in 
the case C.I.R. v. Cock, Russell © Co Ltd ([1949] 
28 А.Т.С. 393; 29 Т.С. 387). There they asserted 
in the teeth of expert accounting evidence (and 
to the surprise of many of their officials) that ‘cost 
or market’ meant ‘all cost or all market’. How- 
ever, this has not prevented them from receiving 
a generous tribute from one of the Institute’s 
witnesses on their experience of the problems of 
profit computation. 

‘The Institute proposes that a taxpayer be 
allowed to choose his own method of stock valua- 
tion provided it is based on ‘accepted accounting 
principles’ and is applied consigtently from period 
to period until a change is approved by the 
Board of Referees. This proposal met with a 
lukewarm reception. Much of the discussion 
turned on Liro although that method cannot 
be said to be based on accepted accounting 
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principles, at any -ate in this country. The halt 
in the rise in raw material prices has somewhat 
stilled the widespread demand for the adoption 
of this method, urless it be accompanied by an 
option to substitut2 the market value if lower. It 
emerged at the meeting that in America, where 
LIFO has been in use for some years, an attempt is 
now being made to incorporate this option. 

It was not made clear at the meeting whether, 


when a change in the method of stock valuation ` 


is permitted, it would apply only to the closing 
stock of the year cf change, or would be applied 
to both closing and opening stock. In the latter ^ 
case, the loss to tke Revenue would ey be 
much less. 

The Institute’s proposal that profit Pid 
abroad should be assessed on the remittance basis 
evoked some flesa-creeping observations from 
Mn MILLARD TUCKER as to the probable com- 


plications and manipulations it would give rise, 


to. No reference was made at this meeting to the 
very heavy loss of revenue which the change has 
been estimated to involve. 

There was a mérked difference of approach to 


the subject between the Institute and the Сот-. 


mission. The former was concerned about those 
taxpayers who mizht be induced by tax conces- 
sions to establish themselves in this country or to 
refrain from mov-ng their headquarters abroad. 
These may fairly be said to be in the minority. 
The Commission was concerned about the re- 
maining majority who do not contemplate migra- 
tion. For these, a change to the remittance basis 
would be not only a handsome gift, but also an 
inducement to adopt devious methods of import- 
ing the income w-thout its constituting a taxable 
remittance. The change would hardly be of direct 


help to the balarce of payments position; it is à 


easier to abstain from remitting cash tban to 
undertake the upheaval of migration abroad. 

The school of thought which holds that the 
system of P.A.Y.E. should be modified is clearly 
losing ground. Tne Institute's witnesses put the 
disincentive effect of the present system com- 
paratively low. It must in any case be much lower 


i. 


ia 


4. 


than it was befcre the increased personal and ,. 


reduced rate reliefs, introduced by the last 
Budget, came into force last month. However, it 
is too early yet to judge the full effect of these 
changes. 


The emphasis is moving to persons earning. | 
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around £2,000 a year who face an exceptionally 
sharp rise in effective tax rates on slightly 
iħcreased earnings. The chairman himself ex- 


THE FINANCE 


Deceased Taxpayers 
sore (9) makes it clear that where a 


taxpayer has died, his personal representa- . 


tives may make a claim under the section in 
respect of a source of Case III, IV or V income 
which, by his death, he ceased to possess. They 
, may also claim in respect of a source which ceased 
or notionally céased before he died. 
». 
Foreign Income becoming Taxable 
by Deduction 
Section 18 (4) re-enacts, in, a slightly different 
form, Section 134 (2) (5) of the Income Tax Act, 
1952, which is repealed by Section 76 (8) and 
Part IV of the r4th Schedule to the Finance 
Act, 1952. It provides that where Case IV or 
Case V income becomes chargeable by deduction 
of tax at source, the recipient is deemed to cease 
to possess the source of the income at the date of 
change. | 
E Claims Procedure 
Subsections (7) and (8) of Section 18 are machi- 
nery provisions. Subsection (7) gives the Revenue 
power to make the necessary repayments and 
additional assessments when a claim under the 
section is made. It makes it clear that an additional 
assessment may be made after six years for this 
purpose, notwithstanding the time limit in 
Section 47 of the Income Tax Act, 1952. 
Subsection (8) applies to claims under the 
S ane the provisions of the 6th Schedule to that 
ct, which also apply with modifications to 
claims for personal reliefs. The subsection modi- 
fies the 6th Schedule by providing that the claim 
under Section 18 is to be submitted to the 
‘surveyor’ instead of to the assessor. This is a 
distinction without a difference because in any 
case the office of assessor has been abclished 
' and his duties in relation to claims are performed 
aby the Inspector. If the surveyor objects to the 
claim, the claimant can appeal to the General 
or the Special Commissioners at option, and may 
demand the statement of a case on a point of 
law for hearing in the High Court. 
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pressed the view that this peculiarity of the 


‘system must tend to prevent persons from 


accepting higher posts. 


ACT, 1952 — III 


Normal Cessation Provisions 

Besides introducing the new matter described 
above, Section 18 takes the opportunity of restat- · 
ing the cessation provisions for Cases III, IV 
and V in a more intelligible form. The previous’ 
provisions were contained in Sections 131 (3) (5) 
(for Case ПІ) and 134 (2) (for Cases IV and V) 
of the Income Tax Act, 1952. They directed in 
each case that when the taxpayer ceased to possess 
a particular source or part of a source, Section 130° 
of that Act was to apply as though this cesser: 
constituted the 'discontinuance' of a trade. 
Incidentally, Section 130 is expressed to apply 
only where the trade is ‘permanently’ discon- 
tinued, but no regard has been paid in practice 
to this divergence in wording. Briefly, permanent 
discontinuance of a trade involved assessment on 
the actual profit for the year of discontinuance,’ 
with a Revenue option (invariably exercised) to 
increase the penultimate year's assessment to tlie 
actual profits for that year. | 

Sections 131 (3) (b) and 134 (2), with their 
cumbersome provisions have been replaced by 
Section 18 (1) (a) (b), which makes specific 
provision to the same effect as Section 130 but 
omitting the fiction about a Revenue option. | - 


Abortive Mining Exploration 


Section 19 has been put forward as implementing 
the recommendation made in paragraph 240 of 
the Report of the Committee on the 'l'axation of 
Trading Profits This paragraph deals with 
Part III of the Income 'lax Act, x945 (now 
Chapter III of Part X of the Income Tax Act, 
1952), which granted allowances in respect of 
capital expenditure incurred by mining or oil 
concerns on (a) exploration expenditure and (5) 
certain works, such as pit shafts, which were likely 
to be of no value when the mine was worked out. 
The allowances include an annual allowance based 
on the probable life'of the mine etc., with a mini- 
mum of 5 per cent per annum. In the case of mines, 
oil wells, etc., outside the United Kingdom, 


^! Cmd. 8189. 
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Section 310 of the Income Tax Act, 1952, ex- 
tends the allowances under Chapter III of the 
Act to expenditure incurred after April sth, 1949, 
on the acquisition of rights in the mineral deposits. 

The Report pointed out that exploration 
expenditure qualified for an allowance in a 
particular year only if it was connected with a 
*source' which the concern was working during 
that year. Section 311 of Chapter III empowers 
the Revenue to make regulations laying down, 
inter alia, the rules for determining the extent of 
the mineral deposits which are to be taken as 
constituting a ‘source’ for this purpose. The 
Revenue have ordered in effect that an individual 
source is limited to land ‘in the same mineral 
field or petrol province'.! Accordingly, a concern 
operating in one field or province cannot claim 
an allowance for exploration in another field 
which comes to nothing. 

'The Report recommended that 'exploration 
expenditure should be allowed provided that it 
is incurred in searching for a mineral which 
the company is already working’. This means, 
judging by paragraph 263 of the Report, not that 
the expenditure should qualify for a capital 
allowance, but that it should be allowed as a 
deduction in computing profit. 

Section 19 goes a little farther than the recom- 
mendation by not restricting the exploration to 
mineral already worked by the concern. Instead, 
the exploration must be ‘in connexion with’ its 
trade – another of the vague expressions so fruit- 
ful of litigation. The section is confined to 
expenditure incurred after April sth, 1952. 
(Section 19 (2) (a).) 

Section 19 (1) provides as follows: 

‘19 – (1) Subject to the provisions of this section, 
where the person carrying on a trade which con- 
sists of or includes the working of any mine, oil 
well or other source of mineral deposits of a 
wasting nature incurs expenditure in connexion 
with that trade on searching for, or on discovering 
and testing, the mineral deposits of any source or 
winning access thereto, but gives up the search, 
exploration or inquiry upon which the expenditure 
is incurred without having carried on any trade 
which consists of or includes the working of the 
source in question, then in computing for the 
purposes of income-tax the" profits or gains or 


losses of the trade in connexion with which the 
expenditure is incurred there shall be allowed a 


1 Rule 3 of the Income Tax (Mineral Deposits) Regulations, 
1947 (S.R. & O. 1947, No. 947). 
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deduction of'an amount equal to the amount of 

that expenditure as if it were expenses incurred 

for the purpose of the trade at the time when hg 
gives up the search, exploration or inquiry." 

The expression ‘as if it were expenses incurred 
for the purpose of the trade’ was presumably 
intended to bring the expenditure within what 
was formerly Rule 3 (a) of Cases I and II of 
Schedule D (now Section 137 (a) of the Income 
Tax Act, 1952) and so make it deductible in 
arriving at profit. However, ‘expenses’ do not 
fall within Section 137 (a) unless they represent 
*money wholly and exclusively laid out or ex- 
pended for the purposes of the trade' which is by 
no means the same thing as 'incurred for the 
purpose of the trade’. The distinction is one which» 
the Revenue are always eager to stress. It seems 
doubtful therefore whether in strictness Section 
19 (1) really achieves its object. 

Another doubt is cast by Section 19 (2) (c) 
which limits the operation of the section fo 
expenditure falling within Section 305 of the 
Income Tax Act, 1952, which by definition is 


- capital expenditure and therefore not deductible 


in arriving at profit. It may well be that the 
Revenue will not take advantage of these doubts 
but the present wording of Section 19 (1) is 
hardly satisfactory. 

Section 19 (2) (c), already referred to, could 
also be improved in its wording. It provides as. 
follows: 

(2) This section shall not apply .. 


*(c) to any other expenditure incurred by a person 
in connexion with a source, unless it would have 
been expenditure to which Chapter III of Part X . 
of the Income Tax Act, 1952, applies if he had 
begun working the source in the course of a trade at 
the time when he gives up the search, lass А 
or inquiry’; ; 

By its resort to an unhappy jumble of зге 
Section rg (2) (с) seems to assume that the expen- 
diture cannot fall within Chapter III unless the 
person incurring it proceeds to work the source 
in the course of a trade. But Section 305, which 
defines the expenditure within Chapter ITI, 
makes no such stipulation. This is borne out by 
Section 309 (2) which refers to expenditure ‘to 
which this chapter applies’ and which is incurred € 
by a person who does not carry on any trade of 
working the source in question. Accordingly, the 
words of the paragraph which follow ‘applies’: 
seem to be surplusage. (To be continued.) 
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THE PROFIT RATIO 


NORMAL CAPACITY THE GOVERNING FACTOR 


by T. S. McALPINE, A.A.C.C.A., A.C.W.A. 


Why should profit alter with variations in the cost of materials? asks the author. 
He asserts that profit should be assessed on the proportion of normal capacity 
absorbed by the product, and argues this in the following article. 


NE of the earliest claims made for costing 
O= that it would promote healthy com- 

petition by removing the insecurity of 
trial and error price-fixing. 


Developments in Costing 


In recent years there has been a considerable 
‘advance in the technique of costing. Much 
publicity has been given to these latest develop- 
ments by the accounting profession, by individual 
writers, and by trade associations. 

From all that has been written and spoken on 
the subject, one would conclude that the principles 
of price-fixing, or of assessing the relative profit- 
ability of products, would be well and truly 
established. But how far have these developments 
influenced the method of determining selling 
price, or of assessing profitability? 

It is recognized that the cost of a product is 

,influenced by volume of output because of the 
“incidence of fixed expenditure. It is generally 
agreed that normal output, or capacity, should 
be the basis for allocating fixed expenses to 
products. The tendency is to advocate some form 
of standard costing whereby the product cost is 
based on normal standards of accomplishment, 
and excess costs, if any, are charged to the 
. departments responsible and not to the product. 

Recapitulating, modern costing technique has 
influenced cost ascertainment. It has decreed 
that a product cost based on normal capacity 

_упа normal efficiency constitutes a fair standard 
upon which to base a selling price. It makes little 
comment, however, on the principle to be adopted 
in adding profit to cost to arrive at the selling 
price. Presumably it approves the long-established 
practice of basing profit on total cost, and of 
measuring profitability by the ratio of profit to 
total cost. 

Some writers have stressed the need to con- 

acentrate on the sale of those products which show 
a large contributory margin, that is a high pro- 
portion of fixed expense. Surprisingly enough, 
however, the more important aspect of excluding 
material cost from profit calculations has evoked 
little comment. 


Capacity the Governing Factor | 
A manufacturer acquires raw material and con- 
verts it to a saleable article. The service he 
renders is confined, to the conversion of material 
and the selling and distribution of the finished 
article. His profit should be directly related to 
the service performed. Why should profit alter 
with an alteration in the material cost? Why 
should profit alter because of free issue material? 
What should govern profit? Profit should be 
assessed on the proportion of normal capacity 
absorbed by the product, 


Unfortunately, except for a few types of 
manufacture, there is no positive unit for measur- 
ing output or capacity. The standard hour, 
which is the unit of output as determined by time 
study, has to be qualified in many respects before 
it is acceptable as a suitable substitute. It is prob- 
ably true to say that capacity can be measured 
better in money value than in any other. medium. 
It is suggested, therefore, that the normal con- 
version cost — that is, the cost obtaining when a 
business is operating at normal capacity and 
normal efficiency — can be substituted for normal 
capacity. 

Two factors are necessary to establish the 
profit ratio: 


(1) The figure for normal profit. 
(2) The normal conversion cost. 


If the normal profit for the year is assessed at 
£200,000 and the normal conversion cost at 
£800,000, then the profit ratio is 25 per cent 

£200,000 

{£800,000 
that in fixing the selling price, 25 per cent of the 
conversion cost is added for profit. Where the 
selling prices are fixed independent of the cost 
of an individual manufacturer, the profitability of 
a product should be measured on the same basis, 
namely, the ratio of profit to conversion cost. 


. 

Comparisons of the two methods of measuring 
profitability, the ratio of profit to conversion cost 
and to total cost, will be given, but first let us 
consider the impact of increased material prices 
on current profits. 


X 100 per cent). This simply means 
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Record Profits 


During the past year many companies have 


declared record profits. There has been a number 
of contributory factors, such as operating above 
normal capacity, the liquidation of stock at 
replacement values well above procurement cost, 
and the need to make provision in the selling price 
for the eventual replacement of plant at inflated 
prices. Nevertheless this does not in every case 
.explain the whole of the increase. Nor can it be 
said that companies have deliberately exploited 
the seller's market, for in several cases selling 
prices have been computed on a standard basis 
for the past three or four years. 

What has happened, however, is that raw 
material costs have increased substantially, and 
in revising selling prices to compensate for this 
increase, profit has been inflated by applying the 
fixed profit ratio to total cost. 

It is doubtful if every company appreciates 
the significance or the total effect of material 
price increases on profit. It is easy to be misled 
because, although the effect is to increase profit, 
the profit ratio itself remains constant, and the 


consequent apparent increase in sales may be 


attributed to increased output. 

It has been mentioned that profit should be 
related to capacity. Here is a condition where 
sales and profit have increased without a corre- 
sponding increase in output. While there is an 
inflationary tendency profits will exceed expecta- 
tions and there is no real worry. Let the process 
be reversed, however, with profits declining more 
rapidly than expected, and there may be some- 
thing to worry about, particularly if one of the 
contributory causes is not fully understood. 

A profit comparison showing the effect of a 
varying material cost is given below. 

"АЈ is the cost prior to an increase in the price of 

raw material. 

‘B? is the cost after giving effect to the price increase. 

‘C? illustrates what might happen if the price of 

material fell below the level indicated in ‘A.’ 


COMPARATIVE PROFIT 

















A. B. C. 

s d £ s d £L s d 
Direct material 2 5 о 216 o 116 o 
Direct labour .. 5 o 5 о 5 0 
Overheads .. 1 0 0 I оо тоо 
Total cost .. 310 0 4 1 0 3 1 
Profit: 20 per cent . 

of total cost .. 14 о 16 2 12 2 

Selling price £4 4 о £4 17 2 £3 13 2 
Annual output 100,000 | 
Annual profit .. £70,000 £80,800 £60,800 
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It will be noted that labour and overheads are 
constant. This has been done for simplicity, but 
nevertheless it should be mentioned that their 
effect would be slight in comparison with the 
movement of material prices. 

If profit were based on conversion cost the 
differences in the annual profit, as shown above, 
would not arise. 


Examples 


I. It is not unusual in doing sub-contract work 
to be supplied with free issue material. This also 
happened during the war with Ministry con- 
tracts. This is quoted here as a good example of 
the fallacy of basing profit on total cost. 

‘A.’ is the cost when material is purchased;* 
and ‘B.’ the cost when material is free issue. If 
profit was based on conversion cost the amount 
would be the same in both cases. 


4. B. 

£ s d £ s d 

Material cost sie iu IO 0 о —*. 

Direct labour «à 23 2 о o 2 о о 

Overheads... $a E 5.090 5.00 

Totalcost .. 17 0 o 7 о о 
Profit: 10 »er cent of total 

cost E M Уд 114 0 14 o 

Selling price. . £18 14 о £7 14 о 





2. In this example it is presumed that im-* 
provements have resulted in the output being 
doubled without any increase in labour and 
overheads. 

‘A. is the cost before improvements are introduced. 

‘B.’ is the cost after the improvements have been. 

effected. 

Output has been increased from 50,000 to 100,000 

per annum. The aim is to keep the profit at the same 

figure. 


A. B. 
£ s d £ s d> 
Direct material m zs 10 0 o 10 о о 
Direct labour я T бо о з о @ 
Overheads .. s T 18 o o оо 0 
Total cost .. 34 о o 22 о o 
Profit: 20 per cent. on total 
cost Ne 24 6 16 o 4 8 о 





Selling price. . £26 8 o 





£40 16 o 





At first sight it would appear that A. and B., 
both yielding a profit of 20 per cent, must 
produce the same total profit. i 

This car. be checked as follows: 

50,000 a: a profit of £6 16s od each = £340,000 
100,000 at a profit of £4 8s od each = £440,000 
'This difference is just another reminder that 

profit cannot be reliably based on total cost. 
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THE. ACCOUNTANT IN INDUSTRY —1I 


by F. R. M. de PAULA, C.B.E., F.C.A. . 


The first part of this paper was reproduced in last week's issue. The rapporteur's 


summary of all the papers on this subject presented at the Sixth International 
Congress on Accounting, together with the report of the ensuing discussion and a 





































The Place and Functions of the Finance 
Division 
SSUMING that a modern system of budgetary 
control and standard costing has been in- 
augurated in an industrial group of companies, 
it is now proposed to consider the place and functions 
of the finance division in such an organization. 
-« If the finance division, headed by the comptroller, 
í is to play an effective part in the operation of the 
group, then this division must be placed upon an 
equality with the other main divisions, such as 
"production, technical and research, sales, personnel, 
etc. The comptroller's status must be level with that 
of the heads of the other divisions, and he must report 
direct to the managing director of the holding 
соп?рапу. The comptroller should be in a position to 
represent finance at the board and all other meetings 
where policy decisions are made, as he should be in a 
position to voice the financial implications of any 
«proposal before the decision is made. 

The functions embraced by the finance division, in 
this country, commonly are finance, accounting, 
recording, costing, statistics, organization and 
methods, and internal audits. The basis of the 
organization it is submitted should be centralized 
control and decentralized responsibility. 

The comptroller would be responsible for the basic 
principles upon which all accounts, costs, statistics, 
and returns, etc., should be prepared throughout the 
whole group of companies and for laying down the 
forms of presentation to headquarters of all accounts 
and returns and the dates for their submission. He 
would also be responsible for the general standard 
of organization and the methods used throughout the 
group and for the internal audits. Some authorities 
hold that the chief internal auditor should be indepen- 
degt of the comptroller and report direct to the board 
of directors. However, it is thought that in this 
country the most common practice is for the chief 
internal auditor to report to the comptroller. 

Regarding the accountants upon the staffs of 
divisions and subsidiary companies, they would 
report to the appropriate executive above them in their 
division or company. But they would be responsible 
to the comptroller for the functional technique and 
nethods used within the local accountant's depart- 
«pt and also for all the returns, reports, etc., sent 
y them direct to the comptroller. The annual reports 
d accounts of subsidiary companies, in the form 
pproved by the comptroller, would be submitted to 
e comptroller by the managing director of each 
ubsidiary. 

A wise practice is to provide that there should be 
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attached to the annual report and accounts of Sachs 
subsidiary a questionnaire, in a form drawn up by 
the comptroller, to be completed and certified by the 
chief accountant of each subsidiary. The questions 
asked would cover all the important matters regarding 
the balance sheet and profit and loss account and 
would inquire whether the accounts had been drawn 
up strictly in accordance with the principles laid 
down by the comptroller and that the local accountant · 
approved of the accounts without reserve. Another 
question would be as to whether the report and 
accounts included all of the information required by 
the comptroller. By this means the accountant of the 
subsidiary is made responsible for verifying that the 
accounts are in fact prepared upon correct principles 
and for bringing to the comptroller’s attention any 
variations or points with which the local accountant 
is not in agreement. The questionnaire, signed by 
the local accountant, would be sent to the comptroller 
by the managing director of the subsidiary, with the 
annual report and accounts, thus passing through the 
proper channels and keeping the managing director 
of the subsidiary fully informed. 

In the same way regarding costing and works 
accounting, the comptroller. would be responsible for 
the general system and for the detail methods used, 
but the local works accountant in each factory would 
report to the works manager of that factory. Were 
the comptroller of the holding company to give 
executive orders to the works accountant in the 
factory of a subsidiary company, that comptroller 
would be cutting across the ‘chains of command’, 
which in administration is an unforgivable sin. — - 

The internal audit department is a most important 
and helpful one if it is wisely operated, but if it is not 
it may act like sand poured into running machinery 
and lead to endless trouble. 

The work of the internal auditor is largely of a 
critical nature and thus he and his staff may become 
regarded as spies and trouble-makers. He certainly 
will be most unpopular if he makes adverse reports, 
however well justified, direct to the comptroller of 
the holding company, without reference to the head 
of the subsidiary or department under audit. If an 
internal auditor is not satisfied regarding any matter 
he should discuss it fully with the manager. of the 
subsidiary ог departmerit, note in his audit report 
the manager's explanations and (if any) promises .of 
corrective action. Before sending his audit report in 
to the comptroller, the internal auditor should show 
the draft to the manager of the subsidiary or depart- 
ment under audit, so that the manager may be fully, 
informed as to the exact contents of the report. 
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Except in special cases, this practice, in the writer’s 
submission, should invariably be followed, as only in 
this way can the internal auditor hope to gain the 
confidence of the departments he audits. His objec- 
tive should be to ‘sell a service’ to the departments 
and aim to prevent managers from getting into trouble 
with higher authority. Proof that the internal auditor 
is working in the right way is if it is found that 
managers of departments are calling for the internal 
auditor to make special investigations for them. 
Managers of subsidiaries and departments should 
regard the internal auditor as a functional expert 
available to help keep the administrative organization 
of the particular subsidiary or department in good 
running order and also available to carry out special 
investigations on behalf of the manager. 

The internal auditor and his staff should be most 
carefully chosen as great tact combined with skill 
and firmness of purpose are essential. The attitude of 
the stage policeman inevitably would result in great 
harm to the whole organization. 


Organization and Methods 


Organization itself, it is submitted, is a distinct and 
separate function and furthermore, administrative 
methods, practices, procedures and facilities are 
constantly changing in this progressive and restless 
age. 

"Tn this connexion it is interesting to note that the 
Civil Service here has set up a separate functional 
branch, known as the ‘Organization and Methods 
Branch’, the purposes of which are to watch the 
working of the organization and administrative 
methods, in order to note defects and inefficiencies 
and to make recommendations for improvements. 
This division keeps in touch with all developments in 
the field of organization, including mechanical facili- 
ties etc. Furthermore, individual government depart- 
ments appoint, from time to time, special organization 
committees to review and report upon the whole of 
the organization of the particular department. Such 
a committee was recently appointed to review and 
report upon the organization and administrative 
methods of the Inland Revenue Department. By 
coincidence the Bureau of Internal Revenue in 
Washington was, at that same time, being subjected 
to a similar review. These two committees visited 
each other and compared notes. 

. The development within the Civil Service of an or- 
ganization and methods branch is extremely interesting 
and the writer understands that it has been fully justi- 
fied by the successful results that have been achieved. 

It is suggested that there are lessons to be learned 
by industry from these examples, viz. the allocation 
of the responsibility for orgahization and administra- 
tive methods to a separate branch or executive and 
for the holding of periodic reviews of the whole 
organization of a business concern. 

In fact, movement in the above direction can be 
observed in industry, though, in the writer's opinion, 
industry would be greatly benefited by the further 
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development of these principles and their general 
application. 

One of the responsibilities of the internal auditor $ 
many companies is to watch the organizational 
machinery and to make recommendations for 
improvements, much in the same way as is the 
practice of the organization and methods branch of 
the Civil Service. 

In a large group of companies this function is of 
great importance; however, in order to gain full 
benefits, it is necessary to employ highly skilled and 
experienced staff. An accountant, in every way 
competent to carry out an internal audit, does not 
necessarily have either the skill or experience to deal 
successfully with the difficult problems of organiza- 
tion. This subject, therefore, it is submitted, is worthy 
of far more consideration by industry and accountants 
than it has received in the past. 


The Broad Basis of the Scheme of Organization 
and its Effects 

To summarize-the scheme of organization, as 
outlined above, is upon a functional basis, with 
centralized control and decentralized responsibilities, 
thus it is very similar to that of a fleet fighting at sea. 
Each ship is under the sole command of the com- 
mander of that ship, but the exact part that each ship 
is to play in the operation is laid down by ther 
admiral of that fleet; within those orders each 
commander operates and fights his ship. 

The complement of each ship includes several 
specialized techniques, e.g. navigation, engineering, . 
electrical engineering, gunnery, signalling, personnel, 
medical, paymasters, Royal Marines, etc. Each branch 
has its own techniques laid down by the command of 
its branch of the Service, but all on the ship are under 
the direct orders of the ship’s commander. Thus, for 
example, the commander gives the guns their target 
and orders them when to fire and the number of 
rounds, but the dril! for firing the guns, the design 
of the guns, ammunition, etc., have all been laid 
down by the gunnery branch of the Service. 

In exactly this same wey should a group of com; 
panies be operated. The managing director of the 
holding company, acting in accordance with the policy 
laid down by his board, approves the detailed plans for 
the group, as a whole, for (say) the year ahead, and 
instructs each unit within the group accordingly. 

During the course of the year the managing director 
of the holding company requires reports in very broad 
outline, showing how the plan is proceeding. This 
overall picture is commonly in terms of geographical 
or trade groups. Actual performance will be compared 
with the plan and any important variances will need 
to be explained. If the variance is serious then gre 
root causes must be located and they will lie with 
individual companies or departments within the group. 

In this way the managing director and the board of 
the holding company watch progress and, in particu- 
lar, variations from the predetermined plan. These 
variations, if material in amount, may entajl a 
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readjustment of the plan itself, in order to maintain 
& correct balance throughout the whole operation. 

As the overall plan will have been built up from 
the detail plans of each subsidiary company or 
department, each manager will watch the progress 
of his company or department in exactly the same way 
as described above. Thus the whole of the plan both 
in the aggregate and in detail is under constant 
observation. Within a unit the variances can quite 
easily be traced down to the shop floor, as every 
operation, as it proceeds through the works, is 
measured against a set standard as it passes through 
each process. Thus every level of management 
watches progress and is instantly aware of all varia- 
tions from normal as they occur, and therefore is 
enabled to take corrective action. In this way in- 
жсіепсіеѕ and losses are promptly rectified before 
they can rise to serious proportions. The effects upon 
the plan of changes of circumstances are likewise 
promptly observed, so that appropriate action can be 
taken, and thus the consequences of such dislocations 
are greatly minimized. 


7 The Setting of Standards 


The setting of the standards of measurement through- 
out a factory is a very complicated and arduous task; 
this work requires close co-operation between the 
“engineers and the accountants. Production has to be 
measured in two dimensions, i.e. time and money 
cost. Time and motion study, therefore, play an 
important part in establishing the standards. Stand- 
-Érds must be reasonable and based upon actual 
` performances and management must be prepared to 
demonstrate that the times are reasonable. In order 
to arrive at the cost element very close and complicated 
investigations must be made by the accountants. 

In this way ‘standard costs’ are arrived at and every 
operation is measured in terms of standard cost units. 
Thus a common factor is arrived at by means of 
which a variety of types of articles can be measured. 

It is not the purpose of this paper to describe the 
details of standard costing procedures; that will be 

*dealt with in Mr W. S. Risk's paper. 

\From the practical point of view the great benefit 
Stlthis system is that it saves management from having 
to wade through masses of figures to find out what 
needs attention and action. The system automatically 
throws out all abnormal items, and those are the ones 
of particular concern to management. As this operates 
in every level of management, the system must greatly 
increase the effectiveness of control and the prompt- 
ness of action. Furthermore, the setting of targets not 

.only acts as a measure of achievement but as an 
incentive to endeavour, in exactly the same way as 
des the setting of ‘bogey’ on a golf course. 

One clear lesson that the writer's experience teaches 
is that this new technique should never be forced 
down from above upon staff and employees without 
full explanation. The whole system should be 
discussed in detail at every level of management and 
gréat patience is needed. In the writer's opinion, it is 
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most unwise to make so fundamental a change unless 
and until it is thoroughly understood by all levels of 
management down to foremen and chargehands and 
until all have agreed to give the new system a fair 
trial. If the inauguration of the system is properly 
handled, experience proves that all levels of manage- 
ment soon begin to appreciate how greatly the system 
helps them to control their sections and with increased 
benefit to the whole team. One of the greatest 
advantages of this technique is that it makes every 
manager cost-conscious, and in consequence the 
beneficial results are often astonishing. A further 
lesson is the importance of making vividly clear to 
all that the figures are not prepared for the benefit of 
the accountants, but for management to take action 
upon. 'lherefore, management must thoroughly 
understand the system and use it for the day-to-day 
control of every section of the concern. The writer 
has known of cases where an excellent system has 
been installed, but the full benefits have not been 
derived from it because management did not com- 
pletely understand and use it. The reason for this is 
that managers have not had the system thoroughly 
explained to them and they have not been convinced 
of its merits. Thus they do not appreciate the 
advantages to be gained from it. Under such circum- 
stances the costs of installation of this technique have 
been largely wasted. Success can only be achieved if 
management believes in the system and does in fact 
use it for control purposes at every level. 

"Accountants can play an invaluable part in design- 
ing the system, explaining it to all concerned, installing 
it and seeing that it runs smoothly and efficiently. 
When the system is operating the accountants read 
the figure statements and bring to the notice of 
management the abnormal trends that require the 
consideration of management. In this way accountants 
in industry render great service to management by 
relieving executives from having to study masses of 
figures in order to find the information required for 
control purposes. The system automatically shows up 
‘the red lights’ and thus the accountant signals 
management. Such a system reduces greatly the 
burdens of management, whose whole time can be 
devoted to productive work. 


The Main Purpose of Management Accounting 
The main purposes of an organization, upon the lines 
described above, are to provide the organizational 
machinery by means of which an industrial concern, 


"ог a group, can be controlled by its management. The 


basis is the detailed planning of future operations and 
the checking of progress. The only means by which 


‘that can be done effectively is by building up a 


detailed system of records, which must be crisp, 
clear, accurate and very prompt in action. The over- 
loading of management returns with detail defeats 
their purpose; it has been said that for management 
purposes every figure statement should be written 
upon ‘a half-sheet of notepaper’, and that no report 
for the board of a company should exceed two sheets 
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: of foolscap. It is in connexion with the design and 
' operation of such a system of records that we account- 
ants can render invaluable service to industry. 

From the point of view of top management some of 
· the factors that need to be considered, planned and 
watched in operation are as follows: 

(a) Before productive capacity is provided it is 
necessary to plan and consider carefully its siting 
with regard tosuch factorsas availability oflabour, 
raw materials, power, transportation facilities, 
access to markets, rating, etc. But above all the 
most important decision is the initial quantita- 
tive capacity to be installed and this should be 
based upon careful market research. If the 
capacity provided proves to be inadequate then 
the concern is immediately faced with the 
necessity for expansion of capacity and the con- 
sequential dislocations and expense. If the 
capacity is too great then the business will be 
burdened with the costs of idle capacity which 
may prove to be like a millstone round the neck. 
The wisdom or unwisdom of these decisions 
will have vital influences upon the subsequent 
welfare of that concern. 

It is of great importance that management 
may be enabled to see clearly at all times the 
degree of utilization of available capacity. Sales 
and production policies will be directly 
influenced by this position. 

(b) The calculation of the financial capital required 
and the form in which it shall be provided is 
another fateful decision. The two factors are 
(i) the capital required for the provision of fixed 
assets; and (ii) for adequate working capital. 
These two figures in the aggregate, may vary 
considerably from time to time; therefore they 
require to be under constant observation. Long- 
term capital budgets are, therefore, essential, 
together with a strict system for controlling 
capital expenditure and working capital. 

(c) The production programme must be carefully 
planned and based upon the sales prog-amme, 
and have regard to the productive capacity and 
facilities available. The sales budget will be 
broken down into sales areas and by products, 
and targets will be set. Selling and distribution 
expenses will be dealt with in a similar manner. 
Thus the progress of sales and selling and 
distribution charges can be checked constantly 
against the plan. . 

The production budget will be broken down 
firstly in terms of facilities, raw materials, 
consumable stores and labour requirements, 
and compared with ayailabilities. Production 
will then be planned throughout the whole of 
each factory. Standard costs should be available 
for every process or operation and calculated 
for all likely levels of activity. By these means 
any ‘bottlenecks’ would be revealed and 
management at every level can watch progress 
against the plan and note all variances, and thus 
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` be in a position to take prompt corrective action. 
(e) Administrative and all other expenses ank 
charzes would likewise be estimated and actual 


| 


expenditure watched against the budgets. =, 


(f) The position of the order book and its relation- 
ship to the plan should be under constant 
observation, as also should the position of 
inventories of raw materials, stores, manufac- 
tured and partly manufactured goods. Other 
important items are the amounts owed by 
debtors and on the other hand the current liabili- 

. ties and commitments. In other words the whole 
of the details of the current balance sheet position 
must be watched against the planned position, 
thus the significant trends can be observed. 


(2) Throughout the group monthly profit and loss p 


accounts should be prepared, and individually, 
or by groups, submitted to headquarters. These 
accounts would be in a condensed and sum- 
marized form showing comparisons with previ- 
ous years and with the budget. Other key infor- 
mation is generally furnished with such returns. 


It is the responsibility of the comptroller to organ- 
ize such a system and to see that all levels of manage- 
ment receive all the information that is required for 
control purposes. The comptroller would also.study 
all of the returns and reports coming in to his head- 
quarters, and he would point out to top management" 
any significant trends and facts that indicate the 
need for action. 

‘It would be the responsibility of the comptroller 
to watch closely the whole of the finances of t 
group of companies and he would act as financial 
adviser whenever mattersof policy areunderconsidera- 
tion. For these purposes he would make all necessary 
investigations and prepare special reports for top 
management. His association with the managing 
director and, through him, with the board of directors, 
is a very close one indeed, and he is thus in a position 
to make a most valuable contribution towards the 
efücient management of the group of companies 
with which àe is concerned. 

Industry in this country is awakening to the уйа 
importance of improving its systems of control upon 
modern lines. This new technique has been proved 
out over a wide field in this country, the U.S.A., and 
many other parts of the world. The productivity 
report on Management Accounting issued by the 
Anglo-American Council on Productivity, should be 
studied by all who are interested in this subject. This 
report makes clear that this technique is thoroughly 
understood by a portion of British industry, but this 
technique, it is thought, should be adopted far more 
generally in this country than is the case at the present 
time. Substantial progress will not be made unless afd 
until the great benefits of the modern methods of 
management accounting are widely appreciated and 
understood by industrialists, engineers and account- 





1Published by the Anglo-American Council on Productivity, 
United Kingdom Section, 21 Tothill Street, London, SW1; 
United States Section, 2 Park Avenue, New York, N.Y. 
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ants throughout this country. Herein lies a challenge 
for British accountants. 

The fact that the problem of the accountant in 
industry has been included in the agenda of this 
Congress is proof that the accountancy profession is 
keenly interested. But the writer would suggest that 
the profession has not yet made up its mind as to the 
part that-it should play regarding the development of 
management accounting, which is the technique upon 
which the work of the industrial accountant is based. 
The following are some of the many points that, it 
would seem to the writer, need consideration: | 


(а) Does management accounting represerit a new 
and specialized technique within the field of 
accounting? or 


(4) Is it a specialized technique outside the field of 


general accounting, but embraced within the 

field of engineering? 

(c) If management accounting is a specialized 
technique 

(1) From what sources should industry draw the 
necessary specialists for work within industry? 

. (2) Is there a need for public accountants in 
general practice, specialized in this new tech- 
nique, to advise industry in the installation 
of systems of management accounting? 

'(3) Should there be facilities for providing 
specialized training for such specialists, 
required under (1) and (2) above? 1f so, how 
should such training be provided? 

(4) Is it necessary for accountants taking up this 


technique to have a working knowledge of - 


engineering? If so, how should that know- 
ledge be obtained? 

(5) Is there a need for full-time research work in 
the field of management accounting? If so, 


how and by whom should such research be .. 


undertaken and organized? 

(6) If the need for research (as in (5) above) were 
agreed, would it be necessary to obtain the 
co-operation of engineers and industrialists? 


The need within industry for accountants skilled 
in management accounting is, in the writer's opinion, 
clear, and experience. already gained has proved that 
this technique is capable of increasing productivity 
in a marked degree. There is, therefore, a challenge 
to accountants to help this movement in every way 
that they can, and thus increase their services to 
the community. 


'The Vital Factor of Leadership 


In conclusion the writer begs leave to quote from a 
paper that he delivered in 1946. 


‘In conclusion I would like to sound one word of 
warning. It is very easy for all of us who become 
enthusiastic supporters of these modern management 
methods to lose sight of the most important factor 
in this whole management problem. We so easily 
overlook the vital factor of leadership which is the 

. only means by which the breath of life can activate 
what otherwise is an inanimate body. Only by 
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inspired leadership from the top can any group of 
men and women be fired with the impulse to co- 
operate fully and to give of their best. A faulty 
system of planning and control combined with 
brillant leadership will result in great success in 
achievement. But the best system in the world with 
bad leadership will probably result in dismal 
failure. How to obtain full co-operation throughout 
an organization is the great unsolved problem facing 
society all over the world. Upon this all-important 
point may I read to you three quotations. 

*The first is from a brilliant paper by Lt.-Col. L. 
Urwick read before the conference held in London 
in October' last, of the Institute of Industrial 
Administration. In this paper he stated that the 
central problem facing society today was how “о 
correct the terrible lack of balance between our 
technical knowledge of how to make this and that, of 
how to conquer space and time, and our ignorance of 
how to organize even the smallest system of co- 
operation so that men are satisfied in their work and 
happy to give of their best. We have learned how to 
split the atom and thus release its destructive 
energy. We do not know even the beginning of 
putting our social groups together so as to release 
a tithe of the constructive energy which is possible 
with true co-operation." 

*My second quotation is from an article in the 
Sunday Express on the life of Field-Marshal 
Montgomery. ` In. this article there are quoted 
principles that he enunciated before the war when 
instructor at a military staff college in India. The 
basic principles of military operations he laid down 
as follows: 

* “No. т. MORALE, Study the individual soldier. 
Create the atmosphere of success. Morale means 
everything. 

* “No. 2. SIMPLIFY THE PROBLEM. Sort out the 
essentials which must form the basis of all future 
action, and once you have decided upon them, 
ensure that those essentials stand firm and are not 
swept away in a mass of detail. 

* * As a commander, lay down the general frame- 
work of what you want done-— and then within 
that framework allow great latitude to your 
subordinates. Stand back yourself. 

«Мо. 3. You must learn how to pick a good 
team of subordinates, and once you have got them 
stick to them and trust them. 

* *No. 4. Make yourself know what you want 
and have the courage and determination to get it. 
You must have the will to win." 

‘If you change the word “soldier” for "employee" 
and the word "commander" for “manager”, how 
surprisingly those principles apply to: industrial 
operations. And note that he places morale as No. 1, 
and says that “morale means everything". 

‘My third quotation is from a recent statement by 
Sir Stafford Cripps which is that "morale in industry 
can be studied as scientifically as was the morale of 
the troops in time of war". 

‘There, I amesure you will agree, is the key to 
nearly all our social and industrial problems. We 
have not found that key yet but we must hope that 
we shall before it is too late.'! _ (Concluded.) 


1 Developments in Accounting, by F. R. M. de Paula. Pitmans, 
pages 201—202. . 
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WEEKLY NOTES 


The Society's Examinations 


'The results of the examinations of the Society of 
Incorporated Accountants and Auditors held last 
May have now been announced. 

In the Final examination, which was divided into 
two parts in November 1951, honours were awarded 
to five candidates, the First Certificate of Merit and 
First Prize being won by Mr Gerald James King, of 
Newton Abbott. The Second Certificate of Merit was 
awarded to Mr Philip Brook, of Bradford; the Third 
Certificate of Merit to Mr Frederick Leonard Evans, 
of Bedford; the Fourth Certificate of Merit to Mr 
Pestonji Mancherji Narielvala, of Calcutta, and the 
Fifth Certificate of Merit to Mr Peter Robert Cooper, 
of London. 

In the Intermediate examination, honours were 
awarded to eight candidates, the First Place Certificate 
and First Prize being gained by Mr Edward 
Darbyshire, of Manchester. The Second Place 
Certificate and Second Prize were awarded to Mr 
Dennis Olphert Dodridge, of Newbury, and the 
Third Place Certificate and Third Prize were 
awarded jointly to Mr Jack Bernard Guest, of 
London, and Mr John William Alexander Dennison, 
also of London. 

A list of the successful candidates in the Final 
(Parts I and II) examination, and in the Intermediate 
examination, together with a complete summary of 
the results, appears elsewhere in this issue. 


The Institute of Municipal Treasurers 
and Accountants’ Examinations 


A total of 960 candidates sat for the examinations cf 
The Institute of Municipal Treasurers and Account- 
ants held last May, and of these, 24 per cent were 
successful. Eighty-seven candidates (20 per cent) 
passed Part A of the Final examination, while 51 
(34 per cent) were successful in Part B. In the 
Intermediate there were 92 (25 per cent) successful 
entrants. 

Prizes will be awarded on the combined results of 
the May examinations and those to be held next 
November. A list of the successful candidates in the 
two parts of the Final, together with a summary of 
the complete results, appears elsewhere in this issue. 


Bank Deposits in June 


The main feature of the bank returns for June is the 
large increase in deposits coupled with a decline in 
bank advances. The reason for the higher deposits is 
the seasonal increase in the Government’s deficit 
which has been financed by the issue of further 
Government paper. The upward' movement is in 
fact considerably larger than at the same time a year 
ago. At this time in 1951 deposits increased by 
£71 million. This year they were up by £161 million. 
The clearing banks’ holding of Treasury Bills has 
gone well up in the same period. 


S0 far as advances are concerned, last month there 
was a fall compared with May of £30 million while 
at the same time a year ago there was an increase of 
£89 million. There has also been a fall in banks’ 
holdings of commercial bills over the same period. 
To some extent the former decline has been due to 
the repayment of advances by the British Electricity 
Authority but the move is larger than can be accounted 
for by this fact. It would seem that a more stringent 
credit policy is holding advances in check. 

Another feature of the figures is the rise of deposit 
accounts. The total is up by £92 million on the month. 
It is tempting to see in this increase the effect, on the 
one hand, of a higher rate of interest paid by the 
banks on deposit accounts and, on the other, of a 
preference of large investors to stay liquid until the 
downward trend of gilt-edged and other market 
prices has in their opinion spent itself. 


The Terms of Trade 


There is no doubt that a substantial change of the 
terms of trade, that is of the relative position of 
import and export prices, in this country’s favour 


would do more to help our balance of payments’ 


position than any one other single factor. There is 
already a sign that the tide may have turned but if 
the ebb has set in it is as yet scarcely perceptible if 
full account is taken of the trend of all import prices. 

There is no doubt that taken as a whole, during the 
month of June, the terms of trade moved slightly in 
this country’s favour. Import prices moved slightly 
down. A recent downward trend of export prices 
was halted. This fall in imports was due to a slight 
further decline in the import prices of raw materials 
(this fall was less than it had. been previously, unfor- 
tunately) and to a levelling off in the price of imported 
foodstuffs. It is therefore of critical importance 
whether this levelling off in the price of imported 
food is continued or can even be carried forward as a 
small continuous decline. Certain imported finished 
products which have shown a persistent tendency to 
increase in price will make a contribution to defence 
and exports. But it is this large section of foodstuffs, 
which may incidentally play an important seasonal 
role in an adverse direction in the third quarter of 
this year, which remains critical. | 


Lower Tin Production 


The production of tin, an export in which the sterling 
area is vitally interested, is thought to have fallen off 
slightly in the first half of this year compared with 
the same period of 1951. With this estimate as a 
guide producers expect that there will be a slight 
surplus of tin on the world market this year which 
will find its way into the United States stock pile. 
This may be so but it brings with it no expectation 
of an increase in the world price of the metal. The 
most that can be hoped for, in consequence, if these 
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statistics prove to be accurate is a comparatively 
higher rate of purchase by the United States in the 
middle and late months of this year compared with 
the same period of last year. This would, in fact, not 
be difficult to achieve since there was practically a 
cessation of American purchases for some time last 
year. In other words there is some likelihood of larger 
earnings of scarce currency by tin exporters compared 
with last year — if the tin can be produced. 

To judge from the figures of the first half of the 
year, however, the industry in Malaya and Bolivia is 
likely to benefit less from any stable market conditicns 
than that in Indonesia. Production in that country is 
forging ahead while Bolivia recovers from a revolu- 
tion and development in Malaya is hampered by the 
activities of terrorists. 


Falling Materials Prices 


The decline in the prices of basic materials which 
has been going on ever since last November was 
continued during June. Last month, the Board of 
Trade index fell by a further 2:4 points to 159°7 
(June 30th, 1949, is оо). The index is now at its 
lowest level since September 1950. Prices of zinc, 
lead, cotton, jute and timber were all down, although 
they were to some extent offset by increases in copper 
and hides. 

Food prices, however, were one per cent higher 
on the month so that there was no relief to the 
pressure on the cost of living so far as the cost of 
food is concerned. Relief from this source would, 
of course, be most welcome as an argument for 
dealing with wage increases which are not related to 
higher output. 

Among the materials which increased their prices 
over the month, wool and copper were outstanding. 
This can be regarded as something of a mixed 
blessing, for although higher prices in these cases 
affect the cost structure of British industry, both 
these commodities are important hard-currency 
earners. 

Freight Rates Fall Resumed 


Some months ago it was possible to say that although 
there was a noticeable easing of freight rates com- 
pared with the high levels in operation during the 
summer of last year, there was little prospect of a 
return to the low levels of 1950 and that tramp owners 
could probably rely for some time on a fairly re- 
munerative level of rates. These things are said with 
less confidence at the moment. After a steady spell 
during May the index of the Chamber of Shipping 
has now resumed its serious downward movement 
which had been gathering momentum during the 
late winter and early spring. 

In June the index was down to 99:1. In May last 
year it was around 203. The drop has therefore 
been dramatic and at its present level it is within 
reach of the low average of 80 which obtained in 
1950. Tonnage is already being laid up since many 
owners are finding that it is not remunerative to keep 
ships in operation at current rates. 
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Sterner Measures to Come 


When the Prime Minister announced in the House 
of Commons last week that there would be a debate 
on the economic situation before the House adjourned 
for the summer recess, a debate in which the Govern- 
ment would announce certain broad plans for 
further defending the position of sterling, there was 
an immediate unfavourable reaction in the markets. 
'There would have been more ground for surprise if 
there had been a sudden announcement of economic 
recovery which would have justified the buoyant 
state of markets until the later days of last week. 
There is nothing in the promise of a debate and 
sterner measures which should come as unexpected. 
The second quarter has gone, taking with it any 
prospect of an accumulated seasonal surplus of gold 
and dollars. The third quarter is in and with it comes. 
seasonal heavy drafts on the sterling area's reserves 
to pay for imports. Not only was there no surplus in 
the second quarter, there was in fact a large loss if 
defence aid from the United States is omitted, and 
even when this is taken into account there remained 
a small deficit. The trade deficit with the E.P.U. 
nations was as large in June as it was in May. | 
It would clearly be suicide for this country to sit 
back now and expect something to turn up. Some- 
thing may turn up in the shape of better terms of trade, 
but it would be irresponsible to work on any other 
basis than to expect the worst to happen and to hope 
for the best. This autumn will be a serious testing 
time for the economy, for there are practically no 
reserves to call upon to act as a cushion. Being fore- 
armed in this knowledge and in the size of the 
problem is now the biggest asset we possess. 


Developments in Styrene 


One of the problems facing paint manufacturers in 
the years immediately after the war was how to 
develop a paint drying oil in place of linseed oil 
which had achieved a prohibitive price. One of the 
answers to this was the joint enterprise undertaken 
by Lewis Berger the paint manufacturer and 
Petrochemicals Ltd which had specialized since the 
war in developing a particular group of oil-based 
chemicals. 

This week it has been announced that Pinchin 
Johnson and Associates have joined with the first 
group to pool patents in the manufacture of styrene. 
About four years ago, Lewis Berger and Petro- 
chemicals formed a company called Styrene Co- 
Polymers to develop high ketone petroleum fractions. 
The addition of the interests of Pinchin Johnson to 
the first group means that styrene manufacture in 
this country is now backed by the resources of two 
large paint manufacturers. The association of these 
two groups shoyld give styrene production access 
to a pooled library of patents and to the inter- 
national outlets of both groups when it comes to 
marketing styrene — а consideration of importance 
when it comes to trying to obtain the economies of 
large scale production. 
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FINANCE AND COMMERCE 


Renewed uncertainty over the prospect of further 
economic and monetary restrictions has halted the 
stock market’s rally What small and selective 
investment demand there was has dried up and 
professional activity has been concentrated once 
again in the Foreign Bond market. Conditions seem 
likely to remain quiet until after the August holiday. 


Gossard 


This week’s reprint gives the accounts of Gossard 
Limited, a name well known in connexion with 
corsetry and the like. This company is under the 
chairmanship of Mr B. M. Lindsay Fynn, Е.С.А., 
who concludes his statement with the accounts with 
a table of profits covering four years. We have in- 
cluded this table in the reprint. 

The table boils the position down to what we feel 
is the essence of the company's performance as seen 
by the man-in-the-street type of shareholder – the 
size of the dividend and the extent of the earnings 
expressed in comparable form. In this case, the com- 
pany has paid a regular 18 per cent, with earnings 


in the last year equivalent to just on 7o per 
cent. 

'The business, however, has felt the effect of the 
textile slump and the last four months, Mr Lindsay 
Fynn wrote in hisstatement, haveseen a serious decline 
in orders and deliveries. At the company's annual 
meeting held recently he said that on the basis of 
current trading the net figure available to the parent 
company was likely to be much lower, probably in 
the neighbourhood of one-half as compared with the 
year under review. 

There is still some six months of the company's 
financial year to run and a firm estimate of the full 
result obviously cannot be made under existing 
conditions. Meanwhile the position as a whole is 
considered ‘not unsatisfactory’. 


Whessoe 
A new form has been adopted this year for the annual 
publication of Whessoe Limited, a company which, 
under the chairmanship of Mr H. G. Judd, c.a., is 
responsible for such large-scale contracts as the oil 
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1950 
£ Share Capital and Reserves – £ 
Authorized: 
150,000 5} per cent Cumulative Redeemable 
Preference Shares of £] each ss . 150,000 
1,000,000 Ordinary Shares of 5s each ne + 250,000 000 
"£400,000 
Issued: 
150,000 5} per cent Cumulative Redeemable 
Preference Shares of £1 each, huy paid . 150,000 
Less Shares Redeemed — .. s 1 8,450 
144,200 Outstanding . . 141,550 
156,250 625,000 Ordinary Shares of 5s each, fully paid 156,250 
300,450 297,800 
Capital Reserves: 
40,012 Preference Share Redemption Reserve 42,662 
1,528 Preference Share Redemption Fund IM 423 
31,235 Share Premium Account a. .. 31,235 
61,268 Revaluations Fixed Assets, 1947 V. .. 61,268 
134,043 135,588 
Revenue Reserves and Undistributed Profits: 
27,576 General, Stock and Other Reserves £27,576 
$ Add Profit from Investment .. 335 dan 
33,000 Future Taxatlon, 1952-53 А ia es 32,000 
38,344 Profit and Loss Account 45,039 
10,312 Proposed Final Dividend of 12 ‘per cent, less” 
Tax, on Ordinary Shares d fs Е А 
109,232 114,794 
$43,725 548,182 
195,000 Unsecured notes 4$ per cent, 1953-68 195,000 
` Current Liabilities and Provisions — 
79,349 Sundry Creditors and Accrued Charges 66,074 
2,083 Unclaimed Dividends .. xs 322 
12,606 Bank Overdrafts (Secured) E КЕ 66,725 
1,472 Provision for Repairs and Dilapidations 1,772 
3,000 Provision for a Contingent Liability 3,750 
30,529 Taxation — Profits Tax to December Bist, 1951, 
-~ | and Income Tax to 1951-52 . 8,035 
—  .  |nterim Ordinary Dividend, less Tax (paid 1952) 4, 922 
129,039 x 201,600 
B. M. LINDSAY FYNN А | 
A. G. SAMBROOK }oirectors, 
W. A. DORMER, Secretary. 
£867,764 у: £944,782 












































1950 
£ Fixed Assets – £ £ 
Partly at valuations in 1947 and partly at cost, 2 
D plus net subsequent additions, at Cost: 
45,427 Freehold Factories etc. ES dd .. 46,230 
Aggregate Depreciation .. (та .. 4,549 
— 41,681 
44,613 Plant and Machinery .. sé а .. 48,488 
- Aggregate Depreciation .. P .. 15,426 
33,062 
21,501 Furniture and Fixtures, Warehouse Equip- 
ment, etc... .. 2% »«. 21,381 
Aggregate Depreciation vé ae .. 5,855 3 
15,526 
7,299 Motor vehicles P ROS $e .. 8,085 
Aggregate Depreciation .. .. +. 7,692 
—— 393 
118,840 , : 

24,226 Aggregate Depreciation to December 3ist, 

94,614 90,662 
109,10 Goodwill ~ Gossard Ltd, at Cost ae 109,100 
203,714 199,762 
126,151 Trade Investments, at Cost .. 126,151 

(Quoted Market У шея, 1230, £95, 536) ` 
г, £88,566 
Current Assets — 
3,059 Cash at Bank and in Hand .. 1047 
85,460 Sundry Debtors and Prepaid Бата. less : 
Reserve for Bad Debts, £5,926 . 66,212 
Stocks of Finished Goods, Materials and 
Samples, at or under Cost as certified by 
220,802 officials of the Company a .. .. 313,455 
309,321 380,714 
Investments in Shares cf and amounts due from 
Subsidiary Companies — 
217,647 Shares, at Cost А M .. 218,668 
10,931 Current and Loan Accounts due 
from .. Ы £77,622 
Less Owing by 58,135 
19,487 
228,578 238,155 
£867,764 £944,782 
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tanks at the Fawley refinery and the Butane storage 
spheres at the ‘Shell’ refinery at Stanlow. These works 
are the subject of some very striking photos included 
with the accounts. The accounts are in vertical form, 
the balance sheet in particular supporting our con- 
tention that there is an art in setting out narrative 
and figures in a way that comes easily to the eye. 
The company made an issue to stockholders in 
March of 400,000 5s shares at 15s which were not 
allotted until shortly after the closing of the bocks on 


March 31st. The new capital, however, has for con-: 


venience and clarity, been included in the balance 
sheet, the balance of £281,252 receivable on March 
31st in respect of the new shares being included under 
current assets. 
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With these accounts, the company completes the 
provision of £150,000 which, it is reckoned, suffices 
to cover the accrued proportion of the cost of replace- 
ment of assets in excess of depreciation accumulated 


. to date. There is no separate reserve for this purpose, 


the accumulation being made in the form of a transfer 
to general reserve of {100,000 which raises the 
reserve to £600,000, the amount of the issued ordi- 
nary capital. It would be useful in future accounts 
if the balance sheet recorded the fact that the pro- 
vision has been made. General reserve is not normally 
the situation for such provisions as this. 


- Leather Prices 


. An indication of the way in which prices for many 


GOSSARD LIMITED 
Consolidated Balance Sheet of the Group as at December 3156, 1951 




















1950 
£ NES £ £ 
Share Capita! and Reserves – 
Authorized 
150,000 5$ per cent Cumulative Redeem- 
able Preference Shares of £1 each . 150,000 
1,000,000 Ordinary Shares of 5s each .. 250,000 
5 £400,000 
Issued: 
150,000 54 per cent Cumulative Redeemable 
Preference Shares of £1 each, fully paid 150,000 
Less Shares Redeemed.. .. .. 8,450 
144,200 Outstand 141,550 
156,250 625,000 Ordinary Shares of 5s each, fully 
paid За .. 156,250 
300,450 297,803 
Capital Reserves – 
40,012 Preference Share Redemption Reserve .. 42,662 
1,528 Preference Share eed lacing Fund.. as 423 
31,235 Share Premium Account . 31,235 
Џ 13, 594 Revaluations and Pront on Sale of Fixed 
Assets, etc. .. 114793 
» 2,436 Exchange Difference" “on Revaluation of 
Assets of Subsidiary Company at De- 
valuation Rate «а А .. 2,436 
188,805 191,549 
Revenue Reserves and Undistributed Profits – 
32,705 General, Stock and Other Reserves. . .. 34516 
51,914 Future Taxation, 1952-53 .. == .. 43,984 ._ 
Profit and Loss Accounts — 
38,344 Gossard Ltd . " 45,039 
51,851. Subsidiary Companies .. 87,717 
90,195 132,756 
10,312 Proposed Final Dividend of 12 per cent, less 
Tax, on Ordinary Shares .. . 9,844 
185,126 SOM 221,100 
674,381 ` 710,449 
195,000 Unsecured Notes, 44 per cent 1953-68 195,000 
13,204 Unsecured Loans (Subsidiaries) .. . .. 9,714 
25,326 Mortgages on Properties .. 5,102 
66,228 Minority Interests, including Reserves and 
Undistributed Profits . 96,430 
Current Liabilities and Provisions — 
135,537 Sundry Creditors and Accrued Charges . 137, 073 
2,283 Unclaimed Dividends . 2 322 
41,701 Bank Overdrafts (Partly Secured) : 169,493 
4,269 Provision for Repairs and Dilapidations, less 
executed £1 ,2' 3,653 
3,000 Provisions for a cee Liability” 3,750 
63,092 Taxation ~ Profits Tax to December 3lst, 
1951, and Income Tax, 1951-52 .. .. 116,682 
— interim Dividend paid tn 1952 ve .. 4,922 
249,682 435,895 
B. M. LINDSAY FYNN 
А. G. SAMBROOK directors. 
W. A. DORMER, Secretary. 
£1,223,821 £1,452,590 
































1950 
£ £ £ 
-Fixed Assets — 
Partly at valuations in [947 and partly at cost, 
plus net subsequent additions, at Cost: 
208,211 Freehold Factories etc. .. es .. 186,366 
Aggregate Depreciation ès .. 9,399 
176,967 
18,595 gy esi = Ss .. 18,977 
regate epreclation dà 
— 16,261 
160,317 Plant and Machinery — .. es .. 166,966 
Aggregate Depreclation ad 247 
— 122,181 
37,342 Furniture and ped: Warehouse 
Equipment, eus i vis . ae 
regate Depreciati on ? 
Latins P 30,977 
28,189 - Motor Vehicles .. . 25,384 
regate Depreclation 15,418 5 
452,654 ' 
80,737 . Aggrecate рерге згвов to December 
st, .. .. .. – 
371,917 356,352 
109,100 Goodwill – Gossard Ltd, at Cost is 109,100 
Add Excess of Cost of Investments in Sub- 
sidiary Companies over Book Value of 
31,920 Net Assets . 31,873 
Less AmountW ritten Off Subsidiary 
mpany .. 3,516 
28,357 
141,020 137,457 
443 Development Account (Subsidiary Company) 443 
Less Amount Written Of .. 223 А 
1,115 Formation Expenses (Subsidiary Companies) 1,115 
514,495 495,144 
129,788 Trade Investments, at Cost .. 129,788 
{Quoted Market Values, Group, 1950, #97; 248 
1951, £90, 166 
Current Assets – 
17,739 Cash at Bank and in Hand .. .. 15,336 
144,665 Sundry Debtors and Prepaid Expenses, | 
Reserve for Bad Debts (Group, £8, 495) ... * 120,813 
5 Stocks of Finished Goods, Materials ‘and 
Samples, at or under Cost, as certified by 
416,434 officials of the Companies . . 691,509 
00 Loans to Officer of Company (Subsidiary) .. -— 
579,538 827,658 
* 
£1,223,821 £1,452,590 
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raw materials have come down from last year's peak 
is given by Mr W. H. Chamberlain, chairman of 
W. W. Chamberlain (Associated Companies) Ltd. 
This company, through its subsidiaries, is in the 
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the present quotation of 36d per Jb for tanned hides 
as compared with 115d in April last year. Mr 
Chamberlain says he has never known such conditions | 
in his forty years’ experience ~ conditions more drastic 










































































leather trade, its main raw material being East Indian and far reaching than even the slump of 1920-21. “ 
tanned hides and skins. The extent of the fall in Still further improvement has been made this year 
prices in this sphere is shown, says the chairman, in in the appearance of this company’s publication 
GOSSARD LIMITED 
Consolidated Profit and Loss Account for the year ended December 3lst, 1951 
1950 1950 
£ To Remuneration of Directors of Gossard Ltd: £ £ £ By Trading Profit (Including Miscellaneous Income) £ 
800 Fees .. 650 after charging all expenses except those per contra 
Other Emoluments (Including Commission 216,426 and making reserves for doubtful accounts .. 251,065 
17,362 on Group Profits (£10,537 8s 8d)) 17,893 23  , Transfer Fees .. И 2 3l 
4,497  ,, Interest on Trade Investments (Gross). e 058596 
18,162 18,543 
» Allocation to Provision for Contingent 
750 Liability .. РА Jé = 5 750 
29,101 ,, Depreciation .. 30,159 
„ Transfer to Provisions for r Repairs and 
2,254 Dilapidations E а E 1,080 
1,276  ,, Auditors’ Fees 1,317 А у 
» Interest on 44 per cent Unsecured Notes Г 
6,698 (Gross) : i => 8,775 
1,000 ,, Interest on Mortgage Loans 487 
è » Provision for Unrealized Profit on Stocks 
489 sold within the Group .. =. . 183 
160,916 — ,, Balance carried down ie .. v 194,398 
£220,646 £255,692 £220,646 £255,692 
£ £ £ £ £ * 
To Taxation on Profits for the Year to 48,028 By Balance brought forward January Ist, 1951 
December 3152, 1951: Gossard Ltd vs ie .. 38,344 
19,435 Profits Tax .. Ex ae y .. 24,050 Subsidiary Companies. s ii .. 51,85! 
51,682 Income Tax .. 43,893 90,195 
Taxation and Private Company" 5 Levy, 160,916  ,, Balance brought cown sd ааб 194,398 
10,000 South Africa  .. m T .. 24,255 1,324  ,, Tax Reserves in excess of requirements and 
——- Tax Refunds — У 
92,194 „ Tax Recovered in respect of deduction from 
Tax Under Provided Previous Year .. 3,474 — Final Dividend at 9s 6d, less 9s provision .. 469 
—— » Profit on realization of an Investment (in р 
81,17 95,658 course of Liquidation) and Building Re- 
10,684  ,, Interests of Minority Members .. ate 31,405 — pairs Reserve not required. . $4 s 735 
» Transfer to Preference Share Redemp- Less Transferred to Revenue Reserves .. 735 
1,500 tion Fund .. 1,500 a У 
» Amount Written он Development Ex. — » Profit on Realization of Fixed Assets .. 1,199 
penses (Subsidiary Company)  .. ie 223 Less Transferred to Capital Reserve .. 1,199 
„ Amount Written Off Goodwill .. 1. 3,516 — oe 
А — 3,739 Surplus on Settlement of War Damage 
923  ,, Special Reserve re Lease .. £1,076 455 Claim.. a oom 
» Special Reserve re Lease 455 Less Transfer to Capital Reserve .. om 
19 (minority interest) .. ss if — mn Sees оте: 
—— 1,087 
» Dividends: 
4,362 Preference Dividend, less tax .. +... 4,140 
Ordinary Dividends – 
5,156 Interim — 6 per cent, less tax .. 4922 
Provision for Final Dividend 12 per cent, 
10,312 less tax .. Pe xis $3 .. 9,844 
19,830 18,906 
» Balance as per Consolidated Balance Sheet: 
38,344 Gossard Ltd .. Ss S Vs .. 45,039 >- 
Subsidiary Companies — 
Undistributed Profits for í 
33,085 the year . 35,867 4 
Brought forward January 
18,766 Ist, 1951 m es 51,851 
90,195 132,757 
£210,268 £285,062 £216,268 £285,062 
1948 f 1949 é 1950 1951 
dssued Ordinary Capital i З ix А 156,250 156,250 156,250 156,250 
‘Trading Profit (excluding Minority interest) .. EN К 92,059 97,502 179,089 197,101 
Less Depreciation EE i. E E 23,294 25,012 29,101 30,159 
Unsecured Note Interest . - ~. nh аж Е -— 6,797 6,698 8,775 
Taxation .. m - =e РА Ke EN 33747 39,658 79,793 95,199 
57,041 71,467 115,592. ———— 134,133 
Net Profit available for Dividends ` J : 56 e 35,018 26,035 63,497 62,968 
Less Preference Dividend and Redemption .. zs МА 5,989 5,950 5,862 ,640 
£29,029 £20,085 £57,635 £57,328 
Percentage earned on Ordinary Shares .. ve жа ša 33-78 23:37 67-06 69:88 
Percentage раја on Ordinary Shares .. oe РА m 18 18 18 18 
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which includes pictures in colour of some of the 
company’s work. 

— We understand that the directors have had under 
consideration the adoption of vertical form for the 
accounts but feeling that such a change should not 
be made without notice, deferred the matter until 
next year. In his statement, the chairman says: ‘I do 
not consider that the present method of presentation 
brings such figures out to the best advantage. We 
shall therefore make changes in the form of our 
accounts.next year.’ As we have indicated in another 
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context, however, the essence of good presentation 
is not solely in the shape of the balance sheet or 
profit and loss account but very much in the way the 
space is used. 


Money Market 


An increase of £7,700,000 to £322,910,000 was seen 
in total Treasury Bill applications on July 18th. The 
market maintained the bid at £99 7s 8d but obtained 
only 59 per cent of requirements against 68 per cent 
previously. The average rate was [2 gs 3:884 per cent. 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


a Double Taxation Relief 
Sir, - A widow, receiving housekeeper allowance, in 
1950—51 had: Local Tax 


Gross at 
£ га 
British income .. E .. I,000 
. Candian income: 
Company A. . 30 86 
5, В... 7 is 50 5 8 


5 Саны 40 

Our computation, zn accordance with an authorita- 
tive text-book, gives a very different result from that 
arrived at by H.M. Inspector of Taxes. We shall be 
glad if any of your readers, with experience of double 
taxation relief claims, will kindly indicate, with 
example, the method usually adopted. 

Yours faithfully, 
D. Т.К 


fe 


Hire-purchase Repossessions 
es — I refer to a letter from ‘Taxi’, which appeared 
in your issue dated July rath, 1952. 

'The entries on the balance sheet of the garage 
business will be determined by the nature of the 
arrangements made by the proprietor, in respect of 
the cars he sells on hire-purchase. 

In the case referred to, it appears likely that when 
a person agrees to buy a car on hire-purchase, the 

E garage proprietor sells it outright for cash to a finance 
company, with a proviso that in the event of default 

. by the hirer, and subsequent repossession by the 
finance company, the garage proprietor will buy back 
the car, at a price equal to the original selling price, 
plus interest and charges, less amounts already paid 
by the hirer. 

Each sale is therefore a normal sale, so far as the 
garage business is concerned. Proper provision should, 
however, be made for possible losses which will be 

ду suffered in the event of repossession. When a car is 
` repossessed, the finance company will be credited 
with the price. In this case, ‘hire-purchase reposses- 
sions’ is credited. A ‘car purchases account’ appears 
to have been debited, and presumably, unsold re- 
possessed cars included in 'stock-in-trade' on the 
„balance sheet. It might be better to debit a special 


asset account with the cost of repossessed cars, 
together with costs incurred in renovating them. 
Sales of such cars would then, of course, be credited 
to this account, and the resultant profit or loss trans- 
ferred direct to ‘profit and loss account’. The balance 
on the special account would then be shown separately 
on the balance sheet under ‘current assets’. 
Yours faithfully, 
Prestwich, Manchester. R. N. BURTON. 


‘ London and District Society of Chartered 
Accountants: Discussion Groups 


бік, - Many of your readers will no doubt have 
received a copy of the circular letter, dated June 26th, 
issued by the London and District Society of Char- 
tered Accountants. From this circular it will be noted 
that I have been asked to act as temporary convenor 
for the South East London group. As my address is 
in Catford I feel that there may be some doubt as to 
the probable meeting place of the group. It has been 
decided that a site conveniently placed to London 
Bridge Station would be most suitable for all con- 
cerned and negotiations are in progress for a suitable 
room quite close to the Monument. 

If, therefore, tnere are any members of the London 
and District Society of Chartered Accountants who 
have so far refrained from expressing interest in the 
formation of this group owing to doubts as to its 
probable meeting place, I should be much obliged 
if they would write to me immediately. A number of 
members have already written and expressed interest 
and it is hoped to call a preliminary meeting in due 
course. Further meetings will probably be held once 
a month on Wednesday evenings at 6.30 p.m. 

In order to avoid any misunderstanding, I must 
make it quite clear that these discussion groups (of 
which it is hoped to form several in various parts of 
London) are an activity of the London and District 
Society of Chartered Accountants, and, as such, are, 
at any rate for the moment, open only to members of 


that Society. — | yours faithfully, 
. HENRY S. HARDWICK. 


12 Catford Broadway, SEG. 
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A full report of the cases summarized in this column will be published, with Notes on the Judgments, 
in the Annotated Tax Cases. 


In re Lambton’s Marriage Settlement 


In the Court of Appeal 
May 28th, 1952 
(Before THe Master oF THE RoLLs (Sir RAYMOND 
EvznsHED), Lord Justice BIRKETT and 
Lord Justice RoMER) 


Estate duty — Settlement – Annuity to wife and rest of 
income to husband — Whole income payable to survivor — 
Death of husband — Whether entirety of fund passed 
on his death — Succession Duty Act, 1853, Section 38 — 
Finance Act, 1894, Sections 1, 2, 5(3) — Finance Act, 
1938, Section 48. 

By а marriage settlement the trust fund was settled 
to pay out of the income an annuity of £400 to the 
wife, and to pay the balance of the income to the 
husband, and, subject thereto, to pay the income to 
the survivor of the husband and wife for life, with 
remainder to the children of the marriage absolutely. 
The husband died and was survived by his widow. 
The value of the trust fund was then about £17,000, 
and the capital value of the wife’s annuity was about 
£11,000. 

The Inland Revenue claimed estate duty on the 
entirety of the trust fund on the ground that the whole 
fund passed on the husband’s death. It was contended 
on behalf of the trustees that estate duty was not 
payable upon the entire fund, but upon that slice of 
it that would be left after deducting a sum repre- 
senting the capital value of the wife’s annuity. 

„Неја (affirming the judgment of Mr Justice 
Harman), that the whole fund passed on the hus- 
band’s death, and that by reason of the terms of 
Section 48 of the Finance Act, 1938, no deduction 
was allowable in respect of the wife’s annuity. 


Corporation of London (as Conservators of 
Epping Forest) v. Commissioners of Inland 
Revenue _ 


In the Court of Appeal 
May 28th, 1952 
(Before Tae Master oF THE RoLLs (Sir RAYMOND 
Eversuep), Lord Justice BIRKETT and 
Lord Justice Romer) 
Income-tax — Charity — Payment to charity under 
statute — Such yearly sums as might be necessary — 
Whether annual payments — Epping Forest Act, 1878, 
Sections 3, 32, 33, 39, 41, 42 ~ Ingome Tax Act, 1918, 
Case ПІ, Rules та, 2 (x) (b), 2 (2), General Rule ro. 
Between 1871 and 1:878 the Corporation of the 
City of London spent about £250,000 in acquiring 
manorial and other rights in Epping Forest for the 
purpose of constituting the Forest as an open space 


for the benefit of the public. By the Epping Forest 
Act, 1878, a private Áct passed at the instance of the 
Corporation, it was provided that the Forest should 
be managed by the Corporation as the Conservators 
of Epping Forest, and the duty was placed upon the 
Conservators of preserving and maintaining the 
Forest as an open space for the recreation and enjoy- 
ment of the public. The Conservators’ revenue came 
from a number of sources, such as rents, licence 
fees, tolls, sales of wood and fees for playing on a 
golf course in the Forest area. 

Section 39 (1) of the Epping Forest Act, 1878, 
requires the Corporation from time to time to con- 
tribute to the capital and income of a fund, to be 
called the Epping Forest Fund, such moneys as shall 
be necessary out of the City of London grain duty or 
from other sources, and the subsection goes on to 
direct as to what other items are to be credited to the 
income of the Fund. The City of London grain duty 
ceased in 1902, and since then the Corporation has 
contributed, under Section 39 (1), out of its own 
resources. Section 41 (2) requires the Conservators 
to 'apply the income of the fund in payment of rents, 
salaries, taxes, insurances and other current expenses 
attending the execution of their powers and duties. 


. By Section 42 the accounts of the Conservators , 


have to be audited yearly, and a copy has to be avail- 
able, free of charge, to any person interested in 
Epping Forest. 

Section 31 of the Act establishes | a committee, 
called the Epping Forest Committee, which consists 
of members of the Common Council and the verderers 
of the Forest, and thé committee exercises all the 
powers of the Conservators. The payment made by 
the Corporation during the accounting period ended 
March 31st, 1949, under Section 39 (1) of the Epping 
Forest Act, 1878, was £16,006 3s 4d, and in making 
this payment the Corporation deducted £7,202 155 6d 
for income-tax. It was admitted that the Conservators " 
of Epping Forest were a separate body of persons 
from the Corporation and that they were a charity. 

It was contended on behalf of the Conservators 
that the £16,006 3s 4d was an annual payment within 
Case III of Schedule D; that in making the payment 
the Corporation was entitled under General Rule 19 
to deduct income-tax at the standard rate; and that 
as the Conservators were a charity, they were entitled 
to repayment of the sum thus deducted. The Special 
Coramissioners decided in favour of the Conservators' 
claim. 

Held (reversing the judgment of Mr Justice 
Donovan), that the £16,006 3s 4d was an annual 
payment, and that, therefore, the claim to repayment 
of tax was allowable. 


^ 
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THE ROYAL COMMISSION 
THE INSTITUTE’S EVIDENCE 


The Royal Commission on the Taxation of Profits and 
Income met in public on July 18th to hear evidence 
from The Institute of Chartered Accountants in 
England and Wales and the General Council of 
British Shipping. The meeting is discussed in a 
leading article in this issue: 

The Institute was represented by the President, 
Mr T. B. Robson, M.B.E., M.A., F.C.A., Sir Harold 
Howitt, G.B.E., р.5.0., M.C., БЕСА. and Mr W. Н. 
Lawson, C.B.E., B.A., F.C.A. І e 

The chairman, Lord Radcliffe, told them that the 
Commission were extremely grateful to the Institute 


for the two memoranda which it had submitted and . 


which the Commission had found most helpful.! 


Income Tax and Disincentives 


The chairman referred to paragraph (5) of the Insti- 
tute’s Memorandum A which states that P.A.Y.E. 
may contribute a little to absenteeism and reluctance 
to work overtime. He asked what was the Institute’s 
evidence for this. Mr Lawson said there were many 
members in industry who saw what went on, and they 
had district committees where such things were dis- 
cussed, There had been no circularization of members 
on the point. He did not put it more than tentatively. 

On paragraph (8) (effect of the rise in rates at the 
£2,000 point of earnings) Mr Lawson said it was hard 
to say whether this actually discouraged people from 
accepting responsibility. Not everyone worked only 
for money, but it certainly seemed inequitable that 
there should be such a sharp increase in combined 
rates of tax. Mr Robson said that many people thought 
the younger generation would be dissuaded by high 
taxation from equipping themselves for higher posts. 

As to risk-bearing, Mr Lawson said it was much 
more difficult to raise money for businesses with an 
element of risk than it had been pre-war. 


Profits Tax 


On paragraph (12) (a) of Memorandum A (effect of 
profits tax distribution provisions), Mr Lawson said 
the Institute was not in principle against tax dis- 
crimination in favour of undistributed profit but the 
profits tax on distributed profit was so very high that 
it distorted the financial structure of companies. What 
the Institute had in mind was that the income-tax 
standard rate might apply to distributed profit, with 
a somewhat lower rate for retained profit. He agreed 
with the chairman that there would be an enormous 
saving in administration cost and.time if the present 
three taxes could be replaced by a single compre- 
hensive tax. Sir Harold Howitt said that the con- 
tingent liability to withdrawal of non-distribution relief 
made the accountant's task very difficult. He had not 
come across many cases where liquidation had 
occurred with a consequent distribution charge. 

Mr Lawson said there were many cases where com- 
panies would have preferred to issue preference shares 
but were forced by profits tax considerations to issue 
debentures. The chairman said that the statistics 





4See The Accountant, March 22nd and 29th, 1952. 


quoted by the Institute showed no sudden increase in 
debenture issues until 1950. Mr Robson pointed out 
that in October 1949 there was an increase in the rate 
of tax on distributed profit. Sir Harold said that the 
years 1951 and 1952 showed an increased bias towards 
debenture issues. 


Computation of Taxable Profit 


The chairman referred to paragraph 13 of Memo- 
randum A which repeats the Institute's submissions 
to the Millard 'Tucker Committee on the principles 
which should be applied in computing profit for tax 
purposes. One submission is that legislation should 
provide for computation | 

‘in accordance with accepted accounting principles, the 

gross revenue being charged with the whole ‘expense 

incurred in earning revenue and with all other expenses 
or loss incurred for the purposes of the businéss or 
arising out of or in connexion with the conduct of the 
business’ 
(excluding retainable charges). Mr Lawson agreed 
with the chairman that such legislation would sweep 
away the case law on allowable deductions, and the 
chairman added that perhaps there were too many 
decided cases. Asked would not such legislation mean 
a heavy fall in tax revenue, Mr Lawson said the differ- 
ence would not necessarily be very great. Perhaps the 
largest single item would be provision for the replace- 
ment of commercial buildings which did not already 
qualify as industrial buildings. The chairman added 
that there would be a big change in mining profits and 
Sir Harold mentioned the amortisation of leases. 

Sir Harold said that until recent years gradual steps 
had been teken to bring taxable profit and accounting 
profit into line, by the various capital allowances. 
Recently, initial allowances had thrown a spanner into 
the works, and profits tax was a further step away. 


‘Accepted Accounting Principles’ 


The chairman asked whether there were sufficiently 
accepted accounting principles to do away with the 
need for regulations as to how profit should be com- 
puted. Mr Robson said there were, subject to divergent 
views on two matters. The Revenue, with their great 
experience, would not have much difficulty in admini- 
stering the new rule. If much litigation was thought 
likely, there could be provision for appeal to a Board 
of Referees. The greatest difficulties would be on stock 
valuation, depreciation, and directors’ remuneration, 
but these were matters of quantum rather than 
principle. Sir Harold said that a guiding principle 
would be to allow the cost of an asset over its useful 
life. He did not know of any points which were not 
covered by general principles. The Companies Act, 
1948, had helped by emphasizing the distinction 
between provi8ions and resérves. 

Mr Millard Tucker, Vice-Chairman of the Commis- 
sion, said that accounting principles were already the 
basis of profit computation; the income-tax rules 
simply eliminated certain deductions. The Institute’s 
proposal was in effect to abolish those rules. When 
Mr Robson said that the rules did not contemplate 
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depreciation allowances, which nevertheless were 
granted, Mr Millard Tucker said that it was the rule 
against allowance for loss of capital which excluded 
depreciation. That principle was first abrogated in 
1878 when wear and tear allowances were introduced. 

Professor Hicks, a member of the Commission, said 
that if until recently the Revenue and accountants 
‘were seeing eye to eye’, why did not accountants 
follow Revenue practice? Mr Robson said that account- 
ants’ methods were superior to those of the Revenue, 
who did not recognize the amortisation of leases or the 
deterioration of non-industrial buildings. Mr Carring- 
ton, another member, said that the tax conception of 
income was originally a cash conception. Such an 
obvious expense as advertising was disallowed in 1878, 
which showed how ignorant the Revenue then were. 

Sir Harry Gill, another member of the Commission, 
asked whether there were in fact universally accepted 
accounting principles. Mr Lawson said that there 
were. Sir Harry said there were clearly some points 
on which accountants disagreed with each other; if 
the proposal were accepted, some tribunal would have 
to decide those points. There was no body in existence 
which could conclusively lay down accounting prin- 
ciples. He caused some amusement by asking whether, 
if the Commission decided the controversy about 
accounting in changing price levels, the Institute 
would undertake to accept the decision as binding on 
accountants. The Institute representatives answered in 
the negative. 

Rising Price Levels 
The chairman referred to Head 21 of Memorandum B 
(reproduced in full in our issue of March 29th last). 
He described it as very interesting and as containing 
all that could usefully be said on the subject of account- 
ing in times of rising prices. It gave the arguments for 
and against and fully analysed tbe problem. 

Lord Radcliffe then mentioned paragraph 316 which 
stresses the fact that the present high rates of tax leave 
an inadequate margin of profit to meet replacements 
at higher price levels. Witnesses said that this effect 
was more marked with smaller businesses and those 
which, being subject to competition, could not push 
up their prices, The chairman said, ‘If you need more 
money to keep going, there is no reason why you 
should not increase your capital. Where does the 
pinch come?! Mr Lawson said it was extremely difficult 
for a small or medium-sized company to raise capital, 
at least in his own experience, Their shares were not 
easily sold and they were too small to interest the 
issuing houses. Mr Robson added that the difficulties 
had grown in the last few months since the change in 
Government financial policy. There was the I.C.F.C. 
and also two or three industrial development com- 
panies. There were fewer rich private investors than 
even ten years ago. Sir Harold said the issuing houses 
were considering how they could possibly help the 
small companies. Many had to raise funds for estate 
duty. 

Asked by Mr Kaldor, a member of the Commission, 
if they had considered the raising of,the profits tax 
exemption limit, Mr Lawson said he had not. Sir 
Harold said it would raise difficulties and might 
produce а terfdency to avoidance by splitting up a 
business among several companies. 


Stock Valuation 
Referring to the Institute's submission in paragraph 
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330 of Head 21, the chairman said there were several 
methods of stock valuation. He was told that all those 
methods in use here were evolved many years ago. 
LIFO was the only new method and it had not taken 
root here. Sir Harold did not know of a single case. 

Mr Millard Tucker asked whether, assuming that 
in accordance with the Institute's submission the tax- 
payer could choose his stock valuation basis, he should 
also be allowed to change it. When Mr Robson said 
that he should not change it without the consent of an 
impartial body, Mr Millard Tucker said, ‘What, 
another tribunal!’ Clearly, if the taxpayer chose LIFO 
and then prices fell he would want to change. Was it 
reasonable to leave the decision entirely to the dis- 
cretion of, say, the Board of Referees? Mr Robson 
said it would be a question of degree and Sir Harold 
said that as a member of the Board of Referees he would 
require a lot of shaking before he allowed a taxpayer 
to revert from Lro. Mr Millard Tucker said the 
change might involve a considerable loss of tax. It 
seemed unfair to the taxpayer who had not adopted 
LIFO in the first place that his contemporaries should 
get the best of both worlds. 

Mr Carrington asked whether the American LIFO 
rule was practicable here; it would seem from para- 
graph 330 that the Institute thought not. Witnesses 
said that if it worked in America it could presumably 
be made to work here. Mr Carrington remarked that 
taxpayers were attempting in America to be allowed 
to adopt market price if that was lower than LIFO. 
That would ‘remove the disincentive of LIFO’. 


Depreciation Allowances 


Mr Millard Tucker referred to paragraph 324 of 
Memorandum B which contains a suggestion to extend 
renewal allowances, any unabsorbed allowance being 
carried forward. He said this method would not meet 
the complaint that depreciation allowances do not 
permit the building up of sufficient funds for future 
replacements, Mr Lawson said it came to the same 
thing in the end; the taxpayer got half his money back 
when he made one purchase and he knew that the same 
thing would happen when he made the next. 

Asked whether the Millard Tucker recommendation 
of varying initial allowances was a reasonable one, 
Mr Lawson said the Institute did not approve of 
varying allowances for different industries depending 
on their national importance. Apart from that, initial 
allowance had an unfortunate history. There was no 
guarantee that it would be maintained and its with- 
drawal might be very embarrassing to a company with 
a heavy replacement programme. 

Mr Kaldor asked whether it was on grounds of 
equity that the Institute’s suggestion confined allow- 
ances to replacements. Sir Harold explained that if a 
large allowance was given on initial expenditure it 
might be necessary to follow it through to see whether 
replacement took place. That would involve admini- 
strative difficulties. Mr Lawson said that initial allow- 
ance was not granted on account of inflation but to 
encourage re-equipment; higher costs of replacing 
existing assets did not affect a new business. The 
question of how a new business was to be financed 
was a different matter. 


Income-tax Relief for Retained Profits 


The Chairman quoted the following paragraph from 
the Institute’s memorandum: 


ee 
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‘The giving of taxation relief on all retained profits 
would give rise to considerable practical difficulties, 
particularly in relation to businesses carried on by ir.divi- 
duals and partnerships. These difficulties led to the view 
that it might be necessary to relate the relief to expendi- 
ture on fixed assets instead of to retained profits as such 
in which case the relief would become similar in principle 
to the other two types mentioned in the memorandum to 
the Millard Tucker Committee, namely the adaptation 
of initial allowances and fixed asset replacement allow- 
ances.’ 

Mr Lawson said the Institute did not say that relief 
for retained profits should necessarily be given. The 
point was that if such relief was decided upon by the 
Commission, difficulties could be reduced in the manner 
suggested. Sir Harold said that if the relief were not 
limited in this way, elaborate machinery would be 
necessary to see that the profit was in truth retained, 
particularly in unincorporated businesses. In the case 
of companies the relief would inflate the value of their 
shares which could be sold. 


Oversea Profits 


Mr Millard Tucker took up the Institute’s suggestion 
that profits from businesses carried on abroad should 
be assessed on the remittance basis. Mr Lawson said 
they would prefer this to the Canadian system under 
which companies operating abroad were not assessed 
to income-tax, their dividends being charged in the 
shareholders’ hands, with a reduced rate of tax for non- 
resident shareholders. 


THE COUNCIL OF 


There appeared for the Council of British Shipping 
its president, Viscount Runciman, O.B.E., A.F.C., Mr 
A. F. Hull and Mr C. W. Aston, A.C.A. 


Ship Replacement 


Lord Runciman stressed that the Council's memo- 
randum concerned itself mainly with problems of 
asset replacement because it was of particular import- 
ance to shipowners. They had left to other organiza- 
tions the task of stressing other tax problems, although 
those problems also affected the shipping industry. 
He put forward two main propositions. First, deprecia- 
tion allowances should reflect the current cost of 
replacement. Second, the violent fluctuations in 
shipping profits from year to year should not have the 
effect of depriving shipowners of the allowances which 
they would otherwise get if their profits were more 
uniform. 

'The chairman asked whether the first proposition 
(depreciation on current replacement cost) could 
apply generally, e.g. to a service agreement which 
provided for remuneration as a percentage of profit. 
Mr Aston said it would not apply unless specifically 
agreed, and he knew of no such agreement. He agreed 
that restoration of initial allowance in full would go 
some way to meeting the Council, but it would not 
provide for a backward spread of allowance, which 
was what the Council wanted. 

Mr Millard Tucker said that the Council were 
asking for wear and tear allowance on an unrealized 
capital profit. Mr Aston said that was not quite correct; 
they were not concerned with the current price which 
a ship would fetch as a second-hand ship, but with the 
current cost of replacing it by a new ship. Mr Millard 
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Mr Millard Tucker said the remittance basis raised 
many problems, especially in relation to manipulation 
by the taxpayer. Would remittances made for the 
purposes of buying capital equipment or paying head- 
quarters staff be taxed? Mr Robson said the idea was 
to tax remittances of profits as such but he agreed 
that it was difficult to distinguish in some cases. There 
were not many individuals or partnerships trading 
abroad and they were of little importance in the 
economy. He agreed that in those cases the remittance 
basis might raise complications, such as borrowing 
from the business by a resident partner. 

Mr Carrington suggested that the basis might induce 
companies to leave profits abroad, and thus affect the 
balance of payments position. To get round that by 
legislation analogous to the company sur-tax provi- 
sions might be dangerous. Mr Lawson said that what 
the Institute had in mind, in general, was to encourage 
people to have their trading headquarters here, instead 
of moving or remaining entirely abroad. 


Capital Gains and Gambling 


Mr Millard Tucker said the Institute's memorandum 
was very clear about the problem of taxing capital 
gains but it said little about betting. Mr Robson said 
the taxing of gambling gains involved enormous 
administrative problems. Sir Harold said it would 
involve the Revenue in seeing that everyone kept a 
record of his betting transactions and Mr Lawson 
added that that would be a painful process for many. 


BRITISH SHIPPING 


' Tucker said they went beyond the true capital loss 
incurred in the year, they were asking for more than 
the amount of true capital used up. Mr Hull said it 
depended on what pounds it was measured in. Receipts 
were measured in depreciated pounds, the same 
should apply to depreciation allowances. 

Mr Carrington said that in the example given in the 
memorandum, a total of £500,000 allowances was 
given on a ship costing £400,000, although by the time 
the ship was replaced building costs had dropped 
back to normal. Mr Aston said it had to be remembered 
that there would normally be several ships and it was 
overall depreciation allowances which were important. 
Moreover, if revalorization began now, the industry 
would still have lost in respect of previous inflation. 
They did not agree to refunding depreciation allow- 
ances if replacement cost fell. They did not seek both 
initial allowance and higher depreciation allowances. 

Mr Crick, a member of the Commission, said that 
building capacity had been fully used since the war. 
Mr Aston said that much of this was for foreign 
shipowners. There could have been more British- 
owned ships. The position would get worse in the 
future, particularly in view of recent events. Some 
owners were already cancelling orders for new ships. 


THE FABIAN SOCIETY 


In our report,on pages 82 and 83 of our last week's 
issue, dealing with the oral evidence given on behalf 
of a group of members of the Fabian Society by Mr 
Austen Albu, M.P. and Mr Roy Jenkins, M.P., we 
regret that we inadvertently ascribed Mr Albu’s 
evidence to Mr jeune and Mr Jenkins' evidence to 
Mr Albu. 3 
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Results of Examinations held in May 1952 
FINAL EXAMINATION (Parts I and II) 


Honours Candidates (5) 


First Certificate of Merit and First Prize 
"bir Gerald James (Peplow & Co), Newton Abbott. 


` Second Certificate of Мег 
Brook, Philip (Firth, Parish & Clarke), Bradford. 
Fourth Certificate of Merit 
Narielvala, Pestonji Manchest Rooney with S. R. Batliboi & Co), 
alcutta. 


Third Certificate of Merit 
Evans, Frederick Leonard (Keens, Shay, Keens & Co), Bedford. 
Fifth Certificate of Merit 
Cooper, Peter Robert (Deloitte, Plender, Griffiths & Co), 
London. 


Candidates Passed (220) 


Abergavenny: Evans, Mavis (Dorrell, Oliver & Co). Bath: Shore, 
N. H. (Albert J. Pope & Son). Batley: Garnett, S. R, (Tom 
Jackson). Belfast: Ball, D. H. (W. Campbell Watson & Co); Reid, 
R. I. (Beattie & Graham); Spiller, M. M. (Hill, Vellacott & Bailey). 
Birmingham: Hussey, B. (Bowker, Stevens & Co); Pearsall, H. G. 
(formerly with Clement Keys & Son); Rigg, R. L. (Howard Smith, 
Thompson, & Co); Tustis, J. F. W. T. (Newton & Co). Blackburn: 
Lovejoy, R. C. (John Naylor & Son). Blackpool: Booth, J. A. 
(formerly with Bowman, Grimshaw & Co); Goodwin, R. B. 
уа Harling). Bombay: Kapadia, Р. J., B.com. (formerly with 

S. B. Billimoria & Co); Rao, G. K. (formerly with A. Seshagiri 
Rao); Tata, Y. H., 5. ds (formerly non S. B. Billimoria & Co). 
Bournemouth: RE: . R. (Clifford J. B rem Bradford: 
Benn, A. А. E. Ellison &. Co; Hutchinson, A. (Auker, 
pod & сена Searle, 5 R. (Armitage & Norton); 
Shaw, J. B. (Frank Dean); Sugden, D D.S. (Maurice Bailey & Co); 
Taylor, A. (Armitage & Norton). Brighton: Buckwell, E. К. 
Carpenter, Arnold & Turner); Pastwood,, F. A. (Walpole, 

arding, Vidgeon & Elliott); Hardman, E V. (Spain Brothers, 
Dalling & Co). Bristol: Galing; M G. (Sidney Poster & Sons). 
Bromley: Piper, H. N. (B. Grugeon & Co). 

Calcutta: Bennett, F. C. D. (formerly with Price Waterhouse, 
Peat & Co); Ghose, T. K., M.sc. (formerly with S. K. Basu & Co); 
Mitra, $. K., B.sc. (former! with G. Basu & Co); Nandi, J. N., 
B.A, (formerly with B. B. Chakravarti). Cardiff: George, H. G. 
(T. Wallace Williams & Co); Powell, D. L. AP Burford & Son); 
Radford, A. C. (Alfred D. Thomas); Tovell, (Ministry of 
Housing and Local Government). Cork: din P. J. (formerly 
with Stapleton & Co). Dartford: Oman, K. A. (Walter T. Mills). 
Derby: Cato, B. G. Nutt, Horne & Co). Doncaster: Rutherford, 
D. T. J. (Watson, Waddington & Sharp). Dublin: Blair, J. M. 
(Cooper & Kenny); Fahy, A. (Pelham Plunkett & Co); McCarry, 
G. F. (R. Stephen & Co); McKee, H. L. (J. A. Kinnear & Co); 
O'Farrell, S, A. (F. R. O'Connor); Wildgust, A. J. (J. A. Kinnear 
& Co). Dundalk: O' Connor, J. A. (Inland Revenue). Eastbourne: 
Gentleman, R. G. (Holmes, Price & Co). Eastleigh: Baker, D. R. 
(Beal, Young & Booth). Fleetwood: Dunn, C. H. (T. & H. P. Bec); 
Holland, J. J. (James Sutcliffe). Glasgow: Gibson, R. (City 
Chamberlain’ s Department). Great Yarmouth: Davis, J. G. 
(Borough ‘Treasurer’s Department). Grimsby: ЕПегЬу, В. 
(Forrester, Boyd & Co). 

Halifax: Wrigley, A. A. (Charles L. Townend & Co). Harrogate: 
Bell, F. (John Gordon, Harrison, Taylor & Co). Huddersfield: 
Sykes, F, (Armitage & Norton). Hull: Cooke, Т. (Hodgson, Harris 
& Co) Jackson, R. F. (Hodgson, Harris & Co); Orry, R. L. 
(Hodgson, Harris & Co); Ryan, J. (Hodgson, Harris & Co); 
Skinner, R. (Hodgson, Harris & Co); Stubbs, F. (Hodgson, Harris 
& Co). Hyde: Pan ngburn, J. (Wm. Chadwick & Sons). Keighley: 
Pugh, R. (Smith, Dolby & Co). Leeds: Allott, W. A. (Armitage & 
Norton); Barron, D. F. (E. Freedman & Co); Calverley, W. H. 
(Edward S. Booth); Carter, G. (Wheawill & Sudworth); Crowther, 
R. (John Gordon, Harrison, Taylor & Co) Holmes, G. H. 
(Smithson, Blackburn & Co); Ingram, A. (formerly with Hollings, 
Crowe, Storr & Co); Page, A. W. (Frank Hall; Rawson, K. 
(Armitage & Norton); Wood, F. (Smith оси Wood, R. L. 
(Peat, Marwick, Mitchell & Co). Leicester: Boothby, Н. (Taylor, 
Froude & C. R. Riddington); Castell, С. E. (Wykes & Co); 
Fletcher, G. C. (Alfred G. Deacon & Со); Green, R. J. (Newby, 
Dove & Rhodes); Naylor, К, T. H. (Thomas May & Co); Smith, 
E. F. (Rivington, Garner & Co). Limerick: Ryan, J. (formerly with 
Metcalfe, Lilburn & Enright). Lincoln: Lungley, D. A. (J. 
Nicholson & Co). Liverpool: Barlow, H. (Chalmers, Wade & Co); 
Crawford, W. K. (Langton & MacConnal); Heeney, G. F. 


(Langton & MacConnal); King, N. ae а (ormeny with Pruddah, 
Eilbeck & Co); Mottram, K. C. (H. A. F. Brookes); Walsh F. A. 
(E. G. Braesnan & Co). 
London: Adams, S. W. J. (Allen, Baldry, Holman & Best); 
Angeloni, H. L. (Landau, Morley & Scott); Barnard, C. M. (Geo. 
Little, Sebire & Co); Barron, J. E. (Port of London Authority); 
Bell, A. W. P. (Baker, Sutton & Co); Bell, C. (Stevenson, Chap- 
man & Co); Birne, S. (Landau, Morley & Scott); Blackmur, R. F. 
(Alabastez, ‘Stray & Clogg); Bolden, F. A. (луна & Hunter); 
Brand, R. H. A, (Alfred Wright & Co); Brooks, K. (Blakemore, 
Elgar & Со); Brunton, Е. Е. (Moors, Stephens & Co); Bryett, C. 
(H. W. Fisher & Co); Buckle, 5 . W. (Hereward, Scott, Davies & 
Co); Burgess, A. L. (Porritt, Rainey & Co); Burn, D, W., B.A. 
(Deloitte, Plender, Griffiths ЕЯ Co); Charley, С. С. (Hughes & 
Allen); Clissold, A. J. (Shipley, Blackburn, Sutton & Co); Cox, 
C. A. (E. C. Price, Son & Reid); Dodd, M. D. (Batty & Co); 
Dyer, A. W. (Luff, Smith & Co); Frowde, S. T. (Binder, Hamlyn 
& Co); Frye, E. (H. N. Murray & Co); Gluck, M. B. (Hepburn, 
Hagley & Knight); Gobey, J. M. (Deloitte, Plender, Griffiths & 
Co); Golend, M. (Leigh & Sorene); Groome, G. H. G. (Midgley. 
Snelling & Co); Grossi A. ge J. Moss & Co): Hadland, Beryl R, 
(Beatton, Hewson & Co); Harris, F. A hinney, "Smith & 
Whinney); Harris, S. W. (Lithgow, owe & Co); Hoare, J. E. 
(Cooper Brothers '& Co); Hopkins, G. W. (Borough Treasurer’s 
Department, Hendon); дасца Doris Н. (Fitzpatrick, Graham 
& Co); Jackson, R. J. K. (J. E. Denney, Bogle & Co); Johnson, 
К. W. (Chamberlain of London’: s Office); Jones, G. J. C. (Clarkson 
& Rumble); Jones, K. P. (W. A. Browne & Co); Joy, C. M. 
(Holmes-White, Herbert & ' Со); Karunalingam, A., B = 
(Moustardiers); Keetch, W. (G. Russell & Co); Keyse, J. E. 
(Eric Phillips & Co); Lyall, V. (C. H. J. Lewis); Macaulay, N. А 
(Smith, Biyth & Co); Maddock, F. R. (Pawley & Malyon); Marsh, 
. E. (Jackson, Taylor, Abernethy & Co); Miles, J. A. (Alexander 
B. Neil & Co); Mountford, W. R. (Rawlinson & Hunter); Nielsen, 
N. V. S. (Cooper Brothers & Co); Nixon, E. H. (Moore, Stephens ' 
& Co); Parkins, C. J. (formerly with Moores, Carson & Watson); 
Penfold, R. H. J. (McCann, Bentley & Co); Rappitt, R. J. B. (Cash, 
Stone & Co); Reinstein, C. (Brebner, Allen & Trapp); Rimington, 
R. J. (Dixon, Wilson, Tubbs & Gillett); Roberts, K. T. (Dixon, 
Wilson, 'Tubbs & Gillett); Rodgers, G. (Alfred Trotter & Co); 
Rogers, G. E. (Bright, Grahame, Murray & Co); Ross, B. (Spiro, 
Sargant & Co); b Sergeant, R. W., в. com, e Waterhouse & Со); 
Shaw, Н. (С. Н. J. Lewis); Shaw, Н . W. (Geo. Little, Sebire & 
Co); Sizmur, J. A. G. (Deloitte, Plender, "Griffiths & Co); Smith, 
R. A. (Whinney, Smith & Whinney); Smyth, K. F. G, (F. W. 
Серра: Co), Stanley, E. G. (London, Heath & Co); Stephens, 
M. (Crick & Bussell); Stephens, D. R., B.A. (Turquand, 
Younes & Co); Sutterby K. A. (formerly with Peat, Marwick, 
Pr M & Co); White, D. A. (formerly with Slater, "Dominy & 
wan 
Loughborough: Nurse, R. D. (William H. C. Wayte). Lowestoft: 
Alcock, D. A. (Tunbridge, Lacey & Co); Gill, A. J. (Tunbridge, 
Lacey & Co). Macclesfield: Beresford, A. (Borough Treasurer’s 
Department). Maidstone: Fuller, S. A. (Borough 'lreasurer's 
Department). Manchester: Baker, T. A. (Ashworth, Mosley & 
Co); Chignell, S. F. (S. E. Cottam & Son); Goddard, D. R. (Geo. 
A. Marriott, Rogerson & Co); Murray, A. J. (City Treasurer’s 
Department); Smith, R. E. (E. O. Mosley & Co). Nairobi: Adams, 
H. (Dunstan Adams & May). Newcastle-under-Lyme: Elliott, 
М р, ww. S. Toml inson): Newcastle upon Tyne: Elliott, K. S. 
(Thomas Rodger & Co) Hogg, C. (Albert Bell & Allan); 
McNichol, G. A. (J. W. Armstrong & Sons) Newport, Mon: 
Guilfoyle, Т. (Walter Hunter, Bartlett, Thomas & Со). ' North- 
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piu Hobbs, d; . W. (F. Roberts & Co); Risdale, K. H. (Baker 
о); Turner, W .H. (H. Bullard). North Harrow: Staggs, H. F. 
N icholson, Fraser & Co). Nottingham: Coxon, R. H. T. (Winkley 
Clarke); Gale, А. M. (Burrows & White); Стон, C. W. (dor 
& Palmer); Hutchinson, M. H. (Robt. A. Page & Co); Palmer, R. 
(Carlisle, Ray & Co); Smith, K. G. (Mellors, Basden & Mellors). 
Otley: Arion, B. (formerly with Hollings, Crowe, Storr & Co). 
Paris: Rumbelow, E. N., B.coM. (Price Waterhouse & Co). 
Peterborough: Smith, G. F. M. (Stephenson, Smart & Co). Poole: 
Moxham, D. S. (Wheatley, S d Co); Pulsford, H. G. (Edwin 
G. Pulsford). Richmond: Pugh, A. J. (Meeson, Makinson & Tor 
Sheffield: Coates, S. R. alter Moore & Co); Green, H. (J. 
Wortley & Sons); Stead, (Macredie & Evans); Such, H. W. 
kman, Manning & Kay). Shrewsbury: Kent, B. S. (Harper, 


Kir 
Kent & Wheelei); Penfold, B. W. (formerly with "Asbury, Riddell. 


& Co); Stott, K. E. (Harper, Kent & Wheeler); Southampton: 
Bonella, D. (Radford, McColl & Co); Fray, D. R. (Bernard J. C. 
Buckle): Hender, W. T. (Beal, Young & Booth); Waldron, R. A. 
(Woolley & Waldron). Southend-on-Sea: Cammidge, P. R. 
(Rickard & Co). Spalding: Moore, E H. A. C. (Stephenson, Smart 

Co). Sunderland: Douglas, Т. H. (Laverick, Walton & Co). 
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Swansea: Davies, J. G. (Brinley Bowen, Mills & Co); Howell, G. 
(Ashmole, Edwards &. Goskar). 
Tiverton: Symonds, K. A. (Goodland, Bull & Co). 


Wakefield: 
Swaine, G. T. (G. A. Taylor). Waterford: Downey, M. E. (T. R. 
Chambers, Halley & A O'Brien, M. J. (W. A. Deevy & Co). 


Wednesbury: Tyler, P. G. (Deputy Borough Treasurer). Welling- 
borough: Swannell, G. (Phillips & Halliday). Winchester: Daish, 
P. R. (Kendall, Galloway & Smith). Wisbech: Allcoat, M. V. 
(Stephenson, Smart & Co). a Waren: Bridges, G. A. (Rabjohns, 
pooped & Co); Clifford, R. J. (City Treasurer's Department); 
Shipp, T. H. N. (County ‘Treasurer's Department). Worthing: 
Masters, L. E. V. (Walpole, Harding, Vidgeon & Elliott). 


FINAL EXAMINATION Part I only 
Candidates Passed (334) 
Names on request to the Secretary, 


FINAL EXAMINATION Part II only. 
Candidates Passed (145) 
Names on request to the Secretary. 


INTERMEDIATE EXAMINATION: 


Honours Candidates (8) 
First Place Certificate and First Prize 
Darbyshire, Edward (Jones, Crewdson & Youatt), Manchester. 


Second Place Certificate and Second Prize 
Dodridge, Dennis Olphert (James & Cowper), Newbury. 


Third Place Certificate and Third Prize 
- Guest, Jack Bernard (Peterken, Barnes & Co), London. 
Dennison, John William Alexander (Whinney, Smith & 
Whinney), London. 


Sixth Place Certificate 
Sutherland, Denis Alfred (Simpson, Wreford & Co), London. 
Brook, Frank (Matthews, Brooke, Taylor & Co), Halifax. 


Fifth Place Certificate 
Lee, David Edwin (Bolton, Pitt & Breden), London, 


Eighth Place Certificate 
Killeen, Roy eaves (Slater, Dominy & Swann), Cambridge. 


Candidates Passed (412) 


Aberdeen: McLeod, A. (Jas. Henry Reid & Son). Aylesbury: 
Bayliss, B. P. M. (S. Bayliss). Barking: розроб, Н. J. 
(James Train & Co). Bath: Claypole-White, D, E. (Mundy, 
Brewer & Johnson); Ingram, J. C, (Harrison Smith & Haughton); 
Pearce, D. S. (Munday, Brewer & Johnson). oars Boyles, G. 
arrott & Cornelius). Belfast: Cromie, J. A. (Rawlinson, Allen 
мнз Greer, W. С. (Winnington Adams & Co); Harbinson, 
R. B. (Shaw, Leslie & Shaw); McCleary, W. (Olver & Spence). 
Birmingham: Bentley, F. G. (B. T. Davis & Co); Bowkett, E. W. 
s W. Stone, Watson & Co); Collard, E. G. (Howard "Smith, 
ompson & Co); Crum, J. R. (Rubery & Co); Davies, M. 7, 
(Russell, Durie, Kerr, Watson & 
‘Thompson); Hill, R. H. E Harold Platts & Co); Humphries, A а 
(Sharp, Parsons & Co); Hutchins, R. W. (Hewitt, trs & 
Co); King-Britton, P. J. (Harold Brown & Co); Owen, P. J. 
(Сота & Со); Penrose, D. A. (George A. Touche & Co); Rees, 
K. (Howard Smith, Thompson & Co); Taylor, D. J. ( erbert, 
Pepper & Rudland); Thornton, J. G. (Harold. Brown & Co); 
Webb, J. M. (Р. H. Stone & Co); Whatson, R. T. (Peat, Marwick, 
Mitchell & Co). Blackpool: Dunn, R. (F. W. Coope & Co} 
Hartley, N. (Kneeshaw, Moffatt & Co). Bombay: Cyriac, E. 
formerly wit Gondalia & Mandviwalla). Boston: Saunders, N. S. 
Stephenson, Smart & Co). Bournemouth: Clafton, F. R. (Bradley, 
later -& Ratcliffe); Eales, C. O. S. (Malpas, Simmons & Co). 
Bradford: Barker, P. R, Russan а Broadley, T. F. (Thoseby, 
Son & Co) Clarke, V. Ce Gmi & Hayward); Kilburn, J. 
(Rhodes, Stringer & Co); Krause, D . M. (Rushworth, Ingham & 
Rhodes); Pearson, J. R. (Rawlinson, Greaves & Mitchell); 
Rushworth, V. (Charles D. Buckle & Co); Smith, S. (Smith & 
Hayward); Stow, W. K. (Holden & Bamford); Walton, D. 
(Armitage & Norton). Bridgend: Morris, D. E. (Tudor Davies); 
Pascoe; C. P. (Henry Horrocks); Reid, J. M. (Tudor Davies). 
Bristol: England, J. E. (Co-operative Wholesale Society); Varcoe, 
J. H. (E. 5. H. Brooke-Smith). Bromley: Simmonds, G. W. 
(B. Coo & Co). Bury: Prestwich, . (James Hope, Sons 


Calcutta: Chattopadhyay, A. K., M.A. (formerly with S. К. 
Ghosh); Dasdalal, A. K. (formerly "with S. K. Ghosh); Halder, 
R. (formerly "with Kar Sen & ELA Sengupta, J., B.coM. 
КЕ with P. K. Mitra & Co). Camborne: Parsons, К. Т. 
(Peat, Marwick, Mitchell & Co). Cardi iff: Ashton, M. (Wentworth 
Price, Gadsby & Co); Beasley, M. C., B.sc. (County Treasurer’s 
Department); ewe P. R. (Deloitte, Plender, Griffiths & Co); 
errera, D. J. B. (Watts, Gregory & Co); Isaac, H. G. (J. Pearson- 
Griffiths); Jones, G. R. (Richard Leyshon & Co); Maple, F. J. 


Co); George Н. (Н. Smith | 


(Richard Leyshon & Co); Margerison, K. (Sweeting, Pearce, 
Davies & Co); Phillips, M. A. (Ross, Jones & Co); Thomas, N. G. 
(Ross, Jones & Co). Carlton: Jones, E. (Treasurer’s Department). 
Chester: Cliffe, P. G. (Haswell Bros.); woe Chick, H. C. Z. 
(Arthur Piper). Cirencester: Anderson, G. M. (Midwinter & 
Rhodes). Clacton-on-Sea: оса. M. H. J. ( Norfolk, Pawsey & 
Co). Clitheroe: вар. ), (Borough Treasurer's Department). 
Coalville: ооа 3 (Elverstone & Co). Coatbridge: 
Watson, A. S. (Town Chemie eins Office). Cobham: Legg, 
L. H. J. (H. J. Wellden). Colchester: Allington, N. S. H. (Bland, 
Fielden & Co). Сорока: Devlin, J., rcs (Harold F. Bell). 
Coventry: Hannah, D. G. (Deacon, Guild & Co); Leist, S. D. 
а Guild & CD. Croydon: Bradstreet, R. L. (A. H. Knight 


Darlington: Lees, C. R. (Peat, Marwick, Mitchell & Co); Spratt, 
H. A. (Peat, Marwick, Mitchell & Co). Dartford: Akers, E. H. A. 
(Treasurer's Department). Darwen: Pollard, A. M. dle & 
Jepson). Delhi: Malhotra, R. N., B.A: (formerly with P. K. Soni 
&-Co). Derby: Warden, J. К. (С ooper-Parry, Hall, Doughty & 
Co); Williamson, B. (Wm. Harold Warren & Co). Dewsbury: Hill, 
J. (Walter Dawson & Son); Milner, R. J. (Walter Dawson & Son); 
Smith, I. (Harrison, Hanson & Co). Didcot: Brayshaw, J. S. (W. 5 
Brayshaw & Co). Поці. І.о.М.: Cowin, К. W. (W. Н. Walker 
& Co); Dublin: Elder, R. I. (Craig, Gardner & a Keogh T 


(Dempsey, Mullen & Co); “McCullough, W. B. . Kidney & 
Co); MacMahon, Р. О. P., в.а. (Niall & Co); Murphy B. А G. 
(J. А. Kinnear & Co); O'Hara, B. P. (J. A. Kinne o); Roche, 


M.J. (Kennedy, Crowley & Co). Dudley: James, S. (C. W. George 
& Co). Dundalk: Van Dessel, J. B. (Martin & Co). Eastleigh: 
Astbury, I. C. (Beal, Young & Booth), Edinburgh: Paterson, G. 
(Department of Health); Scott, I. St. C. (Department of Health). 
Fareham: Fisher, R, A. (A. J. Palmer & Co). Fleet: Drew, B. G. 
(Davis, Kellie & Co). ` 

Gillingham, Dorset: Underwood, (Lanham & Francis). 
Glasgow: Gemmill, D. Т. (A. C. Cin) Robinson, S. (Thomas 
Smith & Sons). Greenock: Brown, J. D. (fames & J. H. Paterson); 
Robertson, T. Gamés & Ja H. Paterson), Grimsby: hapman, 

W. (Arthur Martyn), Guernsey: La Prevost, R. J. (Black, 
Geoghogon & ill Hala: Kendall, P. (Kilby, Sutcliffe & Co). 
Harrow: Mead, (E. T. Маска). Haywards Heath: 
Edwards, W. J. (Ralph D. Higgs, Foreman & Co); Heaver, R. S. 
(Ralph D. Higgs, Foreman & Co). Herne Bay: Pi ow Ја 5. 
(5. W. Marshall & Co). High Wycombe: Chilton, А. Е, S. ( 
Blaikie). Hinckley: Joy, А C. H. foe Treasurer's ЦЕ 
ment). Horsham: Cole, М. J. Е. (Philip Т. Bryant). = 
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Heasman, J. R. (Clark, Brownscombe & Co); Lillywhite, P. T. 
(Russell, Fleming, Boys & Co). Hull: Baker, H. W. (Hodgson, 
Harris & Co); Masson, J. A. (Buckley, Hall, Devin & Co); 
Richardson, С. (Tranmer & Raine); Wells, J. F. (Butterell- & 
Ridgway). Hungerford: Whitman, R. A. (Harmon Smith & Co). 
Hyderabad: Muhammad, K., в.а. (formerly with S. B. Billimoria 
& Co). Kendal: Garside, J. F. (W. H. Stables). Leeds: Crowther, 
T. G. (Thos. Hayes & Sons); Dawson, G. (E. Freedman & Co); 
Hicks, T. H. (Victor Walton & Co); Hutton, W. (Victor Walton 
& Co); Lindsay, С. В. (Whitfield & Co); Lister, J. K. (Wheawill 
& Sudworth); Myers, S. B. (A. France & Co); Pickersgill, G. 
(S. R. Fuller & Co); Randerson, B. J. (Croudson & Co); Stead, A. 
(Pest, Marwick, Mitchell & Co)  Lecester: Bailey, D. M. 
(Taylor, Froude & C. R. Riddington); Catlin, A. G. (S. & S. A. 
Holyland); Longland, J. C. (Baker Bros., Halford & Co); Russell, 
]. A. (Henry Lawrence & Co); Smith, J. A. (Newby, Dove & 
Rhodes). Lincoln: Simpson, M. C. (J. Nicholson & Co). Liverpool: 
Arno, J. C. (Alexander Стемо; Cannan, М. В. (John Airey & 
Co); Charles, M. D. (W. T. Walton & Son); Duckett, C. (Alex- 
ander Critchley); Fell, W. R. (Harmood Banner, Lewis & 
Mounsey); Fleming-Yates, R. (Edward S. Goulding & Co); 
Head, R. (Chalmers, Wade & Со): Howell, А. (R. F. Frazer & Co); 
Pritchard, R. A. (Hodgson, Harris & Co); Timothy, E. H. 
(Duncan, Watson & Short) Whyte, A. M. (Blease & Sons); 
Wilson, F. D. (R. Duncan French & Co). Llanelly: Jones, К. 
(D. J. Charles). 


London: Addison, R. J. (Deloitte, Plender, Griffiths & Co); 
Arben, A. W. (Layton-Bennett, Billingham & Co); Atkins, E. J. С. 
(Walter Lester & Co); Austin, L. A. (Baker, Sutton. & Co); Ayton, 
R. B. (Harris, Funnell & Co); Banks, D. A. (Miall, Harper & Co); 
Barnes, G. W. (Holden, Howard & Co); Barnes, V. J. (Pike, 


Russell & Co); Barton, S. J. С. (Hayden Green, Williams & Co); · 


Beadle, R. B. (Wilson, Stirling & Co); Beard, P. F. (Dixon, Wilson, 
Tubbs & Gillett); Benzecry, M. R. (Lithgow, Nelson & Co); 
Berger, Gloria (Auerbach, Hope & Co) Berman, B. J. W. 
(Auerbach, Hope & Co); Berman, N. (M. Britz & Co); Berry, D. 
Fairhead, Davies & Co); Bingham, B, C. (Pannell, Crewdson & 
Hardy); Bingham, R. B. (Lord, Foster & Co); Blades, D. J. Т. 
(Cotman, Hooper & Co); Bookatz, А. (Davis, Berks & Co); 
Boreham, H. A. (Davies, Son & Simmonds); Bottoms, C. F. D. 


Cassleton Elliott & Co); Boulton, R. H. (Hodgson, Harris & Co - 


rown, N. J. (Keens, Shay, Keens & Co), Burke, J. (Rawlinson 
& Hunter); Burns, M. (R. А: Goodman & Co); Butterworth, M. S. 
gli per & Co); Caslake, P. (F. W. Stephens & Co); Chandler, 
A, P W. (B. de V. Hardcastle, Burton & Co); Chapman, D. A. 
(Evans, Davies &.Co); Chinery, P. A. (West, Wake, Price & Co); 
.Comber, N. G. (Inland Revenue); Constable, S. E. (R. G. 
„Kirkpatrick & Co); Cowan, A. (Viney, Price & Goodyear); 
Denman, P. L. (W. 'T. Flower & Co); De Velly, E. L. (Cash, 
‘Stone & Co); Di Palmo, C. (Wm. F. Smart, Son & Bloor); Dixon, 
J. D. (Richard Preston); Donn, A. (Beresford, Israel & Co): 
Easton, P. F. (Pawley & Malyon); Edler, H. J. (Sewell, Hutchin- 
son & Co); Edwards, A. F. (Cooper Brothers & Со); Farrell, J. P. 
(Wright, Fairbrother & Steel); Farrow, R. J. K. (Button, Stevens 
& Witty); Fernando, D. E. (E. G. Bourne & Son); Fincham, A. C. 
(Price Waterhouse & Co); Fox, H. J. (Luff, Smith & Co); Fox, 
W., E. (Howard, Howes ё: Co); Friend, R. С. (Southwell, Tyrrell 
& Co); Garbacz, B. (Edward E, M. Sander & Co); Goddard, R. A. 
(Smallfield, Fitzhugh, Tillett & Co); Goodman, D. W. (Harmood 
Banner, Lewis & Mounsey); Green, D. M. (Derbyshire & Co); 
Haggar, A. J. (Allen, Baldry, Holman & Best); Harrington, A. N. 
(Everett, Chettle & Co); Hawke, F. C. (Deloitte, Plender, 
Griffiths & Co); Hayes, G. M. G. (West, Wake, Price & Co); 
Hayward, D. J. (Wilson, Stirling & Co); Hedges, J. B. (Deloitte, 
Plender, Griffiths & Co); Henson, D. E. (Cooper & Cooper); 
Heskins, W. B. (Cooper Brothers & Co); Hewitt, P. J. (J. A. Cook); 
Hickey, J. A. (Herbert Pepper & Rudland); Hoare, E. A. (Peat, 
Marwick, Mitchell & Co); Holland, J. J. (Lithgow, Nelson & Co); 
Huggins, P. J. (W. T. Walton & Son); Ireland, A. J. (Cooper 
Brothers & Co); Jennings, J. W. (Deloitte, Plender, Griffiths & 
Co); Johnson, H. R. (Charles Wakeling & Co); Johnson, L. S. 
(Hodgson, Harris & Co); Jones, Pamela G. (Cooper & Cooper); 
Kell, D. F. (B. de V. Hardcastle, Burton & Co); Kemp, N. E. 
(Jones, Ross, Howell & Co); Kerr, M. J. (West, Wake, Price & 
Co); King, A. H. (Binder, Hamlyn & Co); King, E. W. (Kemp, 
Chatteris & Co); Lloyd, R. W. L. (C. F. Middleton & Co); 
Lovegrove, E. A. (Baskett & Bryant); McFarlane, D. D. (Smith 
& Williamson); McKerness, Wilhelmina L. (Sharpe, Fairbrother 
& Co); Malicki, В. A. (Barton, Mayhew & Со); Manchester, E. L. 
(Dangerfield, Brewis & Coy; Manning, R. G. C. (Brown, Peet & 
Tilly); Mead, R. W. (Matthews, Wiseman & Co); Meaden, G. F. 
(Wilson, Bigg & Co); Milton, D. J. (Gubbav & Соу; Moate, D. W. 
(Albert Ries & Co); Monk, A. W. (Charles Wakeling & Co); 
Moore, G. A. (Basil Hallett & Co); Moss, L. A. (Ronald A. Good- 
man & Co) Muir, J. D. (Price Waterhouse & Co); Mullinger, 
R. A. (Kingston, Smith & Co); Newey, L. J. (Frazer, Whiting 
& Co); Northage, D. H. (Kingston, Smith & Co); Nott, C. R. 
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(Nevill, Hovey, Gardner & Co); Owen, J. G. (Peat, Marwick, 
Mitchell & Co); Palmer, J. F. (B. de V. Hardcastle, Burton & Co); 
Pardoe, A. P. (Mellors, Basden & Co); Patel, B. R., B.coM. 
Cradley F. D. Cartwright, Atkinson & Co); Pearson, D. F. 
Holmes-White, Herbert & Co); Pimm, D. F. (Slater, Chapman 
& Cooke); Poteliakhoff, S. (Farr, Rose & Gay); Rainey, K. V. 
E. C. Brown & Batts); Rapley, L. N. (Edward Myers, Clark & 
); Ratcliffe, F. E. (Simpson, Wreford & Co); Rogers, F. G. 
(H. G. Large, Heather & Co); Rogers, R. V. (Herbert Hill & Cos 
Rubienski, W.-A. (J. H. Champness, Corderoy, Beesley & Co); 
Ruse, P. C. (Sharpe, Fairbrother & Co); Russell, P. S. (Blakemore, 
Elgar & Co); Ryan, F. J. (Deloitte, Plender, Griffiths & Co); 
Salter, R. 
Seabrook, K. F. (Brown, Peet & Tilly); Scannell, G. C. (H. F. 
'Thompson); Shepherd, D. H. (Longcroft, Smith & Co); Sherlock, 
B. A. J. (Woodington, Bubb & Со); Smith, R. J. (Peat, Marwick, 
Mitchell & Co); Snow, R. J. (Deloitte, Plender, Griffiths & Co); 
Soden, R. W. (Holden, Howard & Co); Sparks, C. H. (Jackson, 
Axley & Co); Stocker, D. G. (Pawley & Malyon); Stokes, A. F. 


(C. Neville Russell & Co); Taylor, K. C. (Charles Taylor & Son);- 


Thacker, S. W. (Clarkson & Rumble); Thompson, R. W. (Price 
Waterhouse & Co); Toole, P. E. (Whitehill, Marsh, Jackson & 
Co); Tuffill, V. E. (John M. Winter & Sons); Upfold, C. A. 
(Edward Moore & Sons) Van Nieuwkerk, I. S. (Norman 
Alexander & Co); Vidler, Е, N. (Farr; Rose & Gay); Walder, 
E. E. (Borough Treasurer's Department, Finchley); Weingarten, 
N. (Field & Co); Wood, J. W. (Buckley, Hall, Devin & Co); 
Woods, P. I. (Spicer & Pegler). 

Long Eaton: Ingham, N. (Treasurer's Department); Lough- 
borough: Walpole, M. (Herbert Godkin & Co); Luton: Jeffs, C. R. 
(J. Hillier). Madras; Rao, A. R., м.а. (formerly with Sastri & 
Shah). Maidenhead: Worth, A. G. (Bingham Jones & Co). 
Maidstone: Clarkson, D. К. (Larking & Larking), Taylor, R. 
(McCabe & Ford). Manchester: Atkins, R. (Winnett & Holden); 
Clift, I. L. (John Tonge & Johnson); Collier, I. G. (Willett, Son 
& Garner); Crutchley, L. (Carter, Chaloner & Kearns); Hilton, A 
(Bayley, Wood, Cave & Co); Holland, W. (W. Bolton & Со); 
Nicholls, Irene A. (Grundy, Middleton, & Со); Pegge, D. С 
(Joseph W. Shepherd & Co); Sidebottom, A. (F. Arthur Pitt & 
Co); Erith, J. N. (John W. Hirst & Со); Wallwork, R. А. (Willett, 
Son & Garner); White, F. (Greenhalgh, Sharp & Co); Yates, 
G. M. (Alfred Nixon, Son & Turner). March: Reeve, J. (Larking, 
-Larking & Whiting). Middlesbrough: Bates, T. H. (William Dent); 
Proudler, J. C. (C. Percy Barrowcliff & Со); Scurrah, E. (Gilchrist, 
Tash, Wilson & Sansom), Minehead: Binding, H, A. (W. H. Grigg 
& Perkins). Nairobi: Adams, S. H. (Dunstan, Adams & May); 
Jolley, M. F. (Alexander & Ingram); McDonald, C. B. (Angus 
Lawrie, Jeremy & Co). Narberth; Phillips, T. D. (Wynn Llewelyn 
& Davies). Newcastle-under-Lyme: Beresford, J. B. (Reginald 
Statham & Co); Unwin, T. J. (L. G. Fetzer). Newcastle upon Tyne: 
Crowther, G. H. (Winter, Robinson, Sisson & Benson); Hunter, 
K. (J. W. Armstrong & Sons); Ions, J. T. (Robson, Laidler & Co); 
Jackson, P. S. F. (J. W. Armstrong & Sons); White, J. C. (M. 
Hutchinson & Co); Wilkinson, W..(J. W. Armstrong & Sona); 
Young, J. (F. S. Rowland & Co). Newport, Mon.: Holland, J. C. 
(Kimpton, Holland & Co); Ireland, H. M. (Alban & Lamb); 
Jones, D. T. (Friend, Ellis & Co); Thomas, G. A. (C. T. Stephens 
'& Co). Northallerton: Walker, R. (County Treasurers Depart- 
ment). Norwich: Barker, A. M. (Harman & Gowen); Barton, E. R. 
(Culley & Co): Carver, L. W. (H. P. Gould & Son); Crome, D. V. 
(H. P. Gould & Son); Harvey, D. R. (H. P. Gould & Son). 
Nottingham: Barnacle, W. E. (Hubbart, Durose & Pain); Freeman, 
K. H. (J. H. Trease & Co); Young, D. F. (Stanley Wallis & Co). 
Nuneaton: Redfern, J. W. (Thomas Bourne & Co). Oxford: Horn, 
R. W. (Wenn, Townsend & Co). А 

Раіртіоп: Cruse, R. J, (К. W. С. Taper); Harding, М. J. 
R W. G. Taper); Rackley, L J. (Fieldings). Peterhead: Will, J. P. 

Town Chamberlain's Department). Poole: Thomas, L. 5. (Е. G. 
Pulsford). Port of Spain (Trinidad): Hodges, C. W. (Colonial 
Audit Department); Portsmouth: Black, D. V. (J. V. Couzens); 
Facey, D. E. (Cartwright, Pyke & Co). Preston: Champion, J. F. 
(R. О. Griffith & Co); Hesmondhalgh, J. (Moore & uid 
Jones, R. E. (S. Thornton); Seed, H. H. (Clifford Thornton), 
Ryde: Clarkson, F. H. (A. E. Hook & Co). St Albans: Winkler, 
J. H. (Geo. Little, Sebire & Co). Salisbury, S. Rhodesia: Dryden; 
D. C., ва. (Dryden & Co). Scarborough: Bramley, C. (F. L. 
Gardiner & Co); Thornton, R. (T. H. Jackson & Bunting). 
Seaford: Carter, J. P. (Legge, Terry & Swindells). Sheffield: 
Besley, J. (Poppleton & Appleby); Cottingham, B. (Carnall, Slater 
& Co); und , R. (Ransom Harrison & Lewis); Fieldsend, L. 
(Kirkman, Manning’ & Kay); Garnett, R. (W. С. Hawson, Wing 
& Co); Hunn, G. W. (Wells, Richardson & Co); Hutton, T. G. 
(R. W. Atkin); Mills, P. D. (W. G. Hawson, Wing & Co): Oades, 
G. W. (W. G. Hawson, Wing & Co) Robinson, K. (W. G. 
Hawson, Wing & Co); Roddis, E. (Ransom Harrison & Lewis); 
Thompson, B. (Peat, Marwick, Mitchell & Co). Shrewsbury: 
Chambers, R. (W. R. Yaxley). Sligo: McElroy, W. P..(Rawlinson, 


. (Slipper & Co); Samuels, H. (L. Fialko & ob. 
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Allen & White). Southsea: Smee, A. J. (Buchanan & Barter). 
South Shields: Baker, С. J. (Henry Chapman, Son & Co); Colvin, 
J. G. (Laverick, Walton & Reed). Stafford: Jarrett, J. E. (Coun anty 
Treasurer’s Department). Stockton-on-Tees: Atkinson, J. (W. 
Walton, Son & Rowland), Stoke-on-Trent: Davis, J. B. (Bourner, 
Bullock & с Horne, Е. J. (J. Paterson Brodie & Son); Owen, 
Е. (Е. Geen & Co); Savage, G. (Donald H. Bates & Co); 
асе J. (Reginald Statham & Co). Stroud: Vines, С. E. 
(S. J. Dudbridge & Sons); Webb, B. E. (S. J. Dudbtidge & Sons). 
Sunderland: Dew, L, (Harold Barnes); Leonard, J. B. (Roland 
Jennings & Co); Mooney, B. I. (A. J. Ingram & Co). ‘Swanage: 
Tubbs, С. H. L. (F. Vernon L. Redman). Swansea: Harris, D. G. 
(H. K. Greaves), Tunstall: Sherratt, C. J. (Donald H. Bates & Co). 
Wallington: Glover; W D. (Nortis, Tucker & Co). Waterford: 
Anthony, P. E. P. Grace). Wellingborough: Knifton, J. R. 
H. W. Brati, Pollard & Co). Wembley: Bray, E . H. (W. he Cy 
eston-super-Mare: Silcocks, Т. B. (J. & A. W. Sully & Co). 
Wetherby: Myers, B. (Frank Myers). Wolverhampton: Swain, 
M. R. (Campbell & Co); Westwood, A. H. (Campbell & Co). 
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58 Wedge, В. К. (John Flay & Со). Worthing: Churcher, 

F. (Carpenter, Box & Co); Cooke, R. I. (Arthur Stubbs & 
А оа King, J. М. (Walpole, Harding, Vidgeon & Elliott); 
Land, J. G. M. (Walpole, Harding, Vidgeon & чи Pascal, 
E. L. (Arthur Stubbs & Spofforth); Subair, H. A. (Walpole, 
Harding, Vidgeon & Elliott). 


PRELIMINARY EXAMINATION 
Honours Candidates (1) 
Candidates Passed (51) 

Names on request to the Secretary. 


MODIFIED PRELIMINARY EXAMINATION 
Candidates Passed (20) 
Names on request to the Secretary. 


The next examinations of the Society will be held on November 
11th, rath, 13th and r4th, 1952. Completed applications should 
reach the Secretary not later than Monday, September 2and, 1952. 


SUMMARY OF RESULTS 














Final 
Parts Part I Part I1 Modified 
Candidates 181 оту only Intermediate Preliminary Preliminary Total 
Passed 86 334 145 420 52 20 1,057 
Failed 121 387 61 371 113 24 1,077 
Total 207 721 206 791 165 44 2,134 











Forty-seven candidates who sat for Parts I and П of the Final examination satisfied the examiners in Part I only. 
Fifty-one candidates who sat for Parts I and II of the Final examination satisfied the examiners in Part II only. 


INSTITUTE OF MUNICIPAL TREASURERS 
AND ACCOUNTANTS 


Results of Examinations held in May 1952 


*Adams, J. W., Nottingham C.B. 

*Allan, H. R., South Manchester H.M.C., 
Finance Dept 

*Armes, J. A. P., St. George's Hospital, 
Finance Dept, 

*Ashdown, D. J., Dorsetshire C.C. 

“Astbury, W. S., West Bromwich B. 


"Вацов, J: E., Yorkshire (North Riding) 


“Batts, К, F., Aylesbury В. 
*Baynes, ГЕ ‘Accrington B. 


*Beeley, A. S., Stockport B. 
*Berrisford, A. H., Huntingdonshire C.C. 
*Blundell, J. E., Thurrock U.D.C. 
Bradley, T. MP York C.B. 
*Briggs, J., Morley B. 
Bromley, R. A., Nottingham C.B. 
*Brown, Ју Kilmarnock. А 


*Cox, J. W., Bromley В. 
*Crick, J. E., Dorsetshire C. с. 
*Crook, J. M., London C.C. 

Davis, M. B., Sussex (West) C.C. 
*Dean, 5. R., Stockport B. 

*Dixon, T. H., Monmouthshire C.C. 
*Edmundson, H., . St Helens B. 
*Elliott, L., Finchley B. 

‘Featherstone, D. C., Petworth R.D.C. 


FINAL EXAMINATION 


PART A 
(in alphabetical order} 


*Gee, R., Coventry C.B. 
*Gilbert, J., Cambridge B. 
*Gilleard, G. C., Huddersfield B. 
Girling, 3. Е., Рорјаг В 
*Goodhead, E. B., Hornsey B. 
*Goreham, ’s. T5 Great Yarmouth B. 
*Gould, D. R., Salisbury C.B. 
TG S., Sittingbourne and Milton 


Hadley, J. W., Walsall B. 
Harwood, J., Halifax B. 
*Haslam, W., Maidenhead B. 
*Hay, C. A., Newcastle upon Tyne C.B. 
*Hayes, B., Heston and Isleworth B. 
Henderson, A. T., Sunderland B. 
*Herring, R., Tredegar U.D.C. 
Hicks, J. F., Reading B. 
*Hill, D. W., Carlisle C.B. 
*Hill, K. A., West Ham B. 
Hughes, E. R., Neath B. 
*Hutson, G. V., Croydon B. 
*Innes, J. W., Luton B. 
Jolliffe, W. O., Winchester C.B. 
Jones, H. F., Swansea B. 
*Large, G. M. "de Westminster M.B. 
*Lawrence, JR , Ipswich B. 
Lawson, J.A e “South-Western Electricity 
Board (Bristol Sub-Area). 
Lockey, L. G., Maidenhead B. 
*Markham, K. E. P., Coventry C.B. 
*Martin, H., Rushden U.D 
*McCormick, K., West Hertlepoo! B. 
*Morgan, R. Ra ‘Stafford B. 


* Passed Part I at a previous examination. 


*Morris, W., Clwyd and Deeside H.M.C., 
Finance Dept. 

*Muscutt, G. 5. H., West Ham B. 

*Myall, R. I., Nottinghamshire C.C. 


*Nutter, A. W., North-Western Gas Board 
(Bolton Group). 


Owen, H. V., Bilston B. 


Parnell, D. J. S., South-Eastern Electricity 
Board (Kent Sub-Area). 
Pitchers, K. W., Bradford C.B. 
*Potts, E., South Shields B. 


*Roche, H. T., Hitchin R.D.C, 


samuel A. F., Kingston upon Hull C.B. 
*Seely, H. C., Norwich C.B. 
“Shay, ў. Ta Walton and Weybridge 
D 


*Singleton, C. H., Preston B. 
Smith, S., Urmston U.D.C. 
*Stewart, À., Skelton and Brotton U.D.C. 
*Sykes, K., Derby B. 
*Thomas, Т. K., Surrey C.C. 
*Tilley, S. W., Mid-Northamptonshire 
Water Board. 
*Tuffin, H. B., Dorsetshire C.C. 
Turner, P. W., Derbyshire C.C. 
• Twelvetree, E. A., Ipswich B. 
Tyler, R. E. A., Gillingham B. 


Ullyett, R. C., Hartley Wintney R.D.C. 
Vivers, R., Luton B. 


*Warwick, D. H., Fulham B. 
Wood, R. G DH, Leicester C.B. 
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PART B 


(in alphabetical order) 


Abercrombie, K. D., Staffordshire C.C. Griffin, 
Bevan, G. J., Merthyr Tydfil B. 
Billinghurst, C. G., Norfolk C.C. 
Brailsford, J. R., Doncaster B. 
Butler, К, Су Cheshire C.C. 
Buttery, P., Weymouth B. 


Calvert, С. W., Manchester С.В, 
Coy, J. G., Margate B. 
Саше, R., Chislehurst and Sidcup U.D.C. 


TDavies, A. S., Cardiff C.B. 
Doig, W. B., Moray and Nairn C.C. 


, Edwards, K. C., Burnley B. 
Eerie, L., Yorkshire (North Riding) 


Fisher, W. J. H., Plymouth C.B. 


Geldeard, F. E., Blackburn B. 
Gordon, C., Plymouth C.B. 


Johnson, R., 
tJones, D. S, 


Leah, J., Burnley B. 
Masters, F., 


N., Aylesbury and District 
H.M.C., Deputy Finance Officer. 
Griffiths, D. F., Nottingham C.B. 
Harris, D. S. G., Bethnal Green B. 
Hicks, G. D. C., Durham C.C. 
ia J. D., "Yorkshire (West Riding) Renner, C. D., Newcastle upon Tyne С.В. 


TJohnson, E. C., Lambeth B. 
Durham C.C. 
Swansea B. 
Jones, G., Shrewsbury B. 
Jones, J. A., South Shields B. 
TJones, P. J., Bootle B. 
Knox, L. A., Southgate В. 
TLacey, R. K., Glamorgan C.C. 


Martel, G. F., Bristol C.B. 
Huyton-with-Roby U.D.C. 
TMawby, A. B., Hinckley U.D.C. 


McGreal, K. J. M., Worcester C.B. 

Medley, S., Northern Gas Board (Middles- 
brough Division). 

Page, W. J., Ilford B. 

Phillips, B. ’s., Stafford B. 


Roper, E. R. D., Norfolk C.C. 
Rowe, R., Durham C.C, 
Rumbelow, A. P., Chelsea B. 
Sanon, S. J., Birmingham C.B. 
Sault, B. E., Portsmouth C.B. 
Taylor, D. J., Birmingham C.B. 
Thomas, W. A. A., South Shields B. 
Tomsett, R. P., Essex C.C. 
Tongue, 8. Е., "Edmonton B. 
Veevers, A., Burnley B. 
t Waite, J. N., Greenock. 
Watts, R., Yorkshire (West Riding) C.C. 
Wray, R. W., Ipswich B. 


T Passed Part II at a previous examination. 


Summary of Results 





Intermediate Final Part A Final Part B Total 
No. per cent No. per cent No. per cent No. per cent 
Passed 92 25 87 20 5I 34 230 24 
Failed 282 75 351 8o 97  ' 66 730 76 
Total 374 100 438 100 148 100 960 100 








NOTES AND NOTICES 


Personal 


Messrs W. H. Barnes & Co, Chartered Account- 
ants, formerly of 10 Coleman Street, London, ЕС2, 
announce that their address is now 22 Queen Anne 
Street, London, Wi. The telephone number is 
Museum 2427-8. 

Messrs WILDING, SLADEN & Co, Chartered 
Accountants,. of 78 Buckingham Gate, London, 
SW1, announce that their telephone number is now 
Abbey 3312-3. 


Obituary 
GRAHAM GABRIEL PRIOR GOLDNEY, J.P., F.C.A. 


We have learned with regret of the death, on July 
roth, of Mr Graham Gabriel Prior Goldney, J.P., 
Е.С.А. 

Mr Goldney, who was 62, was senior partner in the 
firm of A. C. Palmer & Co, Chartered Accountants, 
of London, Leicester, Northampton, Rushden and 
Bedford. He had been a Justice of the Peace for 
Bedfordshire since 1936. 

On leaving Bedford School at the age of 17, he 
was articled to the late Mr Frederick William Allen 
and was admitted an Associate of the Institute in 
1913. For the next four years, during the First 
World War, he served with the North Staffs (Thé 
Prince of Wales Regiment) and attained the rank of 
captain. 

Elected a Fellow of the Institute in 1926, Mr 

-Goldney had many business activities and was 


secretary of several trade organizations. A prominent 
Freemason, he was a Past Provincial Grand Warden 
of Bedfordshire and had held other high offices. 


GEORGE APPLETON WARLEY, F.C.A. 


It is with regret that we record the recent death, at 
the age of 51, of Mr George Appleton Warley, Е.С.А. 

Admitted an Associate of the Institute in 1927 and 
elected a Fellow in 1936, Mr Warley had been in 
practice on his own account since October 1942, at 
13 Bloomsbury Square, London. He had previously 
been a partner in the former firm of Lucas, Warley 
and Lucas, Chartered Accountants, of London. 

Well known in the City, Mr Warley was Master of 
the Worshipful Company of Farriers and a member 
of the City Livery Club. As a Freemason he was 
Worshipful Master of the Chartered Accountants’ 
Lodge, No. 3162, in 1950-51, and treasurer and a 
founder member of the Farriers’ Lodge. 


In Parliament 
BuiLpING Lasotr: Tax CLAIM 


Colonel CLARKE asked the Chancellor of the Exchequer 
why, though a man is debarred from exceeding the 
free minimum for repairs to his house by employing 
his personal labour in addition, he is also debarred 
from counting the cost of similar labour as a claim for 
relief against Schedule A tax. - 

Mr Boyp-Carrenter: The value of the personal 
labour of the building owner is not reckoned as рагі. 4 
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of‘ the cost of repairs either for the purpose of a 
building licence or for the purpose of a claim for 
^Jrelief against Schedule A tax. 


Hansard, July 16th, 1952. Written Answers. Col. 161. 


Company OFFICES: OVERSEAS REMOVALS 


Mr Grimonp asked the Chancellor of the Exchequer 
how many applications to move registered offices out 
of this country have been made since the Finance 
Act, 1951; and how many of these applications were 
refused. 
Mr Bovp-CanPENTER: About 400 applications for 
. "Treasury consent have been made under Section 468 
of the Income Tax Act, 1952 (formerly Section 36, 
Finance Act, 1951) and three -have been refused. 
Twenty-eight of these applications were for consent 
to transactions falling within subsection (1) (a), 
which makes it unlawful for a company resident in 
the United Kingdom to cease to be so resident without 
the consent of the Treasury. One of these has been 
refused. 


Hansard, July 16th, 1952. Written Answers. Col. 161. 


• 
' FINANCE AND ACCOUNTANTS DIVISIONS 


Mr Екколл, asked the President of the Board of Trade 

the functions of the Finance Division of his depart- 

, ment; and why it is necessary for this division to 
employ 140 people. 

Mr P. Tuorneycrort: The Finance Division of 

the Board of Trade assists the Permanent Secretary 

, in the discharge of his duties as Accounting Officer by 

“ exercising supervision over the financial policy and 

.transactions of the Board, and applying the neces- 

sary controls over expenditure from voted money 


and issues from the consolidated fund. My hon. - 


friend will, therefore, appreciate that the functions 

of the Finance Division are quite different from the 
‘investigations carried out by the Accountants 
Division, and І am satisfied that the staff employed 
is required to carry out these duties. 

Mr ErroLL asked the President of the Board of 
Trade the duties of the Accounts Division of his 
department. . 

Mr P. "ГНОКМЕУСКОРТ: I regret that the printed 
Civil Estimates for 1952-53 contain a misprint and 
what is described as the Accounts Division should 
have been described as the Accountants Division. 
This Division carries out all accounting and investiga- 
tions required by the Board, by the. Monopolies 
. Commission and the Development Area Treasury 
. Advisory Committee. , 


Hansard, July 17th, 1952. Written Answers, Col. 179. 
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Inspector of Foreign Dividends 
CHANGE OF ADDRESS 


The offices of the Inspector of Foreign Dividends at 
Lynwood Road, Thames Ditton, Surrey, and Turn- 
stile House, 94-99 High Holborn, УУСт, have now 
been removed to Neville House, 55 Eden Street, 
Kingston-on-Thames, Surrey (Telephone: Kingston 
9941). | А 

Oversea tax rates will continue to be computed at 
Lynwood Road, Thames Ditton (Telephone: Ember- 
brook 4141, extension 89), and the Inspector’s City 
branch office will remain ‘at Lloyds Bank Buildings, 
55-61 Moorgate, London, EC2, and will be open for 
public business between ro a.m. and 4 p.m. from 
Monday to Friday and то a.m. to noon on Saturday. 


Banking Summer School 


The Fifth International Banking Summer. School, 
inaugurated by the Institute of Bankers, assembled 
on July 19th at Christ Church, Oxford, and continues 
until August rst. Some 170 bankers from thirty-five 
Commonwealth and foreign countries, as well as 
thirty from this country, are attending the School. 

Lectures by leading authorities on international 
trade and finance on the theme ‘Banking and foreign 
trade’ are being supplemented by informal discussions 
between delegates. The lectures are being given in the 
momings from Monday to Friday of both weeks 
with panel discussions on current problems in the 
afternoons. | 


Business Efficiency Exhibition in Liverpool 


A regional business efficiency exhibition, organized 
by the Office: Appliance and Business Equipment 
‘Trades Association, is to be held at St George's Hall, 
Liverpool, from September 22nd to 27th. Some 
fifty exhibitors will be taking part and equipment 
recently developed for the benefit of industries 
particularly prominent in Liverpool and the sur- 
rounding Lancashire towns will be displayed. 


: Cricket 

CHARTERED ACCOUNTANTS v. THE Law Society 
It was a bowler’s day on July 16th when the annual 
match between the Institute of Chartered Accountants 
and the Law Society was held at Wimbledon. The Law 
Society won by 23 runs in a game which, throughout 
the day, was full of interest and surprises. Unfortu- 
nately, Mr Lawrence Robson, who has usually captained 
the Institute side in the past, was unable to be present, 
having been called away to Delhi at short notice. 

When the Law Society were all out at ten minutes 





Telephone: Victoria 2002 (3 lines) 
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past three for 159, it seemed that the Institute had no 
reason to be dissatisfied with their achievement and 
the size of the task ahead of them; and yet by a few 
minutes to six they had lost 8 wickets for under 100 
and the result of the match seemed decided. The 
innings finally closed at 136, all too near the sight 
of victory, after a spirited stand by the two closing 
batsmen. 
The scores were: 


Tue Law БОСЈЕТУ 


J. N. Dennis, c. Makin, b. Crouch .. as d 0$ 
G. F. Oakley, b. Crouch i vs ees SRE 
D. G. Small, c. Stafford, b. Bradley m a .. 58 
A. Fairbairn, c. Makin, b. Crouch НЯ т. си. 
R. L. Clarke, c. Ford, b. Pickard is а .. 23 
О. Nicholls, с. Makin, b. Сша 55 i .. 16 
W. F. Goold, b. Crouch : JA T .. 22 
D. P. L. Cranford, b. Brediey « VS s .. 2 
E RON Bradley .. А vs s Le E 
Н. К, Sawtell, not out .. $e ze CS 
T. L. Outhwaite, c. Ford, b. Bradley . e о 
Extras: b. 15, Lb. 3 .. 18 

'ToTAL - X59 

Bowling: D. A. W. Bradley 20-3-50-4; Н. К, Crouch 


17-4-54-5; J. Pickering 4-1-13-0; А. J. Pickard 


5-0-14-1; С. Ford 3-o-10-0. 
THe CHARTERED ACCOUNTANTS 

S. R. Lang, c. Oakley, b. Clarke es ae ix та 
B. J. A. Lowe, b. Clarke we - T we 29 
M. I. Makin, c. Goold, b. Dennis «s ae ves ТА 
A. J. Pickard, b. Fairbairn E $i EN СӨ 
Н. R. Crouch, b.Goold..  .. га Js 033 
T. В. Stafford, b. Clarke . ais svi 
R. Howell-Jones, с. Oakley; b. Clarke " 26748 
G. Ford, b. Goold : 5 ae .. о 
J. Pickering, b. Goold .. y es = .. 6 
D. A. W. Bradley, not out at ej iu ue. 22 
E. PE A. Reid, b. Clarke PUE. 
Extras: b. 15, Lb. 7, w. 2 24 

TOTAL . 136 


Bowling: R. L. Clarke 20-4-5-41~5; O. Nicholls 4-0-13-0; 
A. Fairbairn 5-o0-27-1; J. N. Dennis 3-1-11-1; 
W. F. Goold 17-7-20-35. : 


LONDON AND BIRMINGHAM CHARTERED — 
ACCOUNTANT STUDENTS 

An enjoyable afternoon’s cricket was played at the 
Barnet Cricket Club ground on July 4th between the 
London and Birmingham Chartered · Accountant 
Students’ · Societies. The London students, who 
batted first, were all out for 49 runs in under ninety 
minutes, while in reply, the Birmingham team 
declared at 137 for 5 wickets after a fine unbeaten 
innings of 69 by Downman. 

'The London students, 88 runs behind, started the 
second innings by losing two quick wickets, but 
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Varcoe, having been sportingly called back following 
a doubtful decision, started aggressive batting. Others 
at the wicket followed his example and Barrie (58) &. 
and Sharpe (36 not out) scored quickly to enable the 
London side to declare 56 runs ahead with thirty-five 
minutes left to play. 'The Birmingham batsmen went 
for the runs and won with nine minutes to spare, and 
five wickets in hand. 

The scores were: First innings: London students 49; 
Birmingham students 137 for 5 wickets declared. 
Second innings: London students 144 for 6 wickets 
declared; Birmingham students 57 for 5 wickets. 


Hull, East Yorkshire and Lincolnshire Society 

of Chartered Accountants 
The. J. J. Campbell Golf Cup was played for over 
the Brough Course on Friday, July 11th, in appalling 
weather conditions and resulted in a win for Mr R. A. 
Barber, a.c.a., with a score of 82—10—72. The 
runner-up was Mr D. C. Stuart Downs, Е.С.А., 
73— Scr. —73. 


Canadian Tax Foundation 
Mr J. Harvey Perry, a senior officer of the Taxation 


Division, Department of Finance, Ottawa, has been. 


appointed Director of Research of the Canadian Tax 
Foundation, Toronto. 


'The Institute of Chartered Accountants in 

England and Wales 
May 1952 INTERMEDIATE AND FINAL EXAMINATIONS 
Notices to candidates who sat for the Institute's 
examinations last May were posted on Friday, July 
25th. A full list of successful candidates will be 
displayed at the Institute from 12 noon on 'l'uesday 
next, July 29th, and will be published in these columns 
next week. 


TAXATION REPORTS 


IMPORTANT SERVICE TO PRACTITIONERS 





These advance reports, published by Gee & Co (Publishers) Ltd, in collabor- 
ation with Taxation Publishing Co Ltd, have the following advantages: 
Reports of every English case are posted to subscribers as soon as possible 


after the transcript of his judgment has been approved by che Judge and is / 


available ye EVERY Income-tax, E.P.T., profits tax, stamp duty, and death 
duty. judgment in the English and Scottish Courts is reported yy The reports 
sc accredited for citation in Court, and are prepared by Mr N. E. Миѕсое, 

C. X The reports include full reports of the judgments with detailed 
аа * А title and subject index Is provided at che end of the year 
оп completion of each volume, 


Annual Subscription 30/- post free 
GEE & COMPANY (PUBLISHERS) LIMITED 


27-28 BASINGHALL STREET, LONDON, EC2 MONARCH 5347-8 
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THE ROYAL COMMISSION 


The British Chambers of Commerce 
and the Society 


CCOUNTING in periods of inflation was the principal 
topic of the public session held by the Royal Commission 
on the Taxation of Profits and Income on July 25th last. 

As reported on another page, Mr FRANK BOWER, C.B.E., and 
Mn У. J. LUXTON gave oral evidence on behalf of the Association 
of British Chambers of Commerce and were followed by Mn 
BERTRAM NELSON, F.S.A.A., Vice-President of The Society of 
Incorporated Accountants add Auditors, and Mr J. S. Heaton, 
Е.5.А.А., who appeared for the Society. 

The Association gave oral evidence in November last on the 
subject of P.A.Y.E. and incentives!. Since then it has submitted 
a second instalment of written evidence in the form of a memo- 
randum commenting on the Report of the Millard Tucker Com- 
mittee.? Probably the most important and at the same time most 
contentious matter discussed in this memorandum, and at the 
meeting, was the question of how profit ought properly to be 
computed in times when the purchasing power of mony is 
changing. 

The new memorandum restates the case for the replacement 
cost basis of charging for assets used up in earning profit, and 
deals seriatim with the objections raised to that basis in the 
Millard Tucker Report. It asserts that: | 

‘The widespread shortage of finance which business із experiencing 
is due to the fact that selling prices have not recovered current costs 
of maintaining an equal volume of stocks at higher prices or the 
current measure of wastage at today’s prices of fixed equipment. 
Taxation has assisted this shortage by withdrawing a high proportion 
of the nominal profits computed in disregard of inflation. 

“The necessary correction to the income and expenditure is to 
charge current income with the current costs of consumption of 
saleable stock and with the current cost of the amortisation of fixed 
assets.’ 

Annexe A to the memorandum gives a ‘technical analysis of a 
method of computing taxable profit to exclude inflation’. It con- 
siders which of the assets and liabilities of a business, computed 
on conventional lines, are to be adjusted for inflation, and it 


‘eliminates them all, one by one, with the exception of fixed assets 


subject to depreciation, and raw materials and processed goods ` 
held for resale. In specifically etiminating assets consisting of 
freehold land and shares, it presumably acts on the assumption 
that the business is not trading in these things. 


3 The Accountant, November roth, 1951, page 036 
2 Ста. 8189. 
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The memorandum rejects any adjustment to any 
of the items on the liabilities side of the balance 
sheet. Briefly, the argument in logic is that these 
represent a claim for money which is already ex- 
pressed in its current value and therefore needs 
no adjustment. However, when it deals with ‘fixed 
preference shares’ (by which are meant presum- 
ably those shares whose rights both to dividend 


and on a winding-up are confined to a fixed sum: 


of cash) the memorandum abandons this argu- 
ment of logic and tackles the point on the grounds 
of equity, namely, that the original subscriber 
bought ‘with his eyes open’ and anyway the shares 
may have changed hands since they were issued. 
This is surely an unfortunate argument to be used 
‘by the protagonists of change in favour of the or- 
dinary shareholders, for these too buy with open 
eyes and sell their shares to new holders who 
had no hand in the raising of thé original capital. 
The difference between the two kinds of holders 
is that while preference holders inevitably lose 
from inflation, ordinary holders gain from it, 
but not so much as they would gain if taxation 
was at the same time reduced in their favour. 

To return from equity to logic, the memo- 
randum deals in detail with adjustments of stock 
valuation to, broadly speaking, a LIFO basis. This 
consists, briefly, in making an addition to the 
opening stock debit to reflect increased prices of 
the stock itself during the year, and to reduce 
the stated profit accordingly. It transpired at 
the meeting that the Inland Revenue have pro- 
duced a memorandum criticizing this proposal 
and indeed there seem to be grounds for it. 
‘Traders are in business to buy cheap and sell 
dear and in so far as a price rise in particular 
goods is independent of a fall in the value of 
money it represents a normal profit. The Asso- 
ciation have accepted that any adjustment should 
be made by reference to an index of prices in 
general. Besides meeting criticism, it is obviously 
much easier administratively. 

In its suggested modified LIFO method, the 
memorandum says: 

‘Debit profit and loss and credit stock reserve 
with a sum equal to the difference between the 
opening stock valuation at opening prices and a 
similar volume of closing stock valued at cost.’ 

Given that no corresponding adjustment is to be 
made for the fall in the burden of indebtedness 
during the year, the trader who finances his stock 
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entirely on borrowed money will reap a con- 


‘siderable advantage by escaping tax on the in- 


crease in the net real value of his current assets. 
It is hardly correct to say that this increase cannot 
be turned to account without giving up the 
business. A simpler way would be to reduce the 
scale on which the business was carried. on. 

Even if it is agreed that.the creditor who lent 
the money in the first place and received it back 
in depreciated pounds has nothing to complain 
of, the question remains whether the advantage 
that a trader has thus secured, by his trading 
purely in circulating assets, is a profit or not. If 
it is not true profit, it is something remarkably 
like it. The principle is more striking when the 
trade is not in physical goods but in debts, as 
when a money-lender lends pounds in return for 
a larger number of depreciated pounds in thi 
future. His stock too is shown in pounds, but the 
opening pounds are worth more than the closin 
pounds, so a stock adjustment would logically 
apply. Nevertheless, if his business is financed 
on borrowed money, then, according to the 
Association, an adjustment for that would not be 
logical. Where the money-lender’s stock of debts 
always approximated to his current liabilities, 
the Association's adjustment might produce 
farcical results. _ 

The memorandum’s suggested method of 
dealing with depreciation is to calculate for each 
item of plant in each year its current replacement 
cost, divide that by its historical cost, and apply 
the resulting factor in multiplying the current 
normal depreciation allowance. When an asset 
was sold, the residue of unallowed expenditure 
would be calculated by converting each of the 
allowances already granted into the currency of 
the year of disposal and deducting the aggregate і. 
of е adjusted amounts from the current replace- 
ment cost. A balancing allowance would be given 
on the excess of this residue over the proceeds of 
sale, with a corresponding charge where the 
proceeds exceeded the residue. This complicated 
calculation would be impracticable where wear 
and tear was given on a global figure and the 
memorandum provides for a modification in that 
case, adding that ‘no normal business keeps its 
fixed assets records in that manner’. 

As in the case of stock, the Association has 
modified its proposal in the light of the Inland 
Revenue criticism. Apparently the main modifica- 
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tion is to adopt a general price index as a factor, 
instead of estimating the current replacement 
cost of every item each year. Where an asset has 
still very many years of life before it, the present 
cost of replacing may be academic. 

In connexion with profits tax, the memorandum 
draws attention to the problem of the contingent 
liability to refund non-distribution relief. It puts 
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forward the tentative suggestion of cancelling all 
such contingent liabilities and to substitute a flat 
rate for future profits, regardless of distributions. 
'This would be somewhat rough justice in the 
eyes of those companies who have already paid 
at the top rate, possibly because of having dis- 
tributed a capital profit or a profit made before 


1947. 


РА 


^ THE SOCIETY'S EVIDENCE 
. The Society's evidence under Head A of the 


Commission's questions begins with the observa- 
tion that taxation is now so heavy as to have 
removed the 'area of manoeuvre'. It recommends 
no substantial change in P.A.Y.E. but suggests 
that what modest disincentive effect it has could 
be further reduced by a further graduation in 


reduced rate relief, and thus anticipates the last. 


Budget. Profits tax it would abolish altogether, 
for reasons which have already been stated. 
Failing abolition, it recommends the exclusion of 
fixed preference dividends from distribution. · 
The memorandum asserts that the present 
taxation of corporate income is an illogical basis. 
Accepting the possible economic advantages of 
taxing distributed profit: more heavily in times 
of inflation, it suggests that this feature could be 
incorporated in income-tax with anti-avoidance 
provisions analogous to those used in assessing 
sur-tax on companies. It also suggests that the 
current year basis of assessment might be applied 


to companies without being extended to individual 
traders. | 

A tax on capital gains is, in the Society’s view, 
neither practicable nor desirable. It points out 
that in so far as a company makes a capital gain, 
any attempt to distribute it in effect attracts a 
distribution charge under profits tax. This does 
not, of course, cover the case of a shareholder 
selling his appreciated shares before the capital 
gain has been distributed. Certainly an apprecia- 
tion in the value of an ordinary share by reason 
of retained profits is in effect a taxed apprecia- 
tion, as we pointed out two weeks ago when 
dealing with the evidence of the Fabian Society. 

The Society points out some very pertinent 
practical objections to a capital gains tax and, 
like other witnesses, it reminds the Commission 
of the possibility of taxing many so-called capital 
transactions as trades and suggests that the 
remedy may lie in a more robust attitude on the 
part of the Revenue to ‘schemes of profit-making’. 


GENERAL COUNCIL OF BRITISH SHIPPING 


The memorandum of the General Council of 
British Shipping, which we made the subject of 
a leading article on September rst, 1951, was 


У followed last month by a supplementary memo- 


randum which repeats the submissions made by 
the Council to the Millard Tucker Committee, 
submissions which that committee rejected. The 
submissions made in the first-mentioned memo- 
randum are alternative to those made to the 
Millard Tucker Committee. 

The first submission of the supplementary 
memorandum is that wear and tear and initial 
allowances be taken into account in arriving at 
loss for the purpose of what used to be ‘Section 
34 relief’ (now relief under Section 341 of the 
Income Tax Act, 1952). The Millard Tucker 


Report referred to the administrative concession 


under which capital allowances for a particular 
year can be applied in creating or augmenting a 
loss for this purpose and recommended that it 
be made statutory. The General Council, how- 
ever, prefer а more elaborate method. 

'The next suggestion is that wear and tear and 
initial allowances be available for set-off against 
profits of the preceding six years. Where replace- 
ments are undertaken at the close of a period of 
prosperity and are followed by several lean years, 
a shipping company may be effectively deprived 
of the benefit of the allowances for a very long 
period — hence the submission. 

The third suggestion is that when capital 
allowances are carried forward (or backward as 
suggested) they should be set off not only against 
Case I profit but against all other income, as in 
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the case of Section 341. An appendix to the 
supplementary memorandum ‘contzins figures 
which indicate that a surprisingly large propor- 
tion of a shipowner’s business ‘income falls out- 
side Case I of Schedule D. He has to build up 
large depreciation reserves which are invested 
against the day when a ship must be replaced. 
Incidentally, when the investments consist of 
fixed interest securities the shipowner is doubly 
disadvantaged by inflation. The ordinary trader 
usually finds that higher replacement costs are to 
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Double Allowance 

ECTION 19 (2) (b) excludes from that 
Se expenditure which is incurred in the 

course of a trade of mining exploration and 
which is deductible in computing the profits of 
that trade. Of course, such expenditure would be 
unlikely in those circumstances to zall within the 
term 'capital expenditure! within Section 305, so 
that Section 19 (2) (b) is unlikely to have much, 
application. 

A more general provision against double 
allowance is contained in Section 19 (3) (а) which 
prohibits a deduction under Section 19 in addition 
to a deduction or allowance in favcur of the same 
person under some other provision. It is difficult 
to understand the necessity for Section 19 (2) (5) 
as well as this more general provision. 

Section 19 (3) (b) excludes from Section 309 
(2) of the Income Tax Act, 1952, any expenditure 
which is allowed as a deduction under Section 19. 
Section 309 (2) deals with assets resulting from 
exploration expenditure which the person incur- 
ring the expenditure sells without having carried 
on a trade in working the source in question. It 
permits the purchaser of the assets who does 
carry on the trade to claim allowances under 
Chapter III in respect of the expenditure or in 
respect of the price he paid, whichever is the less. 
If the person who incurred the expenditure was 
allowed to deduct it under Section 19 in com- 
puting the profit of some other trade, the pur- 
chaser cannot claim any allowances under Section 
309 (2). 

Subject to the above provisions against double 
allowance, Section 19 is not to affect the right to 
any deduction or allowance under any other 
provisions of the Income Tax Acts (Section 19 (3)). 
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some extent balanced by higher current profits. If 
his replacement fund is tied to a depreciating pound; 
the difficulties of finance are greatly increased.. 
Initial allowances are still a live issue for ship- 
owners because shipbuilding contracts entered 
into by April 1oth, 1951, are not affected by the 
suspension, even though the relevant expenditure 
be incurred after April 5th, 1952. The supple- 
mentary memorandum says that such expenditure 
may be incurred five or six years later in the case | 
of large ships. 


ACT, 1952—IV . 


Section 19 (4) provides that the section is to 
be construed, and the Income Tax Act, 1952 is to 
have effect, as though the section were contained 
in Chapter III of Part X of that Act. It follows 
that the Revenue can make regulations under 
Section 311 for the purpose of carrying Section, 
I9 into effect, and that the regulations already 
made apply to it where appropriate. Also, the 
definition provisions in that chapter will apply to 
Section 19. 


Allowances for Mining Exploration 
Machinery 

Section 20 is designed to cure an anomaly pointed 
out in paragraph 242 of the Millard "Tucker 
Report.? The anomaly arises as follows: Chapter ITI 
of Part X (i.e. Sections 305 to 312) of the Income 
Tax Act, 1952, provides, as stated, for allowances: 
in respect of capital expenditure incurred in con- 
nexion with the working of a mine, oil well, or 
other source of mineral deposits, provided the 
expenditure is on (a) exploration, i.e. searching 
for or discovering and testing deposits, or win- 
ning access thereto; or (b) the construction of 
certain works which are likely to be of little or no 
value when the source ceases to be worked. 

Paragraph (iii) of the proviso to Section 305 (1) 
excludes from the above allowances any expendi- 
ture on machinery or plant or on an asset which 
has been treated as machinery or plant. According 
to the Millard Tucker Report this exclusion no 
doubt rests on the presumption that this machin- 


ery or plant will qualify as such for the deprecia- $ 


tion allowances in Chapter II. Circumstances may 
arise, however, in which the machinery does not 
so qualify. It cannot qualify for a machinery 
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annual allowance for any assessment: year of a 
trade unless it was ‘in use for the purposes of the 


trade at the end of the basis period for that year | 


of assessment’ (Income Tax Act, 1952, Section 
280). ‘Basis period’ is defined in Section 333. 

Accordingly, where the exploration precedes 
the date of commencement of the trade, use of the 
machinery before that date will not qualify it for 
machinery annual or balancing allowance. If, 
moreover, the machinery is worn out or disposed 
of before that date; it will qualify for no allowance 
at all. 


` Section 20 in effect éxtends to such machinery : 


as is mentioned above the special mining annual 
and balancing allowances provided by Chapter III 
of Part X of the Income Tax Act, 1952, but sub- 
ject to stringent safeguards against double allow- 
ance. Section 20 is to be construed as if it were 

. contained in Chapter III of Part X of the Income 

. lax Act, 1952, and that Act is to have effect 
accordingly. 


© Expenditure within Section 20 


Section 20 (1) provides that for the purposes of 


Part X of the Income Tax Act, 1952 (which deals 
with capital allowances), expenditure on explora- 
tion shall include expenditure on machinery and 
plant, and in effect repeals paragraph (iii) of the 
proviso to Section 305 (1) of that Act in so far as 
it applies to exploration expenditure. However, 
once an ordinary initial or annual allowance has 
been granted for any year in respect of the 
machinery as such, it will not qualify for relief 
under Chapter III for that or any subsequent 
year. This applies even where the machinery 
initial or annual allowance was granted for a year 
prior to 1952—53, i.e. where it was granted under 
у Rule 6 of Cases I and II of the Income Tax Act, 
1918, or Section 15 or 20 of the Income Tax Act, 
1945 (Section 20 (2)). 

Section 20 is expanded by certain provisions 
of the Fifth Schedule to the Finance Act, 1952, 
- which schedule defines the expenditure within 
Section 20 as ‘relevant expenditure’ or ‘relevant 
expenditure on machinery and plant’. 

Paragraph 3 of the Fifth Schedule still further 
restricts the expenditure falling within Section 20. 
The object of the paragraph, broadly speaking, 
is to restrict Chapter III allowances to such part 
of the expenditure on exploration machinery as 

can be said to have been used up in the explora- 
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tion. Paragraph 3 (1) applies where the person 
using the machinery for exploration of a par- 
ticular source either has also used it for some 


. other. purpose, or else works the source in the 


course of a trade before having sold, destroyed 
or demolished the machinery. It provides that in 
those circumstances his expenditure on the 
machinery in connexion with that source is to be ` 
reduced for Chapter III purposes to such an 
amount as, in the opinion of the Commissioners 
having jurisdiction in the matter, does not exceed 
the diminution in value of the machinery attri- 
butable to its use in exploration of the source. It 
will be remembered that an individual source is 
limited to land ‘in the same mineral field or petrol 
province’? - 

The proportion of the expenditure attributable 
to the use of the machinery in working the source 
in the course of trade does not qualify for 
Chapter ITI allowances. Normally it will qualify 
for the usual plant and machinery allowances 
under Chapter II, as to which, see below. 


Expenditure on More than One Source 
Paragraph 3 (2) of the Fifth Schedule deals with 
machinery which has been used in exploration at 
more than one source. It is of course obvious that 
such machinery must fall within paragraph 3 (1), 
since in relation to any one of such sources it 
cannot be denied that the machinery has also been 
used ‘for some other purpose’, viz., in exploring 
another source. 

Paragraph 3 (2) merely provides, not un- 
naturally, that the aggregate of the amounts of 
allowable expenditure arrived at under para- 
giaph 3 (1) for a particular person shall not 
exceed his total expenditure on the machinery. 
Paragraph 3 (2), in other words, recognizes that 
when the opinions of different bodies of Commis- 
sioners about a particular block of expenditure 
have been combined, the result will not necessarily 
be rational. Indeed, the fall in the value of an 
item of machinery may be due to so many differ- 
ent causes, especially in an unstable economy, that 
the ascertainment of how much is attributable to 
its use for a particular purpose can be almost 
pure guesswork. 

(To be continued) 





1 Regulation 3 of the Income Tax (Mineral Deposite) 
Regulations, 1947, (S.R. & O. 1947, No. 947). 
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REPAIRS ALLOWANCE 


CONVERSION OF HOUSES 
by T. J. SOPHIAN 


owner excess maintenance relief in cases 

where the cost to him of maintenance, 
repairs, insurance and management, according to 
the average of the preceding five years has 
exceeded, in the case of houses, the normal 
repairs allowance (‘the authorized reduction’ 
as it is called) granted by Rule 7 (3) of No. V of 
Schedule A. 

At the present time many large and dilapidated 
houses are being repaired, and in the process 
are being split up into smaller units. To find 
tenants for these old-fashioned houses is no 
longer practicable, because of economic and 
social changes. One of the problems that faces 
the owner is whether he can preserve the excess 
maintenance allowance in respect of the extra 
expenditure for repairs that he has incurred, in 
the event of his splitting up the property into 
flats, which usually will be self-contained. It is 
somewhat surprising that the actual cost of 
separation may be comparatively small, not- 
withstanding that the expenditure incurred in 
modernization may be substantial. And if the 
cost of separation as such may be small, the cost 
of reuniting the flats subsequently will equally 
be small. 


К 8 of No. У of Schedule A gives an 


Risk of Loss of Identity 

But the risk that is run in the process of modern- 
ization is that the original building may lose its 
identity; and.if that be the case, then as the 
law at present stands, the owner will lose the 
excess maintenance relief that he would other- 
wise have obtained by execution of the necessary 
repairs to the dilapidated property had the 
property not been altered, and had it been 
restored instead to its original state. 

In connexion with the execution of alterations, 
it may also be observed that concessionary relief 
may be obtained under paragraph 5 (c) of the 
extra-statutory concessions in respect of the 
estimated cost of repairs obviated by alterations, 
but only if the alterations have not created a new 
subject of assessment. 

This deprivation of owners*of their right to 
excess maintenance relief in cases where con- 
version alters the identity of the property, is a 
rule which works extremely harshly against the 
taxpayer, and it is a grievance which ought to 
be remedied by amendment of the law. 


Unit of Assessment and Charge 
Where a building is repaired and converted and 
let out in flats, it is important to note that the 
comprising building still constitutes the unit of 
charge; for Rule 8 (c) of No. VII of Schedule A 
provides that the assessment and the charge shall 
be made upon the landlord in respect of any 
house or building let in different apartments 
and/or tenements, and occupied by two or more 
persons severally. Any such house or building 
shall be assessed and charged as one entire house or 
tenement. 

In this connexion it should be observed that 
the question as to what is the entity is one of 
degree on which different minds might form differ- 
ent opinions (see per Lord Hanworth, M.R., in. 
Towle v. Improved Industrial Dwellings Co ([1931] 
1 K.B. at page 279)), but this much seems to be 
clear, viz. that the building containing the flats, 
e.g. a block in a block of flats, will be treated as 
the unit of assessment if there is a common 
entrance from the street leading to the flats in 
that building. This point was determined by 
Towle’s case (supra) and see Norwich Union 
Life Insurance Society v. Embleton (11 'T.C. 681; 
6 A.T.C. 544). Where there is such a conversion, 
the unit of assessment will be the comprising 
building, and the various flats in the building 
will not constitute separate units. 


Adoption of Previous Annual Value 
There is also this peculiarity of the law which is 
to be noted. Under Section 27 (3) of the Finance 
Act, 1930, the annual value of any property which 
has been adopted for the purpose of income-tax 
for any year of assessment is to bé taken as being 
the annual value of that property, for the next 
year of assessment, unless that year is a ‘year of 
revaluation’. There has been no revaluation for 
many years, going back to before the war. 
Revaluation was postponed because of the war, 
and the position, therefore, is that Schedule A 
assessments cannot be altered, except where the 
identity of the property has been changed, as 
the result of alterations and the like (Turner v. 
Carlton (5 Т.С. 395)). 

But having regard to the provisions as to the 
chargeability of tax on excess rents contained in 
Sections 15, 16 and 17 of the Finance Act, 1940, 


the Revenue does not lose; since if the owner. 
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converts the property into a number of flats and 
the original identity of the property is not thereby 
destroyed, the owner would be chargeable in 
respect of the excess of the rents received, over 
the Schedule A assessment, which would remain 
unchanged. But as already pointed out, if the 
identity of the original unit was thereby de- 
stroyed, he could not obtain the excess mainten- 
ance relief in respect of the excess expenditure 
and repairs to the property. 

This, then, is the problem facing the owner 
who proposes to modernize the old building. 
How can he avoid a change of identity of the old 
building? 


Rent Act Decisions on Change of Identity 


In determining whether there has been a change 
of identity in any particular case, decisions on 
the Rent Restrictions Acts offer some guide, but 
at the same time these decisions are to be applied 
with caution. The question of change of identity, 

efor the purpose of the Rent Acts, generally arises 
in connexion with the determination of the 
standard rent of portions of a house, which are 
let off separately. If a portion of a house, which 
has a standard rent of its own, is let separately, 
then in determining the standard rent of that 
portion, it is necessary to ascertain whether that 
portion has changed its identity. If it has, that 
portion will have an independent standard rent 
of its own; if it has not, then its standard rent 
will have to be determined by apportionment of 
the standard rent of the whole building of which 
it forms part. 


Numerous Decisions 


The decisions on change of identity for the 
purpose of the Rent Acts are very numerous, 
and there are not only English but also Scottish 
and Irish decisions. Unfortunately, as must 
necessarily happen in such cases, each decision 
largely depends on its particular facts. But there 
is one pitfall that should be avoided. It is neces- 
sary to distinguish between alterations which 
may even be of a structural character and which 
constitute improvements without altering the 
identity of the property, and alterations which 
do alter the identity. On this point one might 
refer to the observations of Lord Radcliffe in 
Langford Property Co v. Batten ([1950] 2 All E.R. 
at page 1088). Thus, he said in that case: 

"The Rent Acts do not contain any explicit 
directions how to treat changes in the subject- 
matter of a tenancy which embraces a house within 
the Acts. Two main causes must be responsible if 
such changes come about. One is a physical 
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change brought about by improvement or struc- 
tural alteration of the premises. The other is an 
alteration of the subject-matter by including in a 
subsequent letting more than was previously let or 
alternatively by excluding some part formerly 
demised. In the first case, I think it reasonably 
clear that the Acts do not regard mere improvement 
or structural alteration as effecting a change of 
identity for the purposes of standard rent. On the 
contrary the provision of Section 2 (1) (a) of the 
Act of 1920, which allows the landlord, by way of 
permitted increase of rent, a certain percentage on 
the amount of his expenditure on improvements or 
structural alteration, shows, that for the purpose of 
Section 12 (1) (a) of the same Act, the dwelling- 
house as improved or altered is regarded as the 
same dwelling-house as before. Some change more 
radical than the mere fact of improvement or 
structural alteration must take place before it can 
be said that, in effect, the dwelling-house, which 
will then be under consideration has not been 
previously let.’ 

And Lord Radcliffe later added at pages 

1088, 1089: 

"The question is not so much whether the 
premises are in all respects the same as whether the 
dwelling-house now in question is the same 
dwelling-house as before. Trivial variations – a 
few feet here or there — ought not to be treated as 
causing a change. That argument, that any varia- 
tion in the parcels demised must result in law in a 
new dwelling-house, was advanced on behalf of the 
landlord in Hemming v. Wheeler ([1948] 2 K.B. 61) 
and was rightly rejected.’ | 
Further, it is necessary, for tax purposes at any 

rate, to remember that it is the comprising 
property which constitutes the unit of assessment, 
and that the problem is to be approached by 
considering whether or not the comprising 
unit, as such, has lost its identity as the result 
of the alterations, and not whether new entities 
have been created within that unit; for it would 
appear that it does not necessarily follow that the 
comprising unit will lose its identity merely 
because of the creation of some new entities 
within it as the result of the alterations. 


Conclusion 

Where an owner is contemplating alterations, 
and the premises are in a dilapidated condition, 
it may in the long run prove to be the best policy 
to submit the plans and specifications in advance 
to the Inspector, and to get an assurance, other 
things being equal, that the case is not one in 
which any loss of identity would be occasioned 
by the conversion, and that accordingly the right 
to excess maintenance relief would not thereby 
be lost. 
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"THE ACCOUNTANT IN INDUSTRY-I 


by W. S. RISK, B.Com., C.A., F.C.W.A. 


Last week we reproduced the paper by Mr F. R. M. de Paula, C.B.E., F.C.A., on this 
subject, written for the Sixth International Congress on Accounting, and we now give 
the first part of the paper by Mr W. S. Risk, B.Com., C.A., F.C.W.A. The rappor- 
teur’s summary of all the papers, together with a report of the ensuing discussion, 
and a résumé of additional remarks by Mr Risk, are published at pages 668-674 
in our issue of June 28th, 1952. Lack of space prevents our reproducing the other 
papers on this subject. The names of the authors and their professional organiza- 
tions are shown at page 607 of our issue dated June 7th, 1952. 


INTRODUCTION 


UCH has been said and written about 
N || accountants in industry and many соп- 
flicting opinions have been expressed about 
their function and the contribution they can make to 
industry. It can, however, be claimed with reasonable 
assurance that those 
who manage industry, 
and make the decisions, 
are becoming increas- 
ingly aware of the value 
of the accountant’s ser- 
vices in assisting them 
to make better and 
quicker decisions and to 
measure and to present 
the results of these 
decisions. 

The main purpose of 
this paper is to consider 
by what means the 
manager and the ac- 
countantinindustry can, 
in co-operation, improve 
the service given by the 
accountant and advan- 
tageously extend the use 
made of the service by 
the manager. It is neces- 
sary, therefore, for these 
purposes to define the 
terms ‘manager’, ‘industry’ and ‘accountant’. 

Management! has been described by Sir Charles 
Renold, the first Chairman of the British Institute 
of Management, as being ‘the process of getting things 
done through the agency of a community’. A manager, 
therefore, is taken to mean anyone at any level of the 
organizational structure from a charge-hand to a 
managing director who is concerned with the making 
of decisions (policy or otherwise) and with ensuring 
that these decisions are implemented by those under 
his control. 

Industry is taken to mean the entire industrial 


1 An address on "The functions of management’ delivered 
by Sir Charles Renold at a meeting of the London and 
District Society of Chartered Accountants in London on 
November 17th, 1948. Published in The Accountant of 
November 27th, 1948, page 434. 





Mr W. S. Risk, B.COM., C.A., F.C.W.A., speaking in the Royal 
Festival Hall during the International Congress 


community engaged in the processes of extraction, 
manufacture and distribution. It is interesting to note 
in this connexion that according to the Ministry of 
Labour’s figures for June 1950, out of a total of 
55,129 establishments, 41,423 (i.e. 75 per cent) 
employed less than 100 people. 

The accountant is the 
executive responsible 
for producing accounts, 
facts and figures (statu- 
tory or otherwise) relat-« 
ing to the organization 
for the use of manage- 
ment and employees, 
customers and suppli- 
ers, shareholders and 
the State. His functions 
may be concerned with 
financial accounting, 
cost accounting and in- 
ternal auditing and his 
title, the scope of his 
activities and his res- 
ponsibilities vary widely 
as between one organiz- 
ation and another. 

The accountant in 
this context does not 
include practising 
public accountants and 
auditors, nor, unless 
specifically stated in the paper, does it include the 
accountant who holds a managerial position other 
than that of the financial executive of the organization. 

'This last-named executive function, however, is 
dealt with more fully in the complementary paper 
submitted by Mr Е. R. M. de Paula, с.В.Е., Е.С.А., 
with whom the author is happy once more to be in 
collaboration. 

'The opinions expressed in this paper derive from 
the experiences of others, as published in numerous 
accounting and other journals in this country and 
elsewhere, combined with the personal experience of 
the author who has been fortunate in that his work 
has brought him in contact with accountants and 
accounting organizations in firms of different sizes 
on a wide range of industries in this country. : 

It is fully realized that these opinions may be 
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challenged, that they may be wrong and that British 
methods and techniques may differ from those in 
use in other countries. Nevertheless, objective 
examination, comparison and discussion of technique 
and experience between one firm and another and 
between one country and another can hardly fail to 
be for the benefit of all concerned and these are indeed 
thefobjects of the Congress which it is hoped this 
paper will, in some small measure, help to advance. 


FUNCTIONS AND RESPONSIBILITIES : 
Basic Functions 


Basically the function of the accountant in industry 
is to record events as they affect the organization o 
which he forms a part. : 

Мт W. W. Fea, in an excellent article! in The 
Accountant of August 27th and September 3rd, 1949, 
said: 

*Accounting is both a science and an art. 'T'o use 
accepted definitions, the science consists in recording, 
classifying and summarizing in a significant manner, 
transactions, operations and events, in terms of 
quantity, time and money; the art consists in 
interpreting the results thereof.' у 
Те has long been accepted that the role of the 
‘accountant in industry goes beyond this primary 

conception, but while acknowledging the wider 
aspects of control through accounts, it should not be 
forgotten that the effectiveness of the application of 
the accountant’s work will depend in no small measure 
upon the extent to which the initial recording is 
effectively organized to meet the demands to be made 
upon it. | - 

Thus the accountant's function may conveniently 
be subdivided into two main categories: 

(1) Executive, 

(2) Informative, : 
and it is proposed to consider each of these in turn. 


Executive Function 


The executive function comprises mainly the respon- 
sibility for recording transactions to which reference 
has already been made. Originally these records 
consisted of those denoting amounts due to and by the 
concern, and of amounts received or paid by it. We 
have travelled far from the days of such simplicity 
and the demands made upon the accountant qua 
accountant in industry have grown steadily in amount 
and in complexity. They have resulted in the develop- 
ment of modern techniques of financial and cost 
accounting and the integration of accounting records, 
for all of which the accountant is naturally respon- 
sible. f 
In most small or medium-sized firms the accountant 


. (acting also, perhaps, as secretary of the company) is 





* An address on “The presentation of accounting statements 
for management’ by Mr W. W. Fea, B.A., A.C.A., to the 
Summer Course of The Institute of Chartered Accountants 
in England and Wales on July 16th, 1949. Published in 
The Accountant of August 27th, 1949, and September 
„314, 1949.. . Ее 


THE ACCOUNTANT 


125 


responsible also for all office organization and all 
clerical work. This carries with it the responsibility 
for the choice of staff and office machinery necessary 
to perform the work. It requires in the accountant the 


‘ability to choose and keep staff and to this end he 


must be capable of applying, consciously or otherwise, 
such techniques as job evaluation and merit rating in 
so far as they apply to clerical and administrative staff. 

This responsibility requires also a general know- 
ledge of the principles of machine accounting and a 
particular knowledge of the different types and makes 
of machines and the uses and capabilities of as many 
of them as possible. Calculating, typing, telephone 
and stationery staff and equipment also commonly 
come within the executive control of the accountant. 

Employee services such as the calculation and 
payment of wages are not the least of the accountant's 
additional responsibilities. In many industries this 
task is neither onerous nor difficult and involves only 
simple calculations by office staff and an under- 
standing by the accountant or his deputy of trade 
union or other relevant agreements. 

In some industries in Great Britain, such as certain 
branches of engineering and textiles, however, 
wages calculation is extremely complicated, often 
as a result of unintelligible wages awards which are 
anomalous and cumbersome in their operation or 
because of technicalities within the industry. Wages 


.incentive schemes based on. individual or group 


outputs have been increasingly employed and as a 
rule responsibility for their successful operation is 
eventually laid upon the accountant. Too often such 
schemes are devised and agreed without the know- 
ledge of the accounts department which is left with 
the responsibility of operating a scheme that is 
unworkable in practice. It is the experience of the 
author that it is generally advisable for the accountant 
to be represented at the inception of these schemes. 
This calls for co-operation between him, the other 
executives and the employees concerned. Apart 
from the direct results achieved, such a procedure 
gives the accountant a useful opportunity of obtaining 
first-hand information about production problems 
and employees and their reactions, an experience 
which may well stand him in good stead in carrying 
out the interpretative part of his functions. 

Additional employee services involve the creation 
and disbursement of sickness, savings and pension 
funds, holiday, social, sports and other welfare funds, 
and, sometimes, the operation of the canteen facilities. 

Credit and discount control, insurance arrange- 
ments, complying with the requirements of company, 
law, knowledge of the law relating to industrial 
injuries and kindred subjects are other matters for 
which the accountant and his department are 
normally responsible. 

This list is an impressive one and in considering 
the knowledge required successfully to discharge all 
the duties involved, one may well echo Goldsmith’s 
words ‘and still they gazed and still the wonder grew 
that one small head could carry all he knew’. It is, 
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however, only a beginning, for the accountant seeks 
to render service to industry and to do so effectively 
he must apply to his own department the same tests 
of efficiency that he would himself apply to a pro- 
duction department, continually striving to improve 
his methods and his results. 


Informative Function 


It is, however, mainly in management’s use of 
accounting results that the accountant’s efforts 
reach fruition and this is brought about through the 
informative function. Any business which seeks to 
become or to remain efficient must have a plan or a 
policy that is capable of being expressed in some 
coherent manner. Once the plan has been made, 
control can be exercised by comparing actual results 
with the plan. 

Henri Fayol,! the French industrialist, said: 

‘The control of an undertaking consists of seeing 
that everything is being carried out in accordance 
with the plan which has been adopted, the orders 
which have been given and the principles laid down. 
Its object is to point out mistakes in order that they 
may be rectified and prevented from recurring again.’ 
Normally a plan or policy is built from, and is 

dependent upon, the interaction of a variety of facts 
and circumstances which it is necessary to express in 
а common medium. Sir Charles Renold,? to whom 
earlier reference has been made, said: 

"The extreme importance of the technique of 
accountancy lies in the fact that it works in the most 
nearly universal medium available for the expression 
of facts so that facts of great diversity can be repre- 
sented in the same picture.’ 

It follows, therefore, that the role of the accountant 
is to express the plan and the digressions from it in 
a medium and a manner in which both can be clearly 
recognized. Perhaps it is not too much of a simplifi- 
cation to say that planning necessitates the translation 
of facts (or estimates) into terms of money, whereas 
control, or, more correctly, the means of control, is 
obtained by turning money values into facts. 


Management in Balance 


There are, however, always influences tending to 
disturb either the plan or the performance and not 
the least of these influences derive from the per- 
sonalities and prejudices of the executives within a 
business. Some of these prejudices and their effects 
are as follows: 

First there is the financially-minded manager 
(often an accountant), penny wise and pound foolish, 
who tends to live with his head in the petty cash book 





t An article on ‘Inventory management know how’ by 
Harold E. Bliss, published in the National Association of 
Cost Accountants’ Bulletin of August 1951, page 1476. 


? An address on “The functions of management’ delivered 
by Sir Charles Renold at a meeting of the London and 
District Society of Chartered Accountants in London on 
November 17th, 1948. Published in The Accountant of 
November 27th, 1948, page 434. 
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from which he emerges only to refuse requests for 
expenditure on plant, expansion or research. 

Secondly, there is the sales-minded manager 
(inevitably a former salesman), an extrovert who plans 
and dreams, to whom the grass on the other side of 
the fence is always greener and who is prepared to 
sell anything and everything except that which can 
be economically produced. 

Thirdly, there is the factory-minded manager 
(usually a production engineer), obsessed with the 
idea of new plant, regardless of cost, who insists on 
special purpose equipment without consideration of 
the market available, the sales policy and the finances 
of the firm. 

Fourthly, there is the product-minded manager 
who, never satisfied with the product, upsets pro- 
duction with one modification after another, thus 
creating havoc with the plans of the drawing office, 
the works manager and the sales manager, and who, 
if allowed to go on too long, eventually brings the 
firm to bankruptcy. 

Fifthly, there is the volume-minded manager who 
concentrates on volume of production, without 
regard to cost. . 

Sixthly, there is the price-minded manager who is 
always convinced that if he can continue to cut his 
price just below that of his competitors, he will 
capture the market and sell huge quantities of his 
product. 

Finally, there is the profit-minded manager who 
represents management in balance. He allots to each 
of the above points of view the importance due to it 
in any given circumstances without putting excessive 
emphasis on one to the exclusion of the others. 

‘It is towards the attainment of this balanced 
management that the intelligent application of the 
accountant's techniques of preparing, interpreting 
and presenting figures can contribute in great measure, 


Productivity 


The subject of productivity or productive efficiency 
in industry is at present engaging great attention in 
this country. Much has been said and written on the 
subject — some of it wise and some of it not so wise. 
Having said that, it is perhaps daring to suggest that 
productivity in industry tends to be regarded from 
too narrow a point of view. 

Why is it that when one speaks of productivity 
one nearly always discusses the man at the bench, 
the operator or, it may be, the production engineer? 
This point is well made in the Report on the ‘Measure- 
ment of productivity — applications and limitations? 
issued jointly by the Institute of Cost and Works 
Accountants and the Institution of Production 
Engineers. 

An industrial undertaking is a community. In that 
community there are those responsible for: 





$ ‘Measurement of productivity ~ applications and limita- 
tions.’ Issued by the Joint Committee of the Institute of 
Cost and Works Accountants and the Institution of Produc- 


tion Engineers and published by Gee & Co (Publishers) Ltd., 


~ 
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Design and product research; 
Production; 

Selling; 

Finance; and 

Co-ordination or management. 


There cannot be high productivity in any under- 
taking unless all these functions are being performed 
efficiently and are in balance in relation to each other. 
For the reasons already given it is the accountant who, 
more than anyone else in the organization, should be 
in a position to measure the increase or decrease in 
the effectiveness of the combination and, therefore, 
in the productivity of the whole organization. 


Information Required 


The accountant has to supply information to a variety 
of interests for many different purposes. These are 
well set out in an article! in the Cost Accountant 
of November 1949, by Mr F. Leadbetter, F.c.w.a., 
Е.С.1.5. 


(а) The State 
When considering the kind of accounting informa- 
„Поп to be supplied to the State one thinks naturally 
enough of the need of the Inspector of Taxes for 
information on which he can agree the liability of the 
concern for income and other taxes — for taxes, like 
the poor, are always with us and, some may think, 
are themselves an inexorable feature of the condition 
of poverty! 

The State, however, as well as becoming to an 
alarming degree a shareholder is in increasing measure 
becoming also a customer; a customer with, on 
occasions, dictatorial powers such as the right to 
investigate the costs of its supplier. Accountants in 
industry are well aware of these powers and of the 
need to provide the necessary information for the 
investigators (themselves often accountants) appointed 
by the Government department or departments 
concerned, 

Furthermore, nationalization in Britain has resulted 
in significant new demands being made by the State 
upon those responsible for accounting in nationalized 
industries. The absence of competition makes it 
more than ever essential to produce effective figures 
that reveal the extent to which efficiency of operation 
has been achieved. The issue is complicated by the 
fact that the public or the nation is at one and the 
same time a shareholder and a customer and it has 
been said that ‘the nation as a shareholder expects a 
healthy trading account; as a customer it expects the 
moon’. It is the job of the accountant to indicate the 
extent to which one at least of these conflicting 
objectives has been achieved. 


(b) Owners 
Secondly, there are the owners of the business, or in 
the case of a company where ownership and manage- 





1 An article on ‘The function of an industrial accounting 
department in a manufacturing organization’ by Mr F. 
Leadbetter, F.c.w.a., F.C.1.8., published in the Cost Ac- 


_ countant, of November 1949. 
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ment are normally divorced, the shareholders. The 
day has gone when an attenuated and summarized 
annual balance sheet, often published some con- 
siderable time after the date to which it referred, was 
deemed sufficient enlightenment for the proprietors. 

Accountancy, if it is to fulfil its function, must 
keep pace with the increasing tempo of industry and 
its demand for detail. This demand, coupled with 
the statutory requirements of company law, has led 
to the provision of more prompt and detailed infor- 
mation for shareholders and owners and to the 
publication of comparative figures over a period of 
years giving details of the company’s progress, 
products, factories and future policies. 


(c) Management 

Management’s requirements in the way of informa- 
tion are so extensive and so varied that it is proposed 
to deal with them in some detail in the section entitled 
‘Methods and Results’. 


(d) Employees 

For a long time the only information vouchsafed to 
employees has been that concerning the composition 
of wages. A more enlightened management outlook 
has resulted in the provision for employees of 
information similar to that given to the owners or 
shareholders. It is open to question whether charts 
analysing the sales £ do in fact arouse the interest 
and put over the message they are intended to convey, 
but they are at least an indication of the willingness of 
management to give employees a better understand- 
ing of their share and participation in the organization. 

Much more information is now given to employees 
about such things as raw material supplies, orders on 
hand, future prospects and projects, and while these 
may be regarded as management rather than account- 
ing matters, the information has, in many cases, to 
be supplied by the accountant's department. 

Advice and information on income-tax (mostly 
concerning P.A.Y.E. tax), together with details of 
transactions in all the funds and services created for 
the benefit of employees, are, of course, almost 
automatically supplied to employees or their repre- 
sentatives. 

It is interesting to note from page 48 of the Manage- 
ment Accountancy Report, published by the team 
of accountants who recently visited the United 
States under the auspices of the Anglo-American 
Council on Productivity, the kind of information 
which is commonly supplied for the shareholders and 
employees of firms in that country: 


"Tonnage or quantity of year's production. 
Value of year's sales. 

Amount of capital expenditure for year. 
Amount charged for depreciation for year. 
Average number of employees for year. 
Average hours worked weekly. 





2 Productivity report- management accounting.’ Pub- 
lished by the Anglo-American Council on Productivity. 
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Average hourly earnings. 

Amount paid in taxation for year. 

Net earnings for year. 2 
Percentage earned on total share capital. 
Percentage earned on sales. i 

Amount earned per common stock unit. 

Working capital (balance sheet values). 

Amount of profits employed in the business. 
Reconciliation of opening and closing cash position. 


(e) Debtors and Creditors ` 

Modern methods of machine accounting automatically 
ensure the provision at such intervals as are required 
(usually each calendar month) a copy of the supplier’s 
or the customer's account in the books of the organi- 
zation. In the case of the supplier, the information is 
generally supplied with payment and in the case of 
the customer it is regarded as a request for payment. 


(f) Trade Associations Р 
Trade associations аге making calls upon accountants 
in industry (and, of course, upon those in practice also) 
to provide additional information for members and 
Government departments for price fixing. 


(g) Trade Unions 

· Trade unions also have realized the necessity for, 
and advantages of, the services of accountants in 
promoting the interests of their members and 
particularly in presenting cases that require figures to 
substantiate and support them. 


(h) Internal Auditors 

The office of internal auditor normally held, where it 
exists, by an accountant, is an unusual one since the 
person holding it, while working within the account- 
ant’s department and possibly within’ other depart- 
ments, is not generally responsible to the accountant, 
controller or financial executive (by whatever name 
this executive is known). He is usually directly 
responsible to the managing director or to the board 
and his duties have widened from the function solely 
of providing an internal check upon records, cash 
and goods to responsibility for suggesting improve- 
ments to the whole office organization. 


` Action 


Thus far we have considered in some detail the 
functions and responsibilities of accountants mainly 
in providing information about past activities and 
events. Examination of the past, however, is not 
enough unless it serves also as a means of foreseein 
or, it may be, of influencing the future. | 
Accountancy and figures are not an end in them- 
selves, they are only a means to an end. It is not 
suggested that the accountant is the one who should 
take action on his figures (that is the responsibility 
and prerogative of management), nor is it suggested 
even that control by accounts is feasible. Accounts 
and figures are inanimate things and can control 
nothing. It is the action taken in the light of, and as 
indicated by, the figures that provides the control. 
There are increasing demands, therefore, upon the 
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accountant to provide intelligent forecasts based upon 


the records of the past. The demand is for facts апа. 


reasoned deduction based upon figures, rather than 
for figures themselves. It is largely upon the extent 
to which the accountant can fulfil this function that 
his ultimate usefulness will depend. 

Tt has been said that ‘it is often more important to 
be definite than to be right’; it is obviously better to 
be both. The most successful businesses are those 
where decisions are most promptly made and executed. 
'The accountant must have, therefore, a sense of 
urgency and an outlook similar to that of a commer- 
cial manager (in which position, incidentally, it is 
not unusual to find him). He should persistently seek 
ways of reducing costs by bringing to the attention of 
the executives concerned, and by initiating investi- 
gation into, facts which indicate that a saving is 
possible in any of the varying functions and expenses 
that go to make up cost. | 

It may ђе appropriate to conclude this section of 
the paper by quoting from page 45 of the Manage- 
ment Accounting Report,! to which reference has 
already been made. It says: 

‘The outstanding feature in American industrial 
accountancy is the attitude with which the accountant 
approaches his job. His primary object is to serve 
management and as a result he has developed an 
intimate knowledge of the technical and commercial 
aspects of its próolems. He approaches the accounting 
process with the idea.of producing control figures 
rather than historical records and tries to anticipate 
the problems that will face management. He is 
increasingly, therefore, dealing with forecasts and 
budgets to provide the basis of preventive rather 
than remedial action.’ 


STATUS AND POSITION 


Whatever may be the functions and responsibilities 
of the accountant in any organization it is fair to say 
that he will not be able to .discharge them to the full 
unless his status and position in the organization are 
such that he holds sufficient authority. He must be 
recognized as part of higher management, even though 
as far as management outside his own department is 
concerned, he holds only an advisory position. 
.Broadly speaking, the basic facets of management 
are: design, procuction, selling and finance. No 
organization can prosper unless each one of these 
functions plays its full part. Good design will fail if 
production and selling are inefficient while efficiency 
in production and selling will not compensate for 
bad design. Nevertheless, even if all these three 
functions are operating efficiently, it is still necessary 
to ensure that the product can be made and sold at 
a price which will recoup the organization's outlay of 
revenue and capital and provide it with funds to 
continue in production. This is the function of finance 


and the whole position may be summed up in the. 


equation — design plus production plus selling plus 
finance equals a commercial proposition. 


1 ‘Productivity report – management accounting.’ Published 
by the Anglo-American Council on Productivity. 
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_ Just as it is necessary for the work of the accountant 
to be performed within the pattern of a clearly defined 
; organizational structure, so also is it necessary that 
the accountant in presenting his figures shall follow 
the plan of the organization. Mr E. H. Davison, 
A.C.A., in a paper! published in The Accountant of 
March 31st, 1951, makes this point very clearly when 
he says: 


‘As control can be exercised only through people 


the means of indirect control provided by accounting 
statements are, therefore, the more useful the more 
closely those statements are identified with the 
persons responsible for the isssuing of orders and the 
execution thereof and the accounting structure must 
be wholly conditioned by the structure of the 
business organization.’ 


The primary aim of the accountant in industry is 
to provide management with facts and figures on 
which plans and decisions can be made. It is his 
aim also to see that as far as possible the plan is being 
adhered to and the decisions correctly interpreted. 
It is for this reason that the accountant is sometimes 
known as the controller. He cannot fulfil this purpose 

adequately unless he is aware of the background 
against which the decisions are made and the con- 
siderations affecting them. 

It is accepted by most accountants and by all 
managers that the accountant's job is an advisory one 
but the accountant must nevertheless look at prob- 
lems in the same way as management. In the Manage- 
ment Accounting Report? on page 37 it states that: 

*He (the Controller) does not, of course, pretend 


to be able to solve the problems of production or 
marketing but he knows their nature and so can 





! An article on “The accounts organization in a large in- ~ 


dustrial concern’ by Mr E. H. Davison, a.c.a. Published in 
The Accountant of March 31st, 1951, page 304. 


*'Productivity report — management accounting.’ Pub- 
lished by the Anglo-American Council on Productivity, 
page 37. . 
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discuss in detail with all levels of management the 

financial implications of the solutions they suggest.' 

The accountant is concerned with all the facets of 
management at all its levels, "There is little doubt that 
in almost any organization the influence which he 
holds will depend in no small measure upon his own 
personality and the extent to which he is able to 
convince others of his personal ability and integrity. 
'The accountant is often criticized for taking too 
impersonal and inhuman a view. This objectivity is 
at once his strength and his weakness; his strength in 
the ability to arrive at a logical conclusion unhampered 
by the influence of personalities or personal inclina- 
tions; his weakness — sometimes – in his treatment of 
the human factor and in ‘putting over’ his findings to 
others. 

This is not always the fault of the accountant; 
the man who keeps the score is often wrongly held 
responsible for the score itself. The following quota- 
tion from an article? by Mr George Schwartz, first 
published in the Sunday Times and later in The 
Accountant of December 3rd, 1949, illustrates this 
point admirably: | 

‘The accountant is not а popular figure in life. If 
economics is the dismal science, accountancy is the 
dismal practice. A hollow groan goes up when the 
memorandum for a beautiful scheme is followed by 
the accountant’s observations. Oh for a world in 
which £ s d were really meaningless symbols! Now 
the accountant does not create accounts; he keeps 
them. . . . To quarrel with accounting is to quarrel 
with economic calculation and that is to quarrel with 
providence itself for not having supplied everything 
in such abundance that it can be had for the asking. 
In a world conditioned by scarcity, accounting is 
the tool of rational choice and action.’ 

з An article entitled "The sense of reckoning’ by George 
Schwartz, originally published in the Sunday Times of 


November 13th, 1949, and reproduced in The Accountant 
of December 3rd, 1949, page 591. 


(To be concluded.) 


WEEKLY NOTES 


The Institute’s Examinations 

At the examinations of The Institute of Chartered 
Accountants in England and Wales, held last May, a 
total of 2,236 candidates sat; 1,016 of these were 
successful and 1,220 failed to satisfy the examiners. 
There were 1,022 candidates for the Final, of whom 
450 (44 per cent) passed and 572 failed. In the 
November 1951 examinations 48 per cent passed. 

The First Certificate of Merit, the Institute Prize, 
the Walter Knox Scholarship, the West Prize and 
the Plender Prize for the English Law (Part I) paper, 
were awarded to Mr Walter Richard Dean, of 
Birmingham. The Second Certificate of Merit and 
the Plender Prize for ‘the English Law (Part П) 
paper were awarded to Mr Anthony Meeson, of 
London; the Third Certificate of Merit and the 
Plender Prize for the General Financial Knowledge 


and Cost Accounting paper were awarded to Mr 
Kenneth Charles Peto Barrington, of London; and 
the Fourth Certificate of Merit, the W. B. Peat 
Medal and Prize and the Roger N. Carter Prize to 
Mr William Frederick Williams, of Fleetwood. 

In the Intermediate there were 1,006 candidates, of 
whom 483 (48 per cent) passed and 523 failed. Passes 
in the November 1951 examinations were 41 per cent. 
The First Certificate of Merit, the Institute Prize 
and the Frederick Whinney Prize were won by Mr 
Arthur Stanley. Price, of Leicester. The Second 
Certificate of Merft and the Robert Fletcher Prize 
were won by Mr Brian Outram Chilver, of London; 
the Third Certificate of Merit and the Plender Prize 
for the Auditing paper by Mr Walter Max Hoffman, 
of London; the Fourth Certificate of Merit and the 
Plender Prize for the General Commercial Know- 
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ledge paper by Mr Alexander Victor John More; 
of London; and the Fifth Certificate of Merit and 
the Plender Prize for the Book-keeping and Accounts 
(Executorship) paper by Mr Timothy Cummings 
Davis, of Plymouth. 

In the Preliminary, Mr Brian Irving Pearl, of 
Plymouth, was First in Order of Merit and gained 
the Institute Prize. A total of 208 candidates sat, of 
whom 83 (40 per cent) passed and 125 failed. In the 
November 1951 examinations 32 per cent passed. 

The full list of successful candidates in all three 
examinations, together with a summary of the results, 
appears elsewhere in this issue. 


- Purchase Tax Committees 


The Chancellor of the Exchequer announced on 
July 24th that two purchase tax committees - one to 
deal with the treatment of taxed stocks on a reduction 
of purchase tax and the other on the question of 
valuation of goods for purchase tax purposes – have 
now been set up. 

The committee dealing with taxed stocks is under 
the chairmanship of Sir Maurice Hutton, C.M.G., 
and the members are: Messrs Basil Blackwell, J.P., 
C. Eustace Davies, J. Lawrie, W. K. MacCloud 
Slimmings, A. Whittaker, and G. D. N. Worswick. 
Their terms of reference are: 

To examine the position of traders holding stocks 
of goods on which purchase tax or other duties of 
Customs and Excise have been paid, on an altera- 
tion of those rates of tax or duty; to consider how 
far there is a case in principle for the payment of 
compensation at the expense of the Crown for loss 
occasioned by a reduction of tax; in so far as the 
Committee consider that there is a case in principle 
for such compensation, to report what detailed 
arrangements can be recommended as being practic- 
able and equitable as between one trader and 
another and as between the trade and the Revenue – 
and to make such supplementary or alternative 
recommendations as they may think fit. 

Mr W. H. Lawson, С.В.Е., B.A., Е.С.А., a member 
of the Council of the Institute, is a member of the 
committee set up to consider the question of purchase- 
tax valuation, which is under the chairmanship of 
Mr Frederick Grant, Q.c. Other members are 
Sir Daniel Fennelly, c.&., Mrs Robert Hall, Mrs 
Douglas Jay, and Sir Rolande Wall, M.c. The com- 
mittee's terms of reference are: 

To examine the representations of traders as to 
the principle of assessing purchase tax at a common 
value level; and to make recommendations as to the 
manner in which this or any alternative principle 
should be applied in valuation for purchase tax, 
having regard to the different points in distribution 
at which the tax has to be levied. 


Royal Commission on Scotland 


Following last week's publication of the Catto 
Committee report on Scottish economic and financial 
statistics (the findings were mainly of a technical 
nature dealing with the feasibility of making certain 
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computations oa Scottish as opposed to United 
Kingdom statistical data) a Royal Commission has 
been appointed. Its terms of reference are to review 
*with reference to the financial, economic, admini- 
strative and o-her considerations involved, the 
arrangements for exercising the functions of Her 
Majesty’s Government in relation to. Scotland’. The 
Commission consists of 15 members including the 
chairman, the Earl of Balfour. ; 
It could not be said with any stretch of the imagina- 
tion that Westminster is bent on firing any enthusiasm 


‘in its approach to reform, if that be the word, on 


Scottish affairs. The Catto Committee was able to 
take refuge in technicalities. The Royal Commission 
is apparently not called upon to consider purely 
political issues. To judge from the terms of reference, 
its main pre-occupations will be with the centraliza- 
tion and de-cent-alization of political and economic 
administration. 

The whole approach is gradual, cautious and 
commonsensical. The issue is, none the less, charged 
with strong emotional content north of the Border 
and a detached, objective approach could carry the 
seeds of its own Cownfall if political issues were kept, 
in the background too long. 


Economic Debate Opens 


Only the opening speeches of the economic debate 
were available before this issue went to press and it is, 
therefore, too early to give a considered opinion of 
the debate’s content; the critical factor of defence 
needs, as given bv the Prime Minister on the second 
day of the debate, was lacking, to mention only one 
vital issue. 

It can be said, however, that the debate did not 
open auspiciously. The House had been given to 
expect something critically urgent when the last 
days of business before the summer recess were made 
to accommodate z debate on the economic situation. 
In the event, they got a good deal of reassurance from 
the Chancellor that all is going forward in a progres- 
sive, systematic way towards national solvency. His 
speech was, in fact, almost a sermon on the inevit- 
ability of gradualr.ess — towards success. This tone to 
the debate obviously left members entirely puzzled 
as to what all the crisis talk had been about. The 
tone could change before the end of the week but, 
to judge by its start, here has been another of those 
economic debates which prove to be grandiloquent 
exercises in anticlimax. - 

The only flicker of new thinking or urgency was 
the preceding announcement by the Prime Minister 
that there will be a conference in London in Novem- 
ber of the Commonwealth Prime Ministers to discuss 
the expansion of world trade. This point found a 
re-echo in Mr Bctler's speech when he referred to 
the need to build upon an expanding world trade 
where countries of the Commonwealth did not pursue 
conflicting economic policies – a hint at the effect on 
this country’s exports of the Dominions’ import cuts, 
no doubt. | 


f. 
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Central Land Board Report 
The report of the Central Land Board for the year 
ended March 31st was published last week (H.M.8.O. 
price 64). By the end of the year under review, 
according to the report, the Board had issued 
758,395 statements of proposed development value 
under the provision of £300 million set aside for zhis 
purpose under the Town and Country Planning 
Act, 1947. This was 93 per cent of the total to be 
issued; £799,980 was paid on claims coming under 
the special section covering properties subject to a 


. value payment under the War Damage Act of 1943; 


£1,847,690 was paid to claimants who had paid out 
professional fees in connexion with their claims. 
Development charges brought in £3,875,522 in 
cash of which £2,319,428 was for housing develop- 
ment. A further £1,529,462 was set-off against 
claims by builders and owners of single house plots. 
So far as development by local authorities is con- 
cerned, the Board reports that those who have bought 
land for development since 1948 are rarely paying 
more and in many cases less in price and develop- 
ment charge than if the Act had not been passed. 
e There is a good deal of land available throughout the 
country unaffected by development charges. Many 
people, says the Board, have disregarded its advice 
not to pay building value for land and development 
charge as well. The report says that it is clear that the 
estimated total of all claims is a good deal smaller 
than was expected by claimants. 


White Paper on Steel 

A White Paper was published this week setting out 
the Government's proposed organization for an 
*unscrambled' steel industry. The provisions of this 
document will be embodied in a bill early in the 
new session. 

The new organization splits into two distinct 
sections. The first consists of a board to -un the 
industry as a going concern. The other consists of a 
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holding and realization agency whose functions will 
be to sell back to the public as quickly and as expe- 
ditiously as possible (without throwing stock on the 
market – there is no time limit set for the selling 
operation) the State's holdings of steel stock in the 
nationalized steel industry. In other words, the 
present Iron and Steel Corporation splits into two 
and ceases to exist. 

The new controlling board will have an edict 
running bevond the existing corporation's realm. 
Nevertheless, the entity of individual firms will be 
protected, the board carrying out a general super- 
visory function reminiscent in some ways of the old 
wartime steel board. The new board will have twelve 
members drawn from both sides of industry and an 
independent chairman. It will supervise and co- 
ordinate development policy (including development 
of plant required on strategic grounds). Strategic 
issues will come to the board's attention through the 
Ministry of Supply. The board will also have a good 
deal to say about price policy and about scarce raw 
materials such as scrap. It would appear, indeed, 
from the White Paper that the new board is in an 
exceedingly strong position with wide powers to 
confront the individual firms on the one hand and 
the Ministry of Supply on the other. 

The agency to dispose of the stock will operate 
under the supervision of quite a different ministry — 
the Treasury. Priority of purchase is to be given to 
former holders of steel shares. It does not follow, of 
course, that those who apply for shares will neces- 
sarily get ownership of an asset exactly identifiable 
with the one they held before, for it seems to be the 
intention to make changes in the organization of 
groups of companies if this is deemed advisable and 
progressive, as selling and development proceed. So 
far as the price of acquisition is concerned, it would 
appear chat the “Treasury Stock’, as it is to be called, 
is to be valued at current market prices with allowance 
for other current factors. 


REVIEWS 


CLITAS 
(Current Law Income Tax Acts Service) 


General Editor: John Burke, Barrister-at-Law 
Consulting Editor for Scots Law: H. A. Shewan, 
O.B.E., Q.C. 

Managing Editor: R. R. Kingsland, 
B.A.(McGill) 


(Sweet & Maxwell Ltd, London; Stevens & Sons Ltd, 
London; and W. Green & Son, Edinburgh. £3 105 
net) 

This is a loose-leaf volume based on the work of 
the Current Law Income Tax Acts Service. In addi- 
tion, there are a table of statutes, a table of the cases 
mentioned in the annotations, tables of tax rates and 
allowances since 1920, Income Tax Acts not repealed 


by the new Act, the text of Statutory Instruments and 


double taxation agreements and, finally, an index. 
'There is also a place in it for pending legislation, 
which contained the 1952 Finance Bill. It is quite 
the mast comprehensive and competent guide through 
the income-tax maze which is at present available. 


Index to Income Tax Act, 1952 
Compiled by John Gilbert, A.C.I.S., F.C.T.C. 
(Barkeley Book Co Ltd, Stanmore, Middlesex. 7s 6d 

net; post free 7s 10d) 

The compilation of an index is largely a matter of 
individual taste and emphasis. This one covers only 
61 pages, but it is concise in its statements. 
The layout is clear and kind to the eyes, but the 
binding and the paper covers do not seem to be 
designed to survive for very long the heavy strain 
which is the lot of a book of this kind. 
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FINANCE AND COMMERCE 


The August Bank Holiday three-week account is 
hardly an ideal time for markets to surmount the 
obstacle of a Commons debate on the economic 
situation. Under present conditions wide price 
fluctuations can arise from only small business, and 
market movements bear little relation to actual 
buying or selling pressure. New issue successes, 
however, indicate that given incentive funds will 
move into the market. 


Courtaulds’ Accounts 


It is often necessary for space reasons to exclude from 
our reprinted accounts accompanying voluminous 
notes and schedules. This week, however, we begin 
the reprint of the full accounts of Courtaulds Ltd. 
The notes are included now and the balance sheets’ 
schedules will be given next week. 

The chairman remarks on the profit increase in 
round figures from £17 to £19 million and points out 
that the measure of increase, of which {£415,000 
represents dividend and interest arrears on European 
trade investments, would have been materially greater 
but for the trade recession. 

The figure quoted, he adds, must be read with the 
two appropriations to reserve, the first relating to 
the increased cost of replacement of fixed assets and 


the second to the increased cost of replacement of 
raw materials and other stocks, together totalling 
£5,292,000. We prefer to regard these items, he says, 
as appropriations rather than charges, but in any 
event ‘there can be no doubt about their necessity’. 

The board has still under consideration a ‘revalua- 
tion of the assets and reconstruction of the share 
capital’. 

Earning Capacity 

Mr F. Thompson-Schwab, chairman of Darwins 
Ltd, the Sheffield steel-makers, and a London stock- 
broker, reminds shareholders that replacement of 
the fixed assets would require several times in excess 
of the balance sheet figure of £541,000 after deprecia- 
tion. But, he adds, it matters little what sort of value 
is placed upon the fixed assets of any business, their 
real importance being in their earning capacity. 

- Equally essential, however, is the preservation of 
earning capacity under inflation conditions and the 
chairman points out that duririg the last two years, 
nearly £300,000 has been spent on maintenance and e 
replacements. In the nine months under review, the 

-figure was £127,000, after which, and all charges 
except taxation, the profit was £308,000 against 
£138,000 for the previous twelve months. The nine 
months’ period is to coincide the financial year with 
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COURTAULDS LIMITED GROUP 
I |: 1952 Reference 1952. I A 1 
£ 
es 453,146 — 26,364,889 Fixed Assets .. .. Schedule 1 33,998,823 30,172,340 
8,025,868 21,221,799 Investments in Subsidiaries s. m 2 
5, 946,422 6,861,239 Trade and Other Investments ,. » 3 7,341,487 6,296,906 
1 6,700,824 5,422,431 Government Securities » 4 18,648,966 . 18,239,790 
Net Current Assets: 
16,802,919 Stocks-in-Trade, Stores, etc. 22,232,311 13,612,608 
Debts, Amounts Recoverable ‘and "Payments in 
2,990,892 Advance 5,755,358 4,919,589 
ё Bank Deposits under. Irrevocable ‘Credits for Future 
1,762,923 Supplies .. . .. . .. . 1,762,923 2,346,728 
2.000,000 ‘Tax Reserve Certificates . 52 ves - 2,203,575 3,500,000 
3,420,643 Balances at Banks and Cash in Hand | a a4 ~ 6,449,126 9,809,320 
26,977,377 Tota! Current Assets gn ax 5: 38,403,293 34,188,245 
j 4 Deduct: Cu Fiant. Liabilities, Provisions and 
9,194,081 9,872,981 Dividends .. Ve is МА РР .. Schedule 5 12,329,711 11,241,918 
16,704,995 — 17,104,406 26,073,582 22,946,327 
£71,831,255 £16,974,764 Total Net Tangible Assets at book values .. 86,062,858 77,655,363 
Deduct: Interests of minority shareholders... E 1,124,950 503,594 
Net Tangible Assets, at book values, renting to ме 
interests of members of Courtaulds Ltd £84,937,908 £77,151 ,367 
CAPITAL AND RESERVES : 
£ £ Capital Authorized and Issued: £ £ 
8,000,000 8,000,000 5 per cent Cumulative Preference Stock 8,000,000 8,000,000 
24,000,000 24,600,000 Ordinary Stock .. .. T + Wev roi 24,000,000 24,000,000 
——————— ——— . — —Ó— 
32,000,000 32,000,000 32,000,000 32,000,000 
25,053,104 29,675,779 Capital Reserves wa Pe M +» Schedule 6 34,725,865 27,745,262 
14,778,151 — 15,298,985 Revenue Reserves B s á “ 7 18,212,043 17,406,107 
£71,831,255 #76,974,764 Total Capital and Reserves £84,937,908 £77,151,369 








June 12th, 1952. 


J. HANBURY-WILLIAMS 
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the revenue year for the purpose of the excess profits 
le 

"The company's shares first became freely available 
to the public at the end of last year following a re- 
organization of the business and the board. It has 
now, says Mr Thompson-Schwab, emerged from 
difficulties which were not of its own making, only to 
find that the increased profit it is now able to make 
through cutting out inefficiency, is subject to this 
particular levy. 


Subsidizing Tenants 
Mr T. E. Baring, chairman of Property Holding and 
Investment Trust Ltd, expresses the feelings of 
property owners who suffer from the inequalities 
created by the Rent Restriction Acts. His own com- 
pany is subsidizing tenants ‘who in the majority of 
cases could well afford some modest increase in rents’, 
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Mr Baring cites the ever-increasing cost of repairs, 
lighting and heating and other services and visualizes 
the real hardship imposed on those thrifty individuals 
whose savings are in properties. The time may come, 
he says, when ‘as many houses will be uninhabitable 
owing to lack of repair as are being built’. 

The company is one of the substantial owners 
of properties in the London area including such 
modern structures as Berkeley Court, Baker Street. 
The properties stand in the books at approximately 
£34 million on the basis of a 1947 valuation. 

The accounts are accompanied by a very useful 
five-year exposition of the asset and the income cover 
for the loan and share capital. 


Hall & Co Ltd » 


In mentioning the accounts of Hall & Co in *Finance 
and Commerce’ on July го, we referred to 


COURTAULDS LIMITED AND SUBSIDIARIES 
CONSOLIDATED PROFIT AND LOSS ACCOUNT for the year ended March 3156, 1952 
(See Note 1) 


























Courtaulds Ltd Gro 
n 1951 152 er 
"GROUP BALANCE FROM TRADING AND INVESTMENT INCOME, after 

taking into account the amounts of Income and Expenditure and the Charges 

set out in Schedule | below, but before charging Taxatio 19,018,402 17,270,823 
DEDUCT: GROUP CHARGE AND TRANSFER TO RESERVE FOR ТАХА. 

TION, as set out in Schedule 2 below A АА ve .. х 10,293,449 9,049,664 
GROUP BALANCE FROM TRADING ETC. AFTER TAXATION 8,724,953 8,221,159 
DEDUCT: INTERESTS OF MINORITY SHAREHOLDERS THEREIN. 191,197 121,297 
COURTAULDS LTD INTEREST IN GROUP BALANCE v» T .. 8,533,756 8,099,862 -8,533,756 8,099,862 
Deduct Amounts retained by Subsidiaries E is .. .. oe .. oe 2,158,452 1,556,527 
BALANCE BEING PROFIT OF COURTAULDS Ere ЕВЕ THE YEAR .. 6,375,304 6,543,335 
Add Balance of profit brought forward from last year. . .. ae .. 656,877 488,702 1,240,377 1,150,477 

Over-provision for taxatlon in previous periods .. sis ari b m га 503,359 45,532 620,844 70,966 

together ae PA 6а 4x ee m .. .. .. .. £7,535,540 £7,077,569 £10,394,977 £9,521,305 
Deduct Transfers to Provision and Reserves (see Notes 3 and 4): 

(1) Reserves: £ £ £ £ 

fe } towards increased cost of replacement of fixed assets 1,912,674 1,704,692 2,371,847 1,976,297 
b) against increased cost of replacement of raw materials and other stocks . 2,800,000 2,600,000 2,920,000 2,710,774 

(2) Provision for staff and (In 1952) executive ес pensions "en " 450,000 451,000 466,050 451,000 

(3) Revenue General Reserve vs we m ` 327,982 198,950 

4) Capital General Reserve 1,250,941 339,839 

3 Reserve towards increased cost of replacement of fixed assets (previous ‘perlods) 243,750 899,318 

6) Reserve for tax deferred by initial allowances (previous periods) .. oe oo 39,750 

) Reserve against Government Securities m ee M .. as .. " 6,749 
£5,162,674 4,755,692 £7,587,319 £6,615,928 
£ £ £ £ 
Leaving an available balance of Profit of we .. m 2,372,866 2,321,877 2,807,658 - 2,905,377 
Deduct Dividends (less tax) of Courtaulds Ltd (see Directors Report) e V HEUS 1,627,500 1,665,000 1,627,500 1,665,000 
Balance carried forward included in Schedule 7 to the Balance Sheet ES i s £745,366 £656,877 £1,180,158 £1,240,377 
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Schedule 1 referred to above: 
(being Items already taken into account in arriving at the figures first stated in 


Schedule 2 referred to above: 





the Consolidated Profit and Loss Account) £ Ё 
1952 1951 1952 1951 
Group Income from: £ £ £ £ 
Trade Investments (including In 1952 £415,247 arrears Group Charge for Taxation: 
received from abroad) . I "158-123 1,341,232 United Kingdom Taxation: 
Government Securities and Other Investments | 327,132 395,69. Profits Tax and (in 1952) Excess 
Exchange Profits ., oe ря 21 1;802 49,373 Profits Levy 3,056,383. 2,223,366 
пили Income-tax based on | profit ts for the 
£ £ year to March alst 1952 (see 
Group Expenditure and Charges: Note 1) .. rm .. 6,331,186 5,823,272 
Provisions for Depreciation (see Note 8) 3 паз 2,484,748 Taxation abroad TN xe 403,775 331,294 
Provisions for Obsolescence = А "250 ,000 250,000 • ——— ——A—. 
Remuneration from all sources of the Directors of Cour. 9,791,344 8,427,932 
taulds Ltd forservicesto Courtaulds Ltd and Subsidiary 
and Associated Companies: 
Fees . Seo Gem ete ES 19,214 20,821 Add Amount transferred to Reserve 
Other Emoluments 105,132 120,625 for Tax deferred by initial Hallow: 
Directors’ and past Directors’ pensions arising ances Ре . .. 502,195 621,732 
from executive appointments .. 5 30,494 33,688 ———— 
Auditors’ Fees and Expenses we E 22,360 16,433 Total as above es .. £10,293,449 £9,049,664 


Ce II диска 
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Mr H. Val. Hall as stating that a substantial increase 
in creditors in the company’s balance sheet was due 
partly to ‘the fact that the balance sheet figure is 
increased by payments due to creditors which should 
have been made at the end of March but were not 
actually made until the end of April’. That is incorrect. 

In his review with the accounts, Mr Hall’s state- 
ment was that the figure was increased ‘by payments 
to creditors which should have been made by the 
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possibly made of the company’s position as a result 
of our misquotation. 


Money Market 


There was little change in Treasury bill conditions on 
July 25th. Applications for the £220 million of bills 
offered totalled £317,155,000, a reduction of 
£5,800,000 and, maintaining the bid at £99 7s 8d, the 
market obtained 56 per cent of requirements against 


end of March but were not actually made until early 


є à а 59 per cent the previous week. The average гаје was 
in April’. We apologize for any misconstruction 


precisely the same at £2 9s 3:88d per cent. 


COURTAULDS LIMITED AND SUBSIDIARIES 
NOTES ON ACCOUNTS- MARCH 3156, 1952 


|. PERIOD OF ACCOUNT: The period of account referred to herein as ‘the year’ is the year ended March 3lst, 1952, except in the cases of six 
subsidiaries whose accounts 

(a) in two cases cover the year ended December 31st, 1951. 

lA in two cases cover respectively the seven and five months ended Decerrber 3156, 1951, 

с) In two cases cover respectively the five and four months ended March 315, 1951. 
2. BALANCE SHEET DATES: The Balance Sheet of Courtaulds Ltd and those of all buc four subsidiaries are made up as at March 31st, 1952, Of these 
four subsidiaries, one In England made up its Balance Sheet as at December 3152, 1951, as a change in the accounting period would involve a heavier liability 
to taxation, In the other cases, the Balance Sheets of three subsidiaries abroad have been made up for administrative reasons as at December 3lst, 1951. 











Courtaulds 
red Group 
3. MOVEMENTS IN CAPITAL RESERVES DURING THE YEAR (see Note 1) – See Schedule 6: 
(a) Reserve against Government Securitles: я 
Amount applied in reduction of book values after crediting £113,415 book profits on realizacions as .. 382,479 394,796 
Less Transfer from Profit and Loss Account .. РЯ tis ix ve de P У M is .. 6,749 » 
Net decrease... mm .. ve eis Е oe .. .. .. T nA s. ЕИ 22 e 0 382,479 388,047 
(b) Reserve towards increased cost of replacement of Fixed Assets: 
Transfer from Profit and Loss Account in respect of the year 1951-52 ., m 55 EM .. at ae 1,912,674 2,371,847 
Transfer from Profit and Loss Account in respect of previous periods — .. M s is E M. n 243,750 
Sundry Credits .. Ea - m aS ae NS "m zs s x s 50 FS m 2,190 
2,617,787 
Less Transfer to Capital General Reserve (see Note 3 (d)) M as i va x i n 8 37,500 
Net Increase 5s or s .. ais 0 24 ve Sal? ved T Не c m .. 912,674 2,580,287 
(c) Reserve against increased cost of replsčeinené of raw materials and other stocks: 
Transfer from Profit and Loss Account in respect of the year 1951-5 е E " ^ vx f. e 2,800,000 2,920,000 
(d) General Reserve; 
Transfer from Proñt and Loss Account .. .. Ра | 229, 941 
Transfer from Reserve towards increased cost of replacement of Fixed Assets (see Note 3 e) s t а 7,500 
Transfer from Revenue General Reserve (see Note 4 (c)) . Be as 170, 068 
Profits on disposals of shares and rights and acd of provisions against. investments . 25 2 25 223,789 311,767 
Surplus on War Damage stele etc. BG ire EM 55 m ra > pi a 50,854 82,400 
Sundry Credits .. а E ^ ES SA ‘ae Ve zx ES ae 2 ud ds s 17,837 15,687 
Net increase .. ys z: gs Ss PE v РА bx 5005 = - $a 292,480 1,868,363 
Total net increases during the year 1951-52 .. es ae E zu x T s m sos "n .. £4,622,675 6,980,603 
£ £ 
4. MOVEMENTS IN REVENUE RESERVES DURING THE YEAR (see Note 1) - See Schedule 7: 
(a) Net decrease in Reserve for United Kingdom Income Tax (Courtaulds Ltd) ES 30,760 
Net increase in Reserve for United Kingdom Income Tax less nez decrease in Reserve for United Kingdom Taxes on 
Profit and Loss balances of overseas subsidiaries (Group) .. x - n A a 5 +. . 215,886 
(b) Reserve for Tax deferred by initial allowances: 
Transfer from Profit and Loss Account in respect of the year 1951—52 .. Vs oe WA m - .. 463,105 502,105 
Less Interests of Minority Shareholders therein .. HE $ .. m .. m .. m dv К 
Net increase .. .. oe oe za e .. .. .. .. T .. m ae 5 $e 463,105 492,355 
(c) General Reserve: 
Transfer from Profit and Loss Account Se P .. nm ss .. vs 327,982 
Less Transfer to Capital General Reserve (see Note 3 (d) n nd T ae .. ae i 170,068 
Net increase .. m .. ES .. E" vs m c о. .. "s ae «4 157,914 
(d) Net increase in Profit and Loss Account (Courtaulds Ltd) .. 29 a ate à КА ace 88,489 
Net decrease in Profit and Loss Account (Group) ss VS v = 2% qs va T T .. 60,219 
Total net increases during the year 1951-52 E ait TA ad s Vs ЕА 2 a £520,834 £805,936 
5. FOREIGN CURRENCIES: Net current assegs in foreign currencies have been converted into sterling at che rates at which such currencies could have 


been sold at March 3151, 1952. Fixed Assets and Investments have been converted into sterling at the rates ruling at the dates of acquisition. 

6. CONTINGENT LIABILITY: [n accordance with the terms of the Prospectus of Courtaulds (Australia) Led 1,500,000 Ordinary Shares of БАГ each have 
been allotted to Courtaulds Ltd: the final call amounting со £A750,000 was paid in May 1952. 

7. CONTRACTS FOR CAPITAL EXPENDITURE: Commitments outstanding on Capital Account at Balance Sheet dates in respect of uncompleted 
contracts at those dates in so far as they are not Included in the Current Liabilities in the Balance Sheets amounted со approximately £5,300,000 (£3,000,000 – 
1951) for Courtaulds Ltd and to approximately £16,000,000 (£4,750,000 – 1951) for the Group. 

8. PROVISIONS FOR DEPRECIATION: The amount of £3,184,898 provided in the year ended March 3156, 1952, includes, in respect of a subsidiary abroad, 
а net amount of £136,599 (nil - 1951) representing the difference between additional provisions for the year 'made to take advantage of tax concessions 
and an over-provision in the previous year, 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


What Should the Accountant Do ? 


Sır, – І feel much obliged to the writers of the letters 
kindly published by you in reply to mine (June 21st) 
on this subject. 

So far as I can gather, opinion is unanimous that 
there should be no attempt to conceal items affecting 
tax liabilities (e.g. repairs of a capital nature) when 
dealing with an Inspector. 

On the other question, that of tax due but not 
demanded, opinions appear. to be divided. It will 
probably be agreed that it would be a professional 
courtesy to inform the client before approaching the 
Inspector. The problem becomes serious where, as 
in more than one case I have in mind, the tax un- 
demanded amounts to many {100’s, the directors of 
the company have refused permission to apprcach 
the Inspector and the partner in charge of the audit 
does not choose to press them. 

• While appreciating that it takes some moral courage 
for an accountant to risk offending a valuable client 
I feel inclined to resign in protest for the following 
reasons: · 

1. A poor man who steals a loaf of bread is liable to 
be imprisoned. A rich man who deprives the Inland 
Revenue of a large sum which he can easily afford is 
much more blameworthy. 

2. A fraud committed by omission (to inform the 
Inspector) is quite as contemptible as one by com- 
mission. 

3. It is every man's duty to try to prevent a crime 
which he sees about to take place. 

4. Omission in this case would make nonsense of 
the statements (at conferences etc.) that our profes- 
sion is pledged to ‘service to the community’, ‘uphold- 
ing the highest standards of commercial integrity’ 
and so on. 

5. If all persons liable to tax were honest the rates 
could probably be lower. Yours faithfully, 

B.COM., C.A. 


Effect of High Prices 


Sir, - Should not the effect of high prices on busi- 
nesses be considered in the following light? 

I. Prices are more than double pre-war, having 
increased by half during the war and by more than 
this amount since. 

Example ~ Plant which cost £100,000, bought 
half before and half after the war, will now cost 
£75,000 more to replace. 

2. Accounts are addressed to the proprietors, and 
report the extent to which their expectations have 
been fulfilled. The distinction between the expecta- 
tions of proprietors and those of lenders or preference 
shareholders, is that lenders invest a fixed amount 
and expect to be repaid exactly the same amount, but 


proprietors put up capital to establish their business 


at a certain capacity, and expect to be repaid the best 
price obtainable for a business of this capacity. They 
disregard the exact amount of money introduced, 
unless the value of businesses of the same capacity 
falls below this amount. If they leave a part of their 
profits in the business they expect the capacity of the 
business to be increased by the re-investment. 
Lenders and preference shareholders will not excuse 
any loss which causes the amount due to them to fall 
short of their full investment, Proprietors will excuse 
losses due to the ordinary hazards of trade, but not 
other losses which are foreseeable or which the 
directors of the business have power to provide 
against. Directors are expected to provide against the 
loss due to wear and decay of long-lived assets. This 
is done at present by spreading the cost of individual 
assets over the period of their useful life. This method 
meets the requirements of lenders and preference 
shareholders because it preserves the business at its 
cash value. It does not meet the requirements of 
proprietors because rising prices can cause the 
amounts provided to fall short of the bill for renewals, 
compelling a reduction in the established capacity 
of the business unless further capital is introduced. 
The expectations of proprietors therefore imply that 
the provision for such losses shall be regarded as an 
instalment of the cost of the asset which will replace 
the present one. 

Example – If {100,000 of plant is likely to cost 
£75,000 more, the proprietors expect this sum to be 
found out of income. ЈЕ it is not, 75/175ths, 43 рег 
cent of the plant capacity will be lost. 

3. Businesses which have not taken account of 
increases in prices of fixed assets at the beginning of 
the period of a general rise in prices have a heavy 
concealed liability. The liability is a future liability 
which must be estimated by making certain assump- 
tions based on facts which are known. As it is known 


_that the total liability is much greater than the total 


cost of the present assets, it is highly imprudent not 
to assume that at least this greater sum will be re- 
quired. The amount can be provided out of income 
either, (i) by charging the whole of the additional 
amount required against the income of the year in 
which the increase arises; giving very heavy charges in 
early years, and therefore heavy arrears, or (11) by 
spreading each additional amount over the years of 
life remaining to the asset; giving cumulatively 
increasing charges which the inflated income of later 
years is better able to bear, and reduced arrears. The 
part which can be provided out of income is a con- 
tingent liability, and is one which will severely 
reduce the income of future years. Arrears which 
cannot be provided out of income or met out of 
reserve funds are a capital loss. 'To be available to 
meet the loss the reserve funds must be held in cash 
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or investments and the purpose for which they were 
established must be capable of being deferred; crdi- 
nary reserves or accumulated profits will not serve. If 
the loss of capital cannot be met, the business must 
face an early restriction in its activities to take account 
of the reduced capacity. The loss of capital is not due 
to trading risks, the directors could foresee it and had 
power to provide against it, therefore the proprietors 
will not willingly introduce new capital to make it good. 
Example — {£100,000 plant with a normal depre- 
ciation charge of £5,000 could easily require an 
extra charge of £5,000, being perhaps 30 per cent 
of the net profits after tax. The arrears could easily 
be £30,000, perhaps 30 per cent of the replacement 
value of the plant and equal to some бо per cent of 
the book value. 

4. Àn annual revaluation of fixed assets at what it 
would cost to replace them is required to measure the 
impending liability. Current quotations for similar 
assets are the ordinary means of valuation, but in the 
many cases where they cannot be used, the cost of 
the asset increased in proportion to the rise in one of 
the published general price index tables between the 
dates of purchase and of valuation, is a practical 
alternative. Rules to ensure consistency in the treat- 
ment of successive years must be observed, as in the 
case of the present depreciation charges. An annual 
valuation systematized on the basis of a plant register 
is practicable and is justified by the seriousness of the 
loss it is required to measure. 

'The whole of these points are very much open to 
argument, but the existence of a heavy contingent 
liability cannot be denied. 'T'he examples are intended 
to illustrate a typical case, but each must examine in 
his own mind the businesses of most importance to 
himself, and decide the weight and nearness of the 
liability, the governing factors being the proportion 
which plant bears to the total assets, and its age in 
relation to its expected life. The accountancy pro- 
fession takes no steps to measure the liability, and 
although they are fully aware of its existence, there is 
no mention of it in business accounts, prepared by 
them. What will be their answer to shareholders 
whose business has failed due to a breakdown of 
plant which could not be replaced, or to subscribers 
for shares who find that their funds have been used 
to meet a loss not mentioned in the prospectus? 

Yours faithfully, 

Stockport. LINDSAY HALL. 
Lifo and Inflation 
Sm,- 1 would like to thank Mr Hellyar for his 
excellent article in your issue of June 14th. This 
makes quite clear the limitations of the various systems 
of stock valuation in the current endeavour to relate 
profit figures more closely to available surplus. 

Mr Hellyar’s coal dealer on LIFO is pulled into 
line with his riro friend whenever his supplies are 
late and he is momentarily out of stock. So haphazard 
a device cannot be relied upon to eliminate inflationary 
profit and in any case ‘quantity matching’ would be 
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impractical with other than comparatively simple 
inventories. 

The simplification of ‘value matching’ is an under- 
standable development which, coupled with the 
practice of grouping stocks into broad classifications, 
smooths over the difficulties of interim fluctuations 
in grade or quantity and, ‘Hey, Presto!’ the LIFO 
stock system becomes just another balance sheet 
adjustment ~ ‘a stock provision deducted from the 
book figure of stock’ – which some concerns calculate 
by applying price index numbers. The one fault 
seems to be that the calculation is still based on 
closing stocks and if these are reduced in a period of 
increasing prices, then up go the profits. (In the 
U.S.A. even this snag is met by the Revenue authori- 
ties, who may allow a carry-over.) 

At this stage we are far removed from the LIFO 
system of charging out stock for costing and price 
fixing. This is now an endeavour to segregate in the 
profit and loss account and balance sheet the inflation- 
ary element, or, more correctly, the effect of a chang- 
ing price level on trading. Quite apart from the 
income-tax angle, this is a very necessary calculation 
to make in order to assess properly the trading results, , 
and it was interesting to see this figure separately 
stated (together with tax chargeable thereon) in the 
published accounts of Home & Colonial Stores Ltd, 
reprinted in your issue of June 7th. 

To base this calculation on opening and closing 
stocks on hand, however, is too haphazard. Interim 
seasonal variation can sometimes far outweigh the 
difference in annual figures; indeed, the financial 
year-end in a seasonal trade is usually chosen to suit 
a time of minimum (or even nil) stock-carry. Seasonal 
stocks laid in early in the year and realized before 
the end of the year, in a time of rising prices, will 
boost profits, but the inflationary profit, although 
temporarily realized at the year-end, is soon sunk in 
new season’s stocks at the higher prices. A calcula- 
tion of profit due to rising prices cannot therefore be 
confined to annual stock figures alone, but must be 
made at intervals throughout the year, dependent 
upon interim price fluctuations. 

In making such a calculation, price fluctuations due 
to local trade conditions of supply and demand must 
not be confused with those caused by an inflated 
economy. Where it is apparent that these factors have 
been present they should be eliminated and a more 
general commodity price index used in lieu of actual 
prices. 

LIFO is a principle of practical costing for relating 
selling price to current costs and surely implies 
‘quantity matching’, As such its application as a 
complete stock-accounting system is limited to com- 
paratively simple inventories. The estimation of 
profit or loss caused by fluctuation in the general 
level of prices is necessary in order to interpret the 
trading results of a business, but this practice should 
not be confused with LIFO. | 

" . Yours faithfully, t 


Singapore. T. G. COTTERELL. 
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THE ROYAL. 


The Royal Commission on the Taxation of Profits and 
Income held a further public session in the Hall of 
the Society of Incorporated Accountants and Auditors 
on July 25th last. 

Evidence was heard from Mr Frank Bower, C.B.E., 


ASSOCIATION OF BRITISH 


Replacement Cost Accounting 


The chairman, Lord Radcliffe, referred to the fact 
that the witnesses had already given evidence on 
replacement cost accounting.! He said the Commission 
were grateful for the further memorandum which the 
Association had put in on this matter; it put the 
points very fully and very clearly. 

Asked if he had anything to add to the memorandum, 

Mr Bower said the Association had decided that 

instead of ascertaining the replacement cost of each 

‘asset it would be better to adopt a factor obtained 

from a general price index. All they wanted was to 

deal with inflation and a general index was simpler, 
was known to everyone, and was objectively fixed. The 
chairman said that revaluing every, asset would 
certainly give rise to administrative complications. 
^ He added that if the Association's theory that a 
change in the purchasing power of the pound materi- 
ally altered the old conceptions of business profit was 
right, then it should not stop at taxation. Mr Bower 
said that neither should the theory begin there; it 
Should begin with accounting principles themselves, 
although admittedly it had not yet been adopted for 
the purpose of-ascertaining business profit generally. 
It was, however, used in fixing prices, unless fierce 
competition or external price control prevented it. It 
had social implications which were perhaps the most 
important of all. 

'The chairman said it was implicit in the Associa- 
tion's theory that a business should be able to maintain 
a constant volume of trading activity out of tax-free 
sources. However, a business expanded and con- 
tracted - what was the standard to show the precise 
yolume of business which ought to be maintained? 
Mr Bower agreed it meant trying to define the normal 
productive capacity of each particular business. 

The chairman said a marked depreciation in the 
purchasing power of the pound created a need for 
more money in a business apart from taxation. The real 
problem was to say from what source this additional 
capital was to come. The Association had said it must 
come from tax-free gain but someone else might say, 
*Why don't you go and get it from the banks or from 
the public? That, said Mr Bower, was asking the 
business to lose some of its capital by bad price policy 
or bad tax policy. 

Mr W. S. Carrington, a member of the Commission, 
asked how they would deal with Iro (a) when the 
volume of stock declined and (b) when the stock was not 
of quite the same nature at the end of theyear. Mr Bower 


1 See The Accountant, November roth, 1951, p. 466. 
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COMMISSION 


FURTHER ORAL EVIDENCE 


and Mr W. J. Luxton on behalf of the Association of 
British Chambers of Commerce, and from Mr Bertram 
Nelson, F.s.a.a., Vice-President of the Society of Incor- 
porated Accountants and Auditors and Mr J. S. Heaton, 
F.S.A.A., on behalf of the Society. 


CHAMBERS OF COMMERCE 


said the second point was answered by the adoption 
of a factor from a general price index. They were 
looking into (а). There were flaws in LIFO which they 
were considering and they would submit a further 
memorandum. 


Business Liabilities and Inflation - 


The chairman said he still did not understand why 
adjustments for the diminished purchasing power of 
the pound should be made to certain assets but not to 
any of the business liabilities. Mr Bower said it was 
axiomatic that in rising prices the equity shareholder 
gained while in falling prices the bondholder gained. 
‘Each party made his bargain with eyes open. Of course, 
if the precaution of inserting a gold or a dollar clause 


- were taken, that would have to be observed. They 


were talking here about tax, not about a general 
revision of contractual rights because of inflation. 
Moreover, where it could be shown that inflation had 
frustrated a contract, the common law gave a remedy. 

The chairman said he was thinking rather of the 
right way of drawing up the adjusted balance sheet to 
reflect the fall in the pound's value, not of equity cón- 
siderations as between the business and its creditors. 
He was still impressed by the view that the business 
gained by paying its debts in depreciated pounds and 
he did not see where the memorandum dealt with that. 
Mr Bower replied that the memorandum did not deal ' 
with that. There was a distinction between a claim for 
goods and a claim for money. 


1 Initial Allowance 


Mr Bower confirmed that the Association was in the 
main against initial allowance as a solution of the 
inflation problem. It gave only temporary help. The 
Millard Tucker suggestion that there should be dis- 
crimination as between industries would give rise to 
difficulties of deciding which industries were the more 
worthy. Even if the decision to encourage specific 
industries were made, taxation was a capricious and 
inefficient instrument to use. He agreed that the tax 
code already provided for some discrimination, e.g. in 
favour of oversea mining. 

Mr Bower told Mr Kaldor that initial allowance 
burked the issue anœ was a red herring which had con- 
fused opinion for the last four years. Admittedly 
initial allowance was of some help when a replacement 
was made, but it had to be returned to the Revenue 
in the form of reduced annual allowances in subse- 
quent years. He agreed that there would be another 


_ allowance at the next replacement but initial allowance 
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was still only a tempcrary loan unless replacements 
went on for ever. Mr Kaldor said it was involved in the 
Association’s concept, and part of its case, that a 
business must be presumed to continue. 


Bonus Debentures 
The chairman asked why the Association recom- 
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mended the treatment of bonus debentures as net 
income to the shareholder. Mr Bower said that the 
shareholder in effect to some extent changed his status. 
To a certain extent he resigned from the club, as it 
were, and became its creditor instead. True, the bonus 
debenture depreciated the value of his shares pro tanto, 
but for that matter, so did an ordinary dividend. 


THE SOCIETY OF INCORPORATED ACCOUNTANTS 
AND AUDITORS 


For the Society of Incorporated Accountants and 
Auditors, Mr Nelson confirmed that in the Society's 
view the unfavourable reaction to P.A.Y.E. had now 
largely disappeared. They did not feel strongly about 
a change in P.A.Y.E. nor about its integration with 
social security. 

The chairman referred to a suggestion by the 
Society that sur-tax on the profits of a private trader or 
partnership be confined to that part which was with- 
drawn. The witnesses agreed that to prevent abuse 
there would have to be some provisions like those 
applying sur-tax to private companies. The change 
would encourage saving. The chairman said the 
suggestion meant a special concession to the self- 
employed person, enabling him to accumulate capital 
without having paid tax on it. Witnesses agreed with 
Mr Kaldor that normally a business could be 'con- 
verted' into a private company but added that there 
were often strong reasons against it. 


Inflation 


Mr Nelson told the chairman there was no doubt at 
all that at the present level of taxation the profits 
retained in business were insufficient to maintain it. 
It was quite general. 

^ Asked if it affected any particular type of business 
more than others, Mr Nelson mentioned industries in 
which there had been a series of technical develop- 
ments, making old plant obsolete. Difficulties also 
arose when there was a recession in the industry. 
'The problem hac been much discussed at the recent 
International Congress on Accounting. 

In the absence of competition it was almost inevit- 
able that profit taxation beyond a certain level would 
find its way inta prices, if only because of the need 
to remain solvenr. 

Mr Woodcock, a member of the Commission, took 
up the witnesses on their statement that industry had 
insufficient capital. He put it to them that the real 
limiting” factors were the shortage of labour and 

- materials. Mr Nelson said that the experience of 
accountants was quite convincing. In addition there 
was the evidence of the British Bankers’ Association! 
and the Federation of British Industries,? as well as 
the fact of public issues in the money market. Develop- 
ment had been held back even when there was no 
shortage of materials and no licence was necessary. 'T'o 
a large extent the problem was one which would 
become acute in the future; the need to replace may 
not yet have arisen but the necessary funds were 
not-being built up. 

Replying to Mr Kaldor, Mr Nelson said that the 





! See The Accountant, August 4th, 1951, p. 99. 
2 See The Accountant, November 10th, 1951, p. 465. 


shortage of funds for development had become much 
more acute since the war. There was less flexibility, 
and also greater diñculty in starting a new business, 
Mr Kaldor said that the argument that less profit, in 
real terms, was being retained than before the war 
was not borne out by the statistics. Mr Heaton said 
that there was an increased tendency, especially in the 
last few years, for middle-sized concerns to go to the 
banks for financial accommodation. 


Taxation of Companies 


Mr Nelson told she chairman that the’ Society was 
attracted by the concept of a single tax on companies, 
with a discrimination in favour of retained profit; it 
would greatly simplify tax computation. In this con- 
nexion there was a great need for the gradual simplifica- 
tion and codification, bit by bit, of the whole of tax law. 

Asked by the chairman about a suggestion that 
company dividends should form a taxable subject in 
the rscipient's hands, Mr Nelson said this was a 
possible consequence of a separate single tax on com- 
panies as such. They would hope to retain as far as 
possible the advantages of taxation at source. Mr 
Heaton said that the discrimination in favour of re- 
tained profits wes a good feature of profits tax. 


Capital Gains 


Mr Nelson confirmed that the Society did not favour 
the taxation of capital gains because of the practical 
difficulties. The question of losses presented great 
difficulties and there would be an increased field in 
which there was a great temptation to evade, with little 
chance of detection. The chairman said that the 
temptation to evade would not matter much if it could 
be effectively and economically countered. 


'The Role of Accountants 


Answering Mr Crick about the marked growth in the ~. 


number of accountants in recent years, Mr Nelson 
said that the two main reasons were the increasing 
weight and complexity of taxation, and the growing 
use of accounting for management purposes. Excess 
profits levy would accelerate the process. 

In professional practice more time was spent on 
settling liability on profits than on private income. A 
firm of size would have one partner who specialized 
in taxation. Heavy taxation was bound to be compli- 
cated if it was to be equitable. Of course an accountant 
was much better employed in helping his client to 
achieve more effective production. Mr Heaton added 
that accountants were cf great help to the Revenue in 
impressing upon the taxpayer his duty to pay the 
proper amount of tax. Some clients criticized their 
accountants on the score that they seemed to be more 
on the Revenue’s side than on the client’s. 
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! THE INSTITUTE OF CHARTERED 
” ACCOUNTANTS IN ENGLAND AND WALES 


Results of Examinations held in May 1952 
FINAL EXAMINATION 


Held on May 27th, 28th, 29th and 39th, 1952 
Certificates of Merit with Prizes Awarded 


First Certificate of Merit, the Institute Prize, the Walter Knox Scholarship, the West Prize 
and the Plender Prize for the English Law (Part I) paper 
Dean, Walter Richard (E. Bosley), Birmingham. 


Second Certificate of Merit and the Plender Prize for the English Law (Part II) paper 
Meeson, Anthony (H. W. Bagge), London. 


Third Certificate of Merit and the Plender Prize for the General Financial Knowledge and Cost Accounting paper 
Barrington, Kenneth Charles Peto (Sir B. H. Binder), London. . 


Fourth Certificate of Merit, the W. B. Peat Medal and Prize and the Roger N. Carter Prize 


Williams, William Frederick (J. Hopkinson), Fleetwood. 


Full List of Names of Successful Candidates 
(in alphabetical order) 


Adams, P. W. (C. H, S. Lewis), London. 
Addyman, C. L. (B. А. Smith), London. 

* Ainsworth, D. A. (W. C. Bolton), Manchester. 
Alam, F. (A. R. Brackenridge); London. 
Alton, J. D. (P. H: Smith), Harrogate; 

Arnold, J. A. РЫ . Hall), London. 
Askwith, J, А, Bond), Southport. 
E. B. Durrant), London. 


. (C. L. Fielden), Colchester. 
5. (T. Ireland), Birminghani, 

Baines M. C. J. (R. L. Davis), London, 
Bardell, G. T. (I. O, MacLeod), Birmingham. 
Barker, C. C. (B, G. Marchant), London, 

2 *Barrington, K, C. P, (Sir B. H. Binder), London. 
D. W. (Н, F. Shapland), Minehead. 
Battersby, J. W. (A. H. Penney), London. 
p У. Sinden), London. 
Beal, J. M. (S. B. Smith), Liverpool. 
Bearman, C. B. (P. Tamini), London. 
Beattie, J. E. (D. J. Duthie), London. 
Beddows, J. . (G. M. Newton), Walsall. 
Beecroft, K. EE C. Beecroft), London. 
Bellard, D. (S. Carr), Huddersfield. 
Bennett, D. B. (e G. Smith), London. 
Bennett, С. B. (Е. О. Toft), Hanley. 
Benson, D. R. (G. D. Na Liverpool. 
Bernard, T. M. F. A . H. Coulson), London. 
Beswetherick, N. P. (P. D. Lace), Bristal, 
Bingham, T. P. " Pitchers), London, 


Birchall, W. S, (J. С. Sankey), Manchester. 
Blackhall, А. M. (E. B. Evans), London. 

b Blaikie, J. M. (J. WA eR Lincoln. 
Blake, H. J. (R. O. N. Ward), Birmingham. 
Blaxland, R. B. (H. J. ` Hoby), Rochester, 
Blears, K. H. (A. B, Southerns), Wolverhampton. 
Boden, R. S. (N. B. Hayman), London. 
Bolton, R. P. (S. Jones), Sheffield. 
Bond, E. H. (C. P Sandon), London. 


.H 
Bone, A. M. (A. Е, Kent), Norwich. 
Borrett, J. E. (R. W. Metcalf), London. 
Bourne, M. J. (T. Bourne), Burton-on-Trent. 
Bowers, A. C, H. (D. Bruce), London. 
Bowman-Vaughan, M. J. (B. Walker), Great Yarmouth. 
Boyd, A. M. m Eyton), Newcastle upon Tyne. 
Bradfield, PES . (L. W. Moscrop), London. 
Bramley, D E We Sharp), Carlisle. 
дӧ Brass, E. B. HW . C. Bartlett), London. 


Brazier, В. R J. E. Burden), Wolverhampton. 
Bristow, S. R. (K. C. Foster), London. 
Brooks, D. R. (F. M, Gilliat), Manchester. 
Brown, G. J. (F. 


Neatham), Warrington. 
. K. Fison), London. - 
Brown, W. (C. R.T Tallon), London. 

Browne, L. H. (J. B. Pittman), London. 


Buckley, F. (R. A. Brown), Manchester. 
Burgoyne, J. (G. B Murgatroyd), Bury. 
Burrow, T. (J. B. P. Williamson), London. 

Burt, R. E. E D. Miller), London. 

Burton, D . H. (R. Mackie), Wolverhampton, 
Bushby, T. À. (A. L, Bersey), London. 

Butler, B. G. Ge E. Keeler), Weston-super-Mare. 
Butterworth, G A Pepworth), Manchester. 
Buy, E. A. H. B . Newton), London. 

Byrne, A. H. (M. Fenton), London. 


Cairns, J. W. S. (H. M. Jones), London. 
Cakebread, D. J AN . Weatherly), London. 
Carpenter, К (C. E. Polak), London. 
Carr, R. P. (A M . Bentley), Bradford. 
Carrodus, P. S. (C. R. Akers), London. 
Carter, B. C. (Е. W. Walford}, Stockton-upon-Tees. 
Cash, H. (formerly with F. Coward, deceased), Sheffield. 
Castle, K. J. (H. S. Hardwick), London. 
Catford, B. J. (S. R. Edwards), Kidderminster. 
Catherall, E. (O. T. Tollit), Chester. 
Cator, F. (R. G. R. Sisson), Great Yarmouth. 
Cattell, J. H. (C. J. Vane), Birmingham. 
Cawser, G. O. (W. B. Douthwaite), Sheffield. 

. R. (I. B. Goldstein), London, 
Clark, J. C. T (Е, С. Feather), London. 
Clarke, DE (R. E. Kay), Altrincham. 

¢ 


on 
m: 


Clay, B J. W. Williams), London. 
Clay, K. J. (W. R. Coope), Nottingham. 
Clayton, M. J. (C. J. Comins), London. 
Clayton, Q. (G. S. Hall), London. 


D. 
Clover, C. M. AG V. Hussey), Ipswich. 

J. Е. (T. E. Clucas), London. 
Coe, P. R. (A. C. Coe), Skipton. 

S. (W. H. Spencer), Liverpool. 

(R. S. Paterson), London. 
Collett, J. H. (F. D. Morris), London. 
Cooke, D. G. (B. F. Newill), Leicester. 
Coppen, P. W. E. (H. W. May), Chelmsford. 


· Costa, M. H. (Sir B. H. Binder), London. 


Cowan, S. S. (formerly with S. Allport, deceased), London. 
Cowgill, À. R. (W. H. Arden), Manchester. 

Cox, D. E. (M. Owen), Swindon. 

Crawford, J. O. (C. H. Leather), London. 


Crawford, (L. K. Taylor), Manchester. 
Cronin, J. Ba he). Sunderland. 
Crosby, D. R. G. (G. S. Digby), Colchester. 


Cutts, W. C. Phipp), Nottingham. 


W. (D. G. Sole), London. 

Dalton, E. W. Cw. Patterson), Newcastle upon Tyne. 
Davey, R. С. (D. H. Peed), London. 

Davies, G. (W. H. Arden), Manchester. 

Davies, M. (J. A. Edwards), Manchester. 


N. 
(H. 
R. 
Curties, I. H. (J. M. Watson), Bournemouth, 
N. (D. R. 
Dadswell, F. 
Yi 
C 


f * See also Certificates of Merit above. 
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Davis, K. E. (L. R. Armitage), Enfield. 
Davison, J. A. (F. Dixon), Leicester. 
Dawson, W. (formerly with R. C. Whineray, deceased), 
Barrow-in-Furness. 
Ds», А. S (R. W. Smith), Maidstone. 
*Dean, W. R. (E. Bosley), Birmingham. 
; P. F. (formerly with J. G. Imray, deceased), London. 
Dick, G. W. (J. G. Younger), South Shields, 
, P. S. (H. H. Blackburn), Bradford. 
G.H Ec H. Barron), York. 
.0L 8 . King), London. 
Dorey, G. S. (S. H. Smith), London. 
Double, B. uM (H. M. Crawford), Colchester. 
Down, P. R, (F. J. Fullerton), Leeds 
Duddridge, g R. (A. E. Cockbill), Sheffield. 
Dutton, D. T. (T. Dutton), Northampton. 


Eccles, W. S. (S. Barlow), Manchester. 
Edwards, J. A. (P. S. Cooper), Liverpool. 
H. (T. L. Knight), Oswestry. 
Ellis, J. B. (J. B. Yearsley), Manchester. 
i . (D. B. Ms Warrington. 
С. 5. (E. С. Essex), London. В 
Evans, A, С. E L. Buckland), Swansea. 
F. G. Feather), London. 


. V. Mills ; London. 
(G. E. Jones), Liverpool. 


"oko 


.G.H. 
C uw. Findlay), cm 
organ), Plymouth. 
. Boyles), London. di 
. M. (Н. В. С. Smith), London. 
.Н, Е. Storey), London. 
Fisher, А. J. (A. R. King-Farlow), London. 
Freeman), London. 
G. Hay), Aylesbury. 
Foster, E. A. „ Smeeton), Sheffield. 
Fox, I. M. e Kershen), London. 
L. B. E. H. Brown), London, 
Sir J. S. Holmes), London. 
Freke, J. H. (Ё. W. Charles), London. 


Gard, T, S. M. (formerly with J. T. Naylor, deceased), Bristol, 
Garside,” J. J. (J. B. Garside), Blackpool. 
Gates, S. A. (A. A. F. Parker), London. 


Fraser, JM 


Gaunt, D. J. (R. W. Jarvis), Leicester. 

Gee, M. S. K. Tubbs) London. (Plender Prize for the 
Advanced. ccounting (Part II) paper.) 

Gerrish, A. AM (W. E. Fairbrother), London. 

Gibbs, P. Sia che E. Cook), London. 

Gmoch, Р, (formerly with E. W. Atkinson, deceased), 


arrow. 

ci in, D. T. (E. Baldwin), Sheffield. . 
Golding, L. J. (W. T. R. Masterson), London. 
Goodman, H. L. (H. ЕН. Hamilton), London. 
Goodwin, P. (F. Hyde), Romford. 

gordon, , J $ С (W. А. Roberts), Southampton, 
Grant, H. G. (R. A. Barter), London. 

Gray, "K. "M. formerly wi | B. A. Bates, deceased), Bradford. 
Green, M. We P. J. L. Case), Watford. 
Gregory, M D С C. Gregory), Darlington. 
Griffin, A. D б. (А. С. C. Oddie), Bristol. 
Guile, R. E (AJ . Loarridge), Worthing. 
Gunby, S J. (Е. Dixon), Leicester, 

Gurney, B. E, (C. B. Holland), London. 


Hall, J. M. F Dickenson), Derby. 

Hall, S. H. (J. A. Greenacre), Birmingham. 

Hallworth, te TT. (Е. J. Smith), London. 

Handley, N. (formerly with J. S. Tropman, deceased), Birm- . 


ingham 
Harding, P. M. (A. E. S encer), Leicester. 
Базара, B. Н. (Е. М; Harris), London. 
Hardy, D. W. (№. Rutter), Liverpool. 
Harper, E. С. e C. Hayman), London. 
Harris, C. P. (J. E. Talbot) London. , 
Harris, J. (A. G. T. Oakley), London. 
Harris, P. J. N. (D. x Littlejohn), London. 
Harrison, R. W. G. W. O. Wilkinson), London, 
J. L. (M. Price), London. 
Hayward, F. J. . Burden), Wolverhampton. 
Hemington, D. . (А. J. Attfield), London. 
Hemmant, J. P. (F. W. Palmer), Norwich. 
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L. 
. Knightley, B. J. (F. Boydell), Swindon. 
J. 


Henderson, E. H. (R. Cuttle), Chelmsford, 
Henderson, J. A. (W. B. Paton), London. 


Henderson, W. B. (P. W. Cooper), London. 
Henry, R. P. (M. . 5. Bradford), London. 
Hick, A. W. S. (S. Edgeumbe) Plymouth. 
Higgs, B. N. (P. T. Neal), Birmingham. 
Higham, S. (C. Green), Manchester. 

Hill, 6. У. (C. E. Free), Harrogate. 

Hill, I. F. D. (G. K. Cook), Liverpool, 
Hill, J. R. (F. a Liverpool. 


Hipsey, J. M. (H. S. Ortmans), London. 
.А. Т. (H. Collins), London. 

J. L. (L. F. Judge), Hull. 

L. P. (J. A. Wagstaff), Worcester. 

Holden, H. (J. Blane), Blackpool. 


Holder, E. 15 . (E. B. Langford), Portsmouth. 
Hooper, N E. а. W. Vincent), Lordon. 
Houle, R. B. (E. Po Whinney), London. 
Howard, А.Н. 5. Yates), London. 
Howard, J .F.( бан) Bradford. 
Howard, у J. J. H. S. Howard), London. 
Howarth, R. H. di " Daniels), Bolton. 

Hunt (Miss), J. M. (E. Watts), London. 


Hunt, R. (K. W. Clark), Reading. 
Hunter, I. G. (A. R. Avens), Portsmouth. 
Hurst, H. (J. Barrett), Leeds. 


. W. Cornwell), Bristol. 
. W. H. Lancaster), London. 
. (I. Legge), Live ; 

K. (W. E. Carnelley), London. 
. (D. J. Hill), London. 


W. L. Norman), London. 
. А. to Hacking), Lancaster. 
F. B. Leithead), Sunderland. 
West); Plymouth. 
W. H. Peat), London. 
W ‘Clarkson Webb), London. 
У, Osborne), London. 
? ; QW. N. Dawson), Middlesbrough. 
me London. 
H. Hole), 8t Albans. 
(D: T. Horsfall), игре зе E 
Jones, D. T. Veale), Leeds. 
Joseph, y B. (H. Munro), London. 


Katrak, H. S. (F. G. Jenkins), London. 
Keehner, A. A Jennings), Sunderland. 


E | 


v 

Е] 

E 

» Qd 
пио ве 


Keep, A. Е. W. (0. J. West), Reading. 
Keeping, Na . (W. H. Morton), London. 
Kench, R S. (G .H. Fletcher), London. 
Kerr, we T.J J; (he E. Parsons), London. 
Kerry, N. E. (F. W. Lloyd), London. 
Kershaw, H, G. (P. E. Smith), Sheilield. 
Killick, B. N. E. (J. C. Gardner), London. 
Kirby, M. ae (T. F. Holman), Birmingham. 
Knight, A. R. (W. Yarwood), Harrow. 
Knight, . W. G. (H. H. T jomas), London. 
Knight, S. W. (L. D. Clarke), London. 


Lamdin, H. (E Butterworth), London. 
Lane, P. G. (E. Williams), Chester. 
Laurence, J. G. (H. J. Townsend), London. 
Le Clere, R. N. (T. W. Eckersley), Manchester. 
Leech, F. D. (C. W. Hamilton), London. 
Leese, R. G. (C. S. Birbeck), Stoke-on-Trent, 
Lenny, C. A. (S. R. Woodgett), Longton. 
Lermit, A. M. (E. F. Lermit), Northwood. 
Leslie, C. (R. O. Reed), Hull. 

Letch, F. W. (E. W. Dowdy), London. 
Lewak, D. S. (R. H. Collet), London. 
Lipman, S . (Е. S. Вгау), London. 

Litchfield, К. E. (T. C. Pepper), Birmingham. 
Liversedge, J. F. (C. D. Whitnall), Liverpool. 
ader, UE (C. J. G. " Hughes), London. 

Lowther, N. I. (E. Green), Leeds. 
Luthra, A. K. (F. C. Rossiter), London. 


Macaulay, C. F. (R. Н. Passmore}, Torquay. 
McGuire, S. P. (D. A. P. Gould), Norwich. 
McIntosh, G. M. (J. B. Longbottom), Harrogate. 
McKee, E. (V. N. Pulman), Whitby. 

McLaren, A. (W. Hepburn), London. 


* See also Certificates of Merit above. 
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McLeod, M. S. (J. Walter Vincent), London. 

, N. A. (Н. D, Collins), Southport. 
. O. (Н. С. Е, Miller), London. 
A. (L. P. Gibbs), London. 

(J. Godfrey), London. 

Marsden, J. R. (R. W. Foster), Chesterfield. 
Martin, W. (A. А, Barger), London. 
. Pri mee Tondon: 
Masters, A. p arr 


Merkin, H. 


. G. Hickmore), London. 
- Т. Friedenthal), Fondon, 


1 

Mitchell, M. (s. j. Melbourne), London. 
Mitton, R. F. (B. Collins), Manchester, 

J. (C. €. G. Bee), Preston. 
Morea, V. R. (F. R.-Waller), London. 
Mottershead, A. ЈА. (С. 1. ernon), Manchester, 
Murdoch, W. А. McK. (R. C. Methold), Worthing. 
Murray, D. R. (T. W. Pell), Nottingham, 


* Nash, H. J. (R. E. Herington), Birmingham. 
Netscher, F. . E. (C. Mourant), London. 
Neville, M. J. S. (G. G. Goode), Birmingham. 
Newman, R. W. (R. W. Young), London. 
Newton, G. H. (T. R. Maltby), Leeds. - 
Nicholson, A. T. A. га L. Puckle), London. 
Nightingale, R. С. (F. G. Baker), London. 
Nixon, P. T. (W. J. Carter), Wolverhampton. 
Norman, E. A. (J. P. Cordery), Malvern. 


2 den, J. (G. D. Weir), Sunderland. 

Oldfield, J. (W. O. Newcomb), London. 
Qldroyde, T D. H L.. Simpson), Huddersfield. 
Oliver, D. J. (L. M. ro Wolverhampton. 
O'Malley, J JP. (R eir), Liverpool. 
O'Neill, G. S nd d "Peacock), London. 

Orrin, (Miss) 8. б. A, Kinney), Brighton. 
ini W (D. Howell), Sheffield. 
Owen, J. N. (P. S. Cooper), Liverpool. 


Pakenham- Walsh, E. R. (formerly with E. F. Jones, deceased), 


on 
packer Rees, a A, ES C. Brading), Newbury. 
M. Hardie), London. 
ON. S. Carrington), London. 
DCi Atkinson), Leeds. 


n ), Newquay; 
Pendlebury, Y AG d. A ill), Blackpool; 
Perkina A- W. (H. W. gly London. 
i . (C. M. Skinner), Manchester, 
. F. D, Yerbury), London. 
А Е. R. С. Sheen), London. 
Petty, R. W. (W. F, P mh Leeds. 
i . (W. А. Facken, Wallington. 
4 Sayers), London, Е 
.H. W, E. 8. Hooper), Southport. 


Lond on. 


ae 


c.i 
- V. Eggleton), Gloucester. 
(G. G. Tome. Norwich. 
. K. Turner 
Price, E. H. 
Price, P. N. G. (6. P. Clarke), tokon. 
. R. 


Ledsam), Birmingham. (Frederick Whinney 
Prize and the Plender Prize Jor the Advanced Accounting 
(Part Ту paper.) & 

Randall, W. A. (G. Emmerson), London. 22 

Ranson, D. O. (J. W. v Wakefield), Birmingham. D-—0 7 

Ransted, D. R. (H. W. Evemy), London evt 

Raw, T. S. (E. W. Hammon: ad), Darlington. (Plender Prize Jor 
the Taxation paper.) 


THE ACCOUNTANT 


| Robinson, j 


- Sims, J. C. UN M. Smith), P 
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Rawcliffe, Т. М. (D. Е. Darker), London, 
Read, A. D. (E. G. Davis), London. 

Reed, B. H. (B. Hennell), London. 

Reed, D. (J. Ward Vincent), London. 

Reed. Dq G. V. YS. 'T. Bridge), Manchester. 
Riddelsdell, M. W. Mertens), London. 
Rigby, A. S. д. АНИ Сћопеу. 
Ringrose, С. А. (С. H. Mead), London. 
Roberts, G. N. (H. Sanders), Wolverhampton. 
. W. (У. Е. Ве dington), Derby. 
Rolinson, E i (J. T. Raybould), Birmingham. 
G. (C. H. Bradfield), Neath. 
Ross, È Freeman), ‘London. 

Rosser, A. (G. H. В. Cox), Burton-on-Trent. 
Rostern, D. N. (R. M. Peat), London. 

Rowe, F. W. R. Pugsley), London. 
Ryan, J. (T. B. Stuttard, Burnley. 


Sadler, D. N. G. (H. W. Moberly), London: 
Salomon, R. N. (C. H. Barham), London, 
Saunders, J. W. (L. S. Morris), London. 
Saunders, K. C. (E. C. Wheatcroft), Derby. 
Scanlon, J. J. O. (E. W. G. Joicey-Cecil), London. 
Scott, J. L. (L. C. Williams), Manchester. 
Searle, K. H. (A. Whittaker), Sunderland. 
Segal, S. (L. Gibson), London. 
Senior, D. H. (B. Thomas), Sheffield. 
Shackleton, J. A. (R. W. Gorman), London. 
Sharp, S. H. (G. R. Leithead), London, 
Sheard, K. (G. Tattersall), Huddersfield. 
Shepherd, . ]- D. e F. Wildash), Worthing. 
Shiells, G. W. A. (C. O. Skey), London. 
Sidaway, G. F. (F. E. Sidaway), Birmingham.’ , 
Simmerson, R. E. (J. S. Haywood), Sheffield. 5 
lymouth. 
P. (J. D. Thornley), Manchester. 
Smerdon, J. A. G. (V. C. Burston), Bridgwater. 


Smith, A. G. (M. B. Hewitt), Leeds 

Smith, B. S. Pv . P. Moll), London. 

Smith, D. (E Broadbent), Leeds. 

Smith, F. E. (H. M. West), Leading. 

Smith, R. A. (D. W. Carter) Kingston-onThames. 

Smith, W, Е, T R, RA London. 
myth, M. . Smyt! roydon. 

Snape, H. K. (W. S. Berry), Manchester. 


Snowdon, Т. У. (W. AIC er), Manchester. 


Solomon, H. J. aon W. Shaffery), St Austell. 
Spenser, R. E. (P. C. Watt), London, 
Sprange, R. 5. (T. B. Hug! res), London. 


AM, C. Rogers), Nottingham, 
L. ге Birmingham. 

L. Clench), London. 

. G. Pye), London. 
Stirling, W. L. . (J. A. Heacock), Birmingham. 
irst), Blackburn. 

Strachan, M. M. (H. J. Cole), Hull. 
Stride, P. B. £, F. Middleton}, London. 
Sumpter, J. D. (T. W. Henshaw), Derby. 
Swann, P. A. R. (P. H. Tyack), London, 


Taylor, L. E. (S. = Eason), Sheerness, 

Thomas, F. H. Maunder), Dorchester. 
Thomas, K. E. (5. B . Smith), "iverpool, 
Thomas, R. (H. T. Hughes), Llandudno. 
"Thompson, W. J. (H. K. Easton), Benigni 
Tiley, J. M. (H. P. Laurence), Bristol. 
‘Tomlinson, F. (formerly with J. R. Lord, deceased), Bacup. 
'Tonge, W..D. (S. Croft), London. 

Tribe, E. S. D. (Sir R. A. Jenks, Bt.), London. 
Trickey, R. G. (L. E. Fillmore), London. ' 
Tropp, N. (G. Edelman), London. 

‘Trudgeon, Е. J. (J. W. Һаҝегу), St Austell, 
Turner, A. H. M. (J. E. H. Littlewood), London. 


Vaulkhard, N. J. (G. G. Jackson), Skipton. 
Verity, L. XD. Steele), Bradford. 
Verrall, P. (K. C. Pollock), Rochester. 


Waite, W. A. o B. Waite), Barrow-in-Furness.- 


Wallington, C. . (H. Е. & Stripp), London. 
Walters, M. (W. Zusman), London. 
Walton, A. (А. Е. Ellison), Bradford. 
Ward, J. R. (P. E. Thain), King’s Lynn. 
Ward, J. S. (H. Peat), London. 


Ward, W. (A. Beckman), London. 
Watson, J. M. (R. T. Walters), London. 
Watt, J. D. (R. H. Shipley), London. 


* See also Certificates of Merit above. 
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Wayne, P . H. (J. C. Gregory), Darlington. 
Wells, D. J. (J. P. Burke-Scott), London. 
Wells, J. R. (F. W. Charles), London. 
Welsford, P. A. (Donald Smith), London. 
West, R. P. (D. R. Cole), London. 

Weston, M. H. T. (J. Thornton), Oxford. 
Wheeler, A. M. (E. Bridgwater), Birmingham. 


White, L. (G. Finch), Brighton. 


Whiteley, F. A. (J. R. Charlesworth), Manchester. 
Wicks, J. B. RI; S. Lake), London, 
Wilkinson, В. . P. (R. H. E. Wilkinson), Manchester. 


"Williams, W, ЈЕ. (J. Hopkinson), Fleetwood. 
Willson, K. V. (S. Wilson), Uxbridge. 


450 Candidates passed. 


THE ACCOUNTANT 


. Becker-Jones), London. s 
. Q. aylor), Newcastle upon Tyne, 
M. J; Jackman), London. А 


Wood, M. =. E. (E. Т. Wood), London. 
Wood, R. e G. Wearden), Blackpool. 
Woodhead, A. T. (F. С, Topping), Pruddersfield. 


Woolf, S. D. (E. Gr cer), Manchester. 

Worth, J. H. (J. A. Edwards), Manchester. . 

Wycherley, G. St C. (formerly with R. Legge, 
Wolverhampton. 


Yeadon, K. E. (A. R. Mason), Birmingham. 
572 Candidates failed. 


INTERMEDIATE EXAMINATION 
Held on May 20th, 21st and 22nd, 1952 
Certificates of Merit with Prizes Awarded 
First Certificate of Merit, the Institute Prize and the Frederich Whinney Prize 
Price, Arthur Stanley (S. Parkinson), Leicester. 


Second Certificate of Merit and the Robert Fletcher Prize 
Chilver, Brian Outram (D. J. Ginnings), London. 
Third Certificate of Merit and the Plender Prize for the Auditing paper 
Hoffman, Walter Max (A. P. W. Simon), London. 
Fourth Certificate v2 Merit and the Plender Prize for the General Commercial Knowledge paper _ 
More, Alexander Victor John (C. H. Mead), London. 
Fifth Себи of Merit and the Plender Prize for the Book-keeping and Accounts (Executorship) paper 
Davis, Timothy Cummings (C. E. B. M. Smith), Plymouth. 
Sixth Certificate of Merit 
Turner, John Oldham (E. F. de C. Smith), Norwich. 
| Seventh Certificate of Merit 
King, John Roberts (C. Јогдаг.), London. 
Poerscout- -Edgerton, Clive Eric (B. Gilbert), London. 
Ninth Certificate of Мати 
Cutter, Brian William (L. R. Binns), London. 


Tenth Certificate of Merit 


Halton, John (J. W. Pickard), 


London, 


Eleventh Certificate of Merit 
Seymour, Jeffrey (H. Arbeid), London. 


Twelfth Certificate of Merit 
Larcom, Charles Christopher Royde (G. D. Cucksey), London. 
Scovil, Southmayde Samuel (T. E. F. Leacock), London. 


Fourteenth Certificate of IMerit 
Williams, Robert Raymond (G. B. Elphick), Chester. 


Full List of Names of Successful Candidates 
(in alphabetical order) 


Abbott, C. M. s E. Dewdney), Bristol. 
oom T. M. (R. D. F. Brearley), Devizes. 
Adam, T. L. (G. W. Coleman), London. 
Ainsworth, E. P. R. Е, Ainsworth), Manchester. 
Aitken, S. D. (J. D. Nickels), Liverpool. 
Alderslade, H. V. (х В. Hayman), London. 


Al-Hawiz, N. M. (6. Н. С. Stanley), Birmingham. 
Amin, T. (С. J. На yward), London. 

Anderson, N. C. (D. Neal), Birmingham. 

Anderson, W. D. (C. E. V. Salsbury), Bedford. 


Andrews, C. N, F, (A. H. Rodwell), Preston. 

Armitage, R. (H. R. Hayes), Manchester. 

Armstrong, C. J. (J. G. As ), London. 

Ashcroft, W. D. (P. M. Plucknett), London. (Plender Prize for 
the Book-keeping and Accounts M DE paper.) 

Ashenheim, J. D. A Civval), London, 

Atlas, L. H. (F. E. Ellis), London. 

Austin, B. Y. i4 Smalley), Coventry. 

Austin, D. B 7 Bastow, Havant. 

Austin, E D. . Lovatt), Peterborough. 


. Watson), Southampton. 

"King- Farlow), London, 

. J. Drakeley), Nuneaton. REN a, 
A. H. (E. S. D. Bavin), London. E 
. P. (C. J. Jeffries), London. 

Baker, "t (S. Tickle), Birmingham. 
K 
P 


Б 
сир unt 


(H. J. Burgess-Parker), Bristol. 
. (T. Parkinson), Burnley. 
. (E. J. Newman), Birmingham. 


Barnes, M. (W. E. Parker), London. 
Barr, А. M. (A. T. Eaves), Manchester. 
Barrcws, P. W. (L. I. Grant), London. 
Barten, T. W. (R. Mitchell), Preston. 
Bates, G. M. (L. Wilson), Halifax. 
Baudrier, J. P. (F. W. Jones), Lewes. 
Beard, J. M. g . A. Bond), Southport. 
Bearman, J. A Ae Mn London, 
Beaton, A. (C. J. Mason), London. 
Bedingfield, tC „КЕ. 'T. Granger), London. 
Bennett, J. G. E. (A. H. Whalley), Leeds. 
Benson, P. Al J. Ph elan), Manchester, 


Berry, Pi R. W. (C. Brooke), Blackpool. 
Bakar L. (L. W. gade) Croydon. 
am, I. W. (ŒE. O . Toft), Hanley. 


[5 me B. M. q. . C. Parsons), Birmingham. 
Binney, H. A. H. (J. A. Williams), Liverpool. 
Bird, J. D. (H. P. Patterson), London. 


Birrell, J. D. J. C. Boyce), Bradford. 

Bishep, A. D. (W. H. D. Campbell), London. 
Blower, J. S. n D. Wilkie), Wolverhampton. 
Bosoanet, P. (R. S. Bastow), Havant, 
Bowman, J. E. B. (C. R. Culling), London: 
Bord, I. M. (Е, Portlock), Landon, 

Brett, F. S. (R. R. Callingham), London. 
Brierley, D. (J. Thompson), Manchester. 


Brocker, A. B. (S. Makin), London. 

Brockes, R. (C. H. B. Gilroy}, Aldershot. 
Brown, D. A. N. (G. = Bissell), Birmingham, 
Brzwn, G. A. P. (D. R. Clack), London. 


* See also Certificates of Merit above. _ 


deceased), 


August 2nd, 1952 


Á 


ol, 

on. 

on), London. 
London. 

, Sheffield. 
mith), London. 
er), Manchester, 

q ings), London. 
m Densem), London. 
K. Fairbrother), London. 

H. McKnight), London. 
ro D. Manning), London. 

eywood), Macclesfield. 
and), Southend-on-Sea. 






Conk i: E, Harden), London. 
Coulson, J. Т. Peirson), Coventry. 
Covington, mE Baker), Northampton. 
Covington, H. Covington), London, 
Cowper, J. G. a Wa gstaff), London. 
Craggs, G. C. Gildon) Middlesbrough. 
Craig, J. .L. Farr), Nottingham. 

Croft, W. . Winn), Newcastle upon Tyne. 
Cross, C. ` (H. W. Richards), Birmingham. 
Curran, J. . C. M. Williams), Swansea. 
















*Cutter, . R. Binns), London. 
Davies, D. W. (R. J. Burford), Cardiff. 
Davies, I. L. (W. A. Holmes), Leeds. 
Davies, K. (C. C. H. Burnage), London. 
Davies, P. T. (W. А. Eilbeck), Liverpool. 
Davies, T. E. (R. B. Jones), Colwyn Bay. 
Davis, A. M. O. (L. V. Hazelwood), Birmingham. 
Davis, D. C. (Е. 5. Ball), Liverpool. 

Davis, G. Е. (G. 5. Crowther), London. 
Davis, N. A. L. (T. J. Williams), Cardiff. 
*Davis, T. C. (C. E. B. M. Smith), Plymouth. 


E. 
Dayer, J. A. (A. F. Ward), Bristol. 
Demetriou, L. (M. Bennett), London. 
Dias, S. р, Ro x London. 

. q. 


«Т. "Pollard), 'Taunton. 
Doe, D. L. (Е; E. Barger), London. 
Donnelly, D. C. (J. B. Yearsley), Manchester. 
Dowd, A. Т. (G. Whittaker), Manchester. 
Downton, J. R. (R. G. Slac 3 Hull. 
n Drape, J. S. (C. B. Richmond), Manchester. 
= Drew, D. (S. A. Mapus-Smith), King's Lynn. 
Driver, J. D. (A. M. Stray), London. 
ron, J. S. (H. H. Brodie), London. 
Du Cros, E. A. (G. L. Aspell), Leicester. 
Dunbar, A. H. (F. C. Hoyle), Manchester. 
Durrans, P. С. (D. J. Gow), Bournemouth. 
Dutton, A. (W. Holland), London. 


G. F. 
Dwyer, P. H. (Н. D. Radford), Birmingham. ~ 


Eaves, J. H. (A. Ellison), Liverpool. < 
Edmunds, G. Н. (E. Lamb), London. 
Eglin, D. a: (L. Bee. Manchester. 
Ellicott, P. J. (А. S. Kennard), Newton Abbot. 
Elliott, B. (T. H. Wilkinson), Manchester. 
Elliott, J. A. (J. S. Holloway), Wolverhampton. 
Emanuel, G. R. (D. 'T. Jeremy), Swansea. 
Endsor, A. V. (G. B. Watson), Oxford. 

Escow, M. (R. D. Houseman), London. 
Evans, N. L. (I. G. Miller), Cardiff. 

Evans, R. (H. B. Marsden), London., 

Evemy, G. K. (A. T. Buckingham), London. 


Flint, E. V. (Е. 
Foreman, 7. Е. Ј. 


Fox, T. G. (P. A. Bridger) 
Fox, T. P. K. E Binns), 1 Hun 
Frampton, м: 


Franklin, Н. W. (М. G. Ea Liverpool. 


Franklin, W W. A. R. (J. C. Fortune), West Hartlepool. 


Coventry. 


Freeman, L. Е. (5. J. ш, E A 
ondon. 


Fry, A. H. C. (R. R. Nash), 


Garside, E, H. (A. G. Warne), London. 
Garthwaite, R. (F. W. Etchells), Huddersfield. 
Gentry, R. F. (Е. Е. G. A. Flynn), London. 
Gibron R. (E. D. Sanders), Liverpool. 
Gilks, G. L. (T. B. Quail), Nottingham, 
Gledhill, 'D. M. (E. F. Walker), Nottingham. 
Gloor, G.A. Ue T. yogin), Cheltenham, 
Glover, M. N NC M . Jackson), London. 
Godfrey, P. G. (W. R. Middleton), London. 
Golds, F. J. J. M. Keith}, London, 
Goodwin, B. (H. Arnold), London. 
Gordon, B. p israel), London. 






Gosling, P. E. J. (C. S. Forsyth}, London. 
Grace, E. D. (K. G. Ayling), Bournemouth. 
Grant, G. L. (A. Sadie), London. 

Greaves, A. С. Т. (H. L. Bangham), Swansea. 
Green, J. A. (C. Bates), Cardiff. 

Green, N. E. (D. Winnett), Manchester. 
Greening, D. C. (A. Сомду), Portsmouth. 


Greenwood, C. (Е. У. Lambert), Halifax, 
Groves, J. T. (S. P. Thomas), Birmingham. 
i m 


Halpern, B. (G. M. Bickerton), Manchester. 
*Halton, J. (J. W. r Pickard), London. 

Hamer, D. (E. W. Broadbent), Leeds. 
Handley, B. A. (C. E. Smedley), London. 
Hanna, H. Y. (A, K. Gill), Leeds. 

Hanson, C. R. (C. Walton), Leeds. 

Harding, G. E. F. (D. K. Gourlay), Liverpool. 
Harlow, D. P. (H. Sutherst), Manchester. 
Harper, R. G. H. (J. Perfect), London. 
Harrill, H. R. (H. C. Howard), London. 
Harris, M. (J. Spence), London. 

Harris, S. I. (J. B. Yearsley), Manchester, 
Hart, B. (W. G. C. Oliver), Burton-on-Trent. 
Hartley, D. E. (A. C. Coe), Skipton. 
Hartley, P. A. H. (G. N. Hunter), Leeds. 
Harvey, S. J. (G. ]. Coombes), Newport, I.W. 
Hawkins, D. W. (C. C. Hayman), London. 
Hawkins, P. F. (J. H. Mann), London. 
Haworth, J. R. (H. Crawshaw), Accrington. 
Hayllar, S. D. (A. D. Macve), London. 
Head, A. (T. J. Nicholas), London. 

Heath, M. E. (E. R. Norman), London. 
Helliwell, R. (J. К. Hague), Oldham. 
Heron, J. P. (F. C. Shrimpton), Malmesbury. 
Hesp, G. A. T Callon), St Helens, Lancs. 


Hetherington, P. A. (G. R. Mackay), London. 
Hicks, J. C. D; ЈЕ. Evans), London. 

Higgs, W. A. T. (J. Hackett), London. 
Hill, B. S. (A. G. Oliver), Birmingham. 
Hilton, C. W. (R. Goorney), Blackpool. 
Hind, D. B. 0, Dewar), London. 

Hobbs, А. R. C. (J. T. Corbett), London. 
Hodges, M. T. 1. (5. Fawcett), Salisbury. 
Hodgkinson, E. D. (A. Е. Perkins), Bristol. 
Hodgson, H. C. (J. H. Waring), Bolton. 
*Hoffman, W. M. (A. P. W. Simon), London. 
Holden, Y L. (E. H. Grant), Leicester. 
Holman, K. З. m Holman), London. 
Holmes, B. R. L. (B. M. Smith), London, 
Holt, D. L. J. Barlow), "Bolton. 

Hook, A. W. (P. W. Payne), London. 


* See also Certificates of Merit above. 











G. S. (T. irmingham. 






upon Tyne. 
che), London. 


"n. 


. F. Н. Jom b_ymington, 

; Schofield, Oldham. 
Rigby), Manchester. 
Hope), Liverpool. 






j, L. . Kidson), London: 

. M. (H. A. Esden), London. 
Jones, T. P. . Ward), London. 
Jones, W. R. . Walton), Manchester. 
Jordan, L. A. Mae R. Keens), Luton. 
Jordan, P. F. . Wand), Southend-on-Sea. 
Kennedy, R. A. (R. H. Shipley), London. 
Kevehazi, E. M. (H. Petrie), London. 
Key, R. J. (E. J. Bettson), London. 
Khanna, S. C. (E. Manby), London. 
King, J. F. (N. A. Wiseman), London. 


*King, He R. (C. Jordan), London. 
King, M. J. (G. E. Richards), London. ~ 
King, W. C. (J. W. Boothman), Blackburn. 


Ladevéze, J. E. (K. R. R. Readhead), London. 
Lambden, M. G. ay A. W. Fox), London. 
Lamond, G. E. W. (F. I. Nickson), Blackpool. 
Landsman, M. (J. Pollard), London. 

Lane, M.J . R. (E. H. Bellamy), Birmingham. 
Lane, P. y (H. C. Castle), Birmingham. 
*Larcom, C. C. R. (G. D. Cucksey), London. 
Lavender, D. R. (W. W. Fereday), London. 
Lawrence, G. C. 5 Н. Ansell), London. 
Lawson, D. (J. C. Bishop), Hastings. 

Lazarus, МА. (Е, Woodhams), London. 


Teadbeater, K . J. (B. Kidson), Wolverhampton. 
Teaver, D aoe Mason), Accrington, 

Lees, G EA. J. Davis), London. 

Letheren, J. W. (1. W. Button), London. 


Lever, S. a. (H. Lever), London. 

Lewis, H. J. (C. Boase), Liverpool. 

Lewis, R. V. (G. L. Couch), Ruislip. 
Lindsa ; D. (А. C. Palmer), Bristol. 

Linsdell, J. A. (P. J. Madge), Southampton. 
Litchfield, D. A. (R. St. C. Page), Nottingham. 
Littman, A. F. (1. E. Park), London. 
Liversedge, E. (М. S. Walker), Bradford. 
Losinski, S. W. (J. Hazlitt), Manchester. 
Lowe, W. A. (B. M. Frazer), Liverpool. 
Luckman, K. J. (S. H. Cooper), Wallington. 
Lyon, T. 7. А. 18. Hague), Liverpool. 


McAllester, І. С. (K. C. Cook), Liverpool. 
McCulloch, І. W. (м L. Davies), London. 
McDonald, N. O. (M. G. O'Donnell), Harrow. 


McGibbon, L. (L. G. Spencer), Newcastle upon 'T'yne. 


McGregor, D. . (W. E. Carnelly), London. 
McLean, D. F. ar. Mills), London. 

McLean, L. pre . Nelson), Wolverhampton. 
Macnamara, P. C. (A. Wardle), London. 
Malyon, N. 5. (J. D. Shepard), London, 
Mamas, T. C. (L. W. Gatenby), London. 
Manners, The Hon. T. J. (S. B. Smith), London. 
Marks, M. (J. Barrett), Leeds. ` 

Marle, J. I. В. (C. P. T'wemlow), Crewe. 
Marlow, K. F.. (C, P. Ward), Birmingham. 
Martin, P. V. (D. H. Pratt), London. 
Martindale, W. K. (S. Whitehead), Preston. 
Mason, R. (L. J. Reddall,) London, « 

Massey, P. F. (J. K. Dick), London. 

Massie, I. (W. J. Campbell), Hull. 

Masson, (Miss) C. R. (C. yates Birmingham. 
Mead, D. F. (R. B. Hill), London. 

Meadows, C. G. (W. H. Shaw), Northampton. 
Mellers, R. H. (R. Barlow), Chelmsford. 
Menzies, A. B. (E. W. Broadbent), Leeds. 


* See also Certificates of Merit above. 


' Moritz, А. J. (L- 














Morgan, W, 12 


Moys, J. E Cat Тан 
Murphy, D. 14 (S. G. Sillen 
Myles, Н. W. K. (D. A. Jacc 


Narborough, L. (A. Scotten), " 
Nash, A. R (J. Green), опао. 
Nash, D. H. (W. H. Green), Se’ 
Naylor, D. A. ir W. Wheeler), 
Needham, R. B. (F. V. Lambert), 3 
Nesbitt, R. R. J. A. (H. С. Jefferies; nona 
Newman, P. (B. Rader), Ilford. 
Newton, W. J. (N. McLaren), London. 
Nicholson, P. (J. Allured), Manchester. . 
Nieto, R. H. (V. O. McQuillin), London. 

Notley, D. J. (C. Croxton-Smith), Bristol. 

Noy, (Miss) N. J. (G. O. Redfearn), Penzance. 
Nutter, E. (S. P. Smith), Burnley. 


O’Brien, T. M. (W. Earl), Lytham St. Annes, 
O'Driscoll, P. F. (J. Hackett), London. 

Olsen, D. (W. M. H. Nash), Weston-super-Mare. 
Osborne, W. (R. A. Palmer), Northampton. 
Osner, R. D. (P. F. Allday), London. 

Ost, R. A. M. (J. Thomason), Manchester. 


Palfreyman, R. A. (E. M. Butterworth), Derby. 
Palmer, K. (E. E. Newbald), London. 
Pannaman, J. G. (W. Rosser-James), London. 
Patel, B. б. (D; F. D. Cartwright), Bri hton, 
Penlington, R. I. (W. H. Olivier), London.’ 
P P. С. (G. т. Midgley), London. 
Peu R . C. (E. A. Dinham), Wokingham. 
, H. (F. E. Holroy: ), Leeds. 
Phillips, i (H. J. Ballam), Ipswich. 
Phillips, P. W. (H. A. Deeker), London. 
Plummer, J. G. (W. Windebank), Sutton. 
Pocock, R. J. (F. W. Wilkinson), London. 
*Poerscout-Edgerton, C. E. (B. Gilbert), London. 
Pool, M. F. (F. Pool), Leicester. 
Pope, A. R. (C. D. Smith), London. 
Poulton, D: W. (F. Winn), London. 
Pownall, D. S. (C. E. Hall), London. 
*Price, А 5 . (S. Parkinson), Leicester. 
Price, J. (5. В. Jackson), Birmingham. 
Priseman, G. A. (F. L. Webb), London: 


Quick, E. H. (W. N. Hoyte), Exeter. 
Quinn, A. . (K. H. Wrigley), Birkenhead. 










Rampton, RE » Morris), Reading. 

Raphael, N. B. (A. A. Nyfield), London. 

Raw, J. W. (J. 5. Hyland), London. 

Reynolds, K. Mc. C. (D. A. Jackman), London. 
Reynolds, W. G. (R. B. Jones), Colwyn Bay. 
Rice G G. W. (G. Ford), Bournemouth. 


ode М. n, D. (W. C. M. Hill), Stratford- on-Avon. 


Riding, T. L. (7. Schoon). Blackpool. 
Ridley, R. L, (H. W. Airey), London. 
Ritchie, W. L. (T. D Marketi, London. 


Robinson, P. H. (G. A. Bell), Manchester. 
Rogerson, R. H. (A. D. McLaren), Leeds. 
Roobottom, C. D. (C. C. Taylor), Liverpool. 
Rose, G. S. (K. BT aylor), Manchester, 
Rowles, A. L. (A. Barron), London. 
Rowlett, W. Н. (D. B. Gardiner), London. 


Salmon, H. D. (N. C. Eyre), Bristol. 
Scannell, J. (W. Day, Junr.), Maidstone. 
Scargill, y. R. (W. Howe), Bradford. 
Scott, D. L. T. (W. N. Ноу, Exeter. 

J. (H. D. рак Chelmsford, 


^ *Scovil, S. S. (T. E. F. Leacock), London. 


Seddon, J. (S. Marsh), St Helens, Lancs. 
*Seymour, J. (H. dh London. 
Shakespeare, J. W. (W. E. Quance), Birmingham. 


& 
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G. (R. Carew), London. 
. Ni cholas), London. 
. Saunter), London. 

№. Е. (С. F. K. Morgan), Cardif. 
, D. (M. G. T. Rice), London. 
Shewell, P. F. M. (B. Gilbert, London. 
Shiner, T. C. (R. Hall), Grays. 
Silverstein, A. (W. E. Emms), London. 
Simkins, P. W. (F. H. Taylor), London. 
Simons, M. E. Зе W. W. Gumbley), Birmingham. 
Smitb, W. L. L. (L. D. Hyman), London. 


Sopher, Ne M. Garvin), London. 
Spears, A. G. E. (J. P. Moll), London. 
Speight, A.J oP. e R. Gaulter), Blackpool. 
Stamper, C. Hn C. Romer-Lee), London. 
Stanley, T M. È. H. Dobson), Leeds. 
Stanton, C. G. 5 J. m London. 
Stapleton, M. Davies), London. 
Stark, A. D. (W. E Dea Cambridge. 
Steinbreche: р. (07 A. Hartley), London. 
Sternchuss, Н. Hd Scott), Toda 
Stoker, J. M.( F. B. Leithead), Sunderland. 


Stone, H. (V. e Bell), London. 

Storer, R. E. (K. S. Peirson), Coventry. 

Stracey, M. J. L. (J. H. S. Howard), Tendon. (Plender Prize for 
the Booh-keeping and Accounts (Limited Companies Paper.) 


Sulkin, R. (C. M. Luck-Hille), London. (Plender Prize for the. 


Taxation and Cost Accounting Paper.) 
Sweetman, N. A. (A. C. Jones), London. 
Swindell, H. . Thornton), Oxford. 
Swindell, N. G. (F. N. Gammidge), London. 


"Tanner, G. A. (M. E. Kitton), London. 
e Taylor, G. C. Vn Fri 
Taylor, R. m (G 


ning 
W. E. (W. E. ред Manchester, 
. Tunstall), Manchester. 
V. B. G. (H. C. Williams), London. 
Timperlake, J. E. (T. Walton), Manchester. 
Tinsley, E. A. e W. Powell), Leeds. 
Titterton, R. G. (R. S. Yates), London. 
‘Tompsett, M. J. (L. H. Mitchell), London. 
Trounce, J. R. (E. G. Turner), Manchester. 
Turnbull, A. А.Н. (С. W. Drake), London. 


483 Candidates passed. 
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*Turner, J. О. (Е. F. de C. Smith), Norwich. 
Twist, D. W. R. (F. J. Frodsham), Liverpool. 


Valentine, [D n (N. D, Ednie), Bedford. 
Vallance, I. D. (J. P. Vallance), London. 
Van Gelder, S. M. (B. W. Rivett), London. 
Vickers, C. (L. Irvine), London. 

Vincent, A. (E. H. Price), London. 


Wade, G. „С. (W. A. Shapland), London. 
Walton, R. E. (J. Thornton), Oxford. 

Ward, j. R. (D. P. Briggs), Middlesborough. 
Ward, 5. (J. C. Knowles). Letchworth. 
Waring, R. B. C. (W. L. Barrows), Birmingham. 
Wassermann, H. (F. C. G. Holcroft), London. 
Waterfall, S. D. (G. W. Wilks}, London, 
Watling, LM . P. (J. B. Watling), Bristol. 
Watts, T. M. (R. Н. MacIntyre), London. 
Wells, D. G. R D. Henderson}, London. 

. Clement), London. 

.H. Smith), London. 


Blackpool, 
. Evans), Sutton Coldfield, 
ottingham. 


While, P. ; (V 5. Owen), 
Whitehouse, J. F. (W. N. 
Whitlock, E M. (А. 6. Mellors), 

. Mills), London. 
D. (C. P. Ward), Birmingham. 


PEE 

Willcock, J. ( ya Dryden), Manchester. 
Williams, B. H. (K. G. Lyon), Liverpool. 
Williams, C. D. (B. G. McCarthy), Birmingham. 
Williams, J. (H. Sainer), London. 
* Williams, R. R. (G. B. Elphick), Chester. 
Williams, R. W. (M. C. Stothert), Bournemouth. 
Williamson, A. K. (B. Lovatt), Leicester, 
Willing, J. G. (E. S. Hall), Birmingham. 
Willis, A. R. (W. V. Eggleton), Gloucester. 
. Wills, B. (W. B. Waite), Barrow-in-Furness. 
Wilson, A. J. (R. O. McIlwrick), Manchester. 
Wilson, T. P. (A. W. goieman), London. 

inn, D. W. (S. J. Baker), London. 
Winner, A. J. (L. H. Fink), London. 
Wittenbach, T. H. (C. W. Raw), London. 
Witzler, A. (P. M. Mordant), London. 
Wolkovitch, G. D. (C. Murray), London. 
Wood, N. Е. -Apple ard), Jewsbury. 


zen 


Wright, (Miss, K. Toulmin), Preston. 


Yard, J. G. G. F. Drake), Bridgwater. 
Yeo, H. D. (H. S. Widgery), Hereford. 
Young, C. S. (M. Perkins), Bristol. 

Young, D. A. W. (G. S. Fletcher), London. 


523 Candidates failed. 


PRELIMINARY EXAMINATION 
Held on May 13, x 4th, 1 5th and 16th, 1952 
First in Order of Merit and the Institute Prize 

Pearl, Brian Irving (Plymouth). 


Second in Order of Merit 
Carr, Peter Fifield (Harrow). 


Full List of Names of Successful Candidates 


(in alphabetical order) ` 


Arkley, D. W., Birmingham. 
Ayland, P. H., ' Slough. 


Donald, H., Bishop Auckland. 


Hoseason, B. A. H., Harrow. 
Howey, W. D., Edgware. 


Egerton, H. R., Birmingham. 


Baker, J. E., London. England, N., Wigan. Impey, M. H., Oxford. 
Ball, C. D. , Nottingham, "Ingleby; D., Manchester. 
Banwell, J., Bristol. Farber, L., Manchester. Irvin, B., Hul 1 

Barrick, Av Manchester. Flind, C. J., London. : 

Beard, P. L , Birmingham. Foster, R’ M, M., Ancaster. Joiner; K. S. Harrow. 


Belt, J. S; Nottingham. 
Bharoocha, M. H., Leominster. 
Biss, F, E., Salisbury. 
Blackborn, B. G., London. 
Bowder, D., Bradford. 
Buckley, B., Stalybridge. 


*Carr, P. F., Harro 
Childs, P. C. F., Burnham-on-Sea. 


Gorst, 


Greenwood, P. F., 


Davison, B. G., Birmingham. 
Doleman, J. F., Uppingham, 


Freeman, A. R. B., Dudley. 


Gaynor, J. H., Old Windsor. 

+» Morecambe. 
Gothard, G. E., Huddersfield. 
Gould, Е. Vie London. 
Manchester. 


Hanley, D. E., Stockport. 
Harding-Clarke, D. M., Altrincham.. 
Highton, D., Oldham. 

Holden, 5. T. Leicester. 


Jones, D. M., Cambridge. 


Lloyd, М. J., Ilford. 
Lovell, J. D., Birmingham. 


McBride, D., Stockport. 
McColl, I. R., Epsom. 
Mackie, J. H., Prestatyn. 
McNally, T. j. Hounslow; 


Malton, J. D., Anlab A 
Mansfield, B. D. F., Bishop’s Stortford. 


* See also Certificates of Merit above. 
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Marzell, S. D., London, 
Mason, G., Birmingham. 
Millard, P. W., Croydon. 
Murphy, D., Timperley. 


O’Brien, D. G., Stroud. 

Oddy, J. W. F., Hemel Hempstead. 
Osborne, R. J. T., Swindon. 
Ostrer, N. A., Godalming. 


Parish, M. J., Hull. 

Peacock, D. H. A., Newcastle upon Tyne. 
*Pearl, B. I., Plymouth. 

Pegg, H. C., South Croydon. 


83 Candidates passed. 


Candidates Successful 
Candidates Failed .. 


Candidates Sat .. 


THE ACCOUNTANT 


Phillips, S. F., Denham. 
Prior, L. F., Alresford. 
Pulley, B. R., Birmingham. 


Rayment, P. C. F., Morden. 

Reilly, S. H., Newcastle upon Tyne. 
Rice, M, E., Hailsham. 

Ross, C. M., Wellingborough. 


Shipley, L. J., Birmingham. 

Slater, A. St M., London. t 
Smith, A. T., Bolton. 

Smith, K. C., Liverpool. 

Smith, P. W., Knutsford. 


Summary of Results 


August 2nd, 1952 


Spencer, M. J., Pinner. 
Stockton, J. C., Chester. 


Taylor, R. B., Huddersfield. 


Thompson, C. G., Margate, 
Tilley, W. M. G., London. 
Tonks, M. W. M., Wigan. 


Wain, T. S., Portsmouth. 

Ware, J. D., New Waltham. 
Window, I. A., Herne Bay. 
Woodiwiss, D. N., London. 


Yeoward, P., Ruthin. 


125 Candidates failed. 


Final Intsrmediate Preliminary Total 
450 483 83 1,016 
572 523 125 1,220 

1,022 1,006 208 2,236 





* See also Certificates of Merit zbove. 


NOTES AND NOTICES 


Personal 


Messrs Lows, BiNGHAM & Marruews, Chartered 
Accountants, Singapore, and Messrs Lowe, BINGHAM 
ё THomsons, Certified Public Accountants, of 
Japan, announce that as from January Ist, 1952, 
Messrs D. J. BENsoN and А. R. Еовзутн have retired 
from the Singapore practice of Lowe, BINGHAM & 
MATTHEWS and that as from the same date Mr A. J. 
Kane has retired from the Japan practice of Lows, 
Втменам & THomsons. The Singapore practice of 
Гом, BINGHAM & MATTHEWS will be carried on by 
Messrs A. J. Kane and R. ETLIN, and the Japan 
practice of Lows, Bincuam & 'Тномѕомѕ (D. J. 
Benson, А. R. Ковзутн and E. J. V. Нотт) will be 
carried on at Tokyo by Messrs D. J. Benson, E. J. V. 
Hurr and W. SALTER, and at Kobe by Messrs 
D. J. Benson, E. J. V. Нотт and W. Lacxıe. There is 
no change in the constitution of the partnership of 
Lowe, Вименам & Тномѕомѕ, Chartered Account- 
ants, Shanghai, and Lowe, BINGHAM & MATTHEWS, 
Chartered Accountants, London, which will continue 
to be carried on by Messrs A. J. Kane, D. J. BENSON 
and А. R. FORSYTH, 


Professional Notes 


Mr Norman R. Reaney, А.5.А.А., F.C.W.A., A.M.LLA., 
Secretary and Commercial Manager to George 
Salter & Company Limited, the West Bromwich 
manufacturers of springs, spring weighing machines, 
roller bearings, castings, etc., hgs been appointed to 
the board of directors of the company. 

Mr C. G. Buck, A.C.A., has been appointed a 
director of Marsh Brothers & Co Ltd, steel and tool 
manufacturers, of Sheffield. 

Mr J. E. Lloyd, T.D., F.c.a., has been appointed a 
director of the London Border & General Trust Ltd. 


Mr Stanley Morris, F.c.a., a partner in the firm of 
Hodgson. Morris & Co, Chartered Accountants, of 5 
Liverpocl, has succeeded his father, the late Mr F. &¢ 
Stanley Morris, F.c.4., on the boards of the following 
companies: Brookhouse Mill Ltd, of Bolton, Reynolds 
Brothers Ltd, of Natal, South Africa, the Tongaat 
Sugar Co, of Natal, and the Worsley Winding Co, of 
Bolton. · | E. 

Obituary 
ARTHUR COLLINS, F.S.A.A., F.I.M.T.A. 
It is with regret that we record the death on July 26th 
of Mr Arthur Collins, r.s.A.4., F.I.M.T.A., at the age 
of 72, at Bromley, Kent. 

Mr Collins was born at Bury, Lancs, and was 
educated at Bury Grammar School and Owens 
College, Manchester. He was a silver medallist in 
the final examination of the.Society of Incorporated 
Accountants and Auditors in 1904 and in 1905 he + 
received first prize in the final examination of the 
Institute of Municipal Treasurers and Accountants. 
Subsequently, he was elected a fellow of both these "^" 
bodies. He served on both Councils and in 1921-22 
was President of the Institute of Municipal Treasurers 
and Accountants. 

Mr Collins specialized ‘in local government work 
and hac held the post of City Treasurer of Birming- 
ham before he set up in private practice in West-! 
minster. He was financial advisor to various local 
government bodies, and parliamentary and depart- 
mental committees also consulted him when local ‚я 
government organization and finance were under M 
discussion. In his personal capacity also he gave of his | 
time ard experience to fellow-citizens. He was elected 
Mayor of Bromley in 1944-45, and was Chairman 
of the Conservators of Hayes Common and of .the 
Bromley Group Hospital Management Committee. 


wel 
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The Sixth International Congress on 
Accounting, 1952 


RECORD OF PROCEEDINGS 


The Sixth International Congress on Accounting, 
1952, proposes to publish an account of the proceed- 
ings of the Congress in book form. The book will 
contain a report of all speeches and discussions, 
reports on all the social events, names of: those 
attending the Congress and all papers which were 
contributed on the five subjects discussed at the 
Congress. 

Those wishing to receive copies of the book 
should forward their applications to the Secretary, 
Sixth International Congress on Accounting, c/o 
The Institute of Chartered Accountants in England 
and Wales, Moorgate Place, London, ЕС2, stating 
the number of copies required and the address or 
addresses to which they should be sent. 

A remittance of [2 2s od per copy should be en- 
closed with the order. As there will be only a limited 
supply of these books, early applications are advisable. 


A.D.C. to the Queen 


"Colonel (Hon. Brig.) C. W. Raw, C.B.E., T.D., Е.С.А., 
has been appointed aide-de-camp to "the ‘Queen. 
Colonel Raw is a partner in the firms of Hyland, 
Riches and Raw, Chartered Accountants, and Ernest 
James & Co, Chartered Accountants, both of London. 


Double Taxation: Western Germany 


A delegation from the Federal Republic of Western 
Germany and representatives of the Board of Inland 
Reyenue met in London recently to discuss thé con- 
clusion of a convention for the relief of double taxa- 
tion. The discussions will be continued in Bonn in 
the autumn. 


Administrator of Japanese Property 
Appointed 


On May 6th the Board of Trade announced that an 
Administrator was to be appointed to deal with the 
collection, realization and disposal of Japanese 
property in this country in accordance with the 
provisions of the Japanese Peace Treaty. Mr A. W. 
McKenzie, an Assistant Secretary of the Board of 


. Trade, has now been appointed as Administrator of 


Japanese Property. 


Institute of Internal Auditors, New York 
ANNUAL MEETING OF LONDON CHAPTER 
At the fourth annual general meeting of the London 
Chapter of the Institute of Internal Auditors, the 
President, Mr H. W. Parker, a.c.a., in his address, 
reported that the monthly meetings throughout the 
year had been very well attended, and that the lecture 
course which was held in the autumn of 1951 had 
been most successful. À similar course of lectures will 
be held during the 1952—53 session, and following on 


. 
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the success of the conference in November 1951, a 


, further conference will be arranged this year. 


The offcers elected for the year 1952-53 are as 
follows: : 

President: Mr A. L. Watson. 

Vice-President: Mr A. H. Abbot. 

Secretary: Mr О. A. Mackinnon, c.a., c/o British Broad- 
casting Corporation, Broadcasting House, London, Wir. 

Assistant Secretary: Mr F. H. C. Funnell, A.C.A. 

Treasurer: Mr G. E. Hindshaw. 

Board of Governors: 'The above Chapter officers; the four 
immediate Past-Presidents; Mr J. R. Robinson, A.C.A., 
Mr H. E. Osborn, B.COM., C.A., Mr P. B. Hills, A.C.1.8., and 
Mr H. W. Parker, a.c.a.; and three elected members: Mr 
C. A. Cox, F.1.a.c., Mr R. А. Reid, c.a., and Мг W. N. 
Wright, M.A., C.A. 

The main object of the Chapter is the development 
of interna. auditing as a constructive aid to manage- 
ment; to that end it collects, analyses and disseminates 
information, and promotes discussions amongst 
members on the subject and related matters. Member- 
ship is limited to those holding responsible managerial 
positions zovering the field of internal auditing, and 
the Institute grants no qualifications, either by 
examination or otherwise. 


The Birmingham Chartered Accountant 
Students’ Society : 


'The sixty-ninth annual general meeting. of the 
Birmingham Chartered Accountant Students’ Society 
was held at The White Horse Hotel, Birmingham, on 
July 11th, when the report of the committee for the 
year ended April 30th, 1952, was presented, and 
officers for the ensuing year were elected. 

` The committee’s report shows a further increase 
in membership, which now numbers 1,012 – the 
largest of any students’ society apart from London. 
The Committee to some extent attributes this steady 
expansion in size to the wide area of the Society’s 
activities and reports that a new branch has been 
formed zt Wolverhampton and a discussion group 
inaugurazed at Stoke-on-Trent. i 

The lecture meetings held during the autumn and 
spring sessions presented a varied and interesting 
programme, and during the year the Society took 
part in four debates. The second residential course 
to be held at Ashorne Hill took place in October, and 
again proved most successful and instructive. 

The Coventry Area Branch of the Society has 
increased its membership to forty and now appears 
firmly established. At the third annual meeting of 
the Branch, held in Coventry, the hon. secretary 
reported. that an ambitious programme of visits to 
factories, lecture meetings and sports fixtures had 
been most successful. 5 

The cfficers of the Society for the year 1952-53 
are as follows: 

President: Mr F. С. А. Ledsam, r.c.A. 

Chairnan: Mr E. T. Worsley, M.A., Е.С.А. 

Hon. Secretary: Mr H. B. Huntington-Whiteley. 

Hon. Asst. Secretary: Mr W. P. Kember. 

Hon. Treasurer: Mr R. B. C. Waring. 

Hon. Librarian: Mr G. N. Salisbury. 
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'The Embarrassed Bachelor. 


We are indebted to a reader for the following lines 
written to H.M. Inspector of Taxes on receiving a 
notice of coding showing allowances to which the tax- 
payer was not entitled. 


І thank you for form P.2 just to hand 
But it gave me the fright of my life, 


The child allowance I don’t understand 
As you haven’t yet found me a wifel 


Some other allowances also are shown 
And I fear that they shouldn’t be there. 
No house, I am sorry to say, do I own, 
No relatives under my care. 


So kindly refer to the form which I sent 

And alter the figures to suit, 

As I fear that you cannot have said what you meant 
A libel I haste to refute. 


Overseas Economic Surveys 


A survey of economic and commercial conditions in 
Peru has been published by Her Majesty’s Stationery 
Office price 3s 6d (post free 3s 83d). This is the latest 
volume in the series of Overseas Economic Surveys 
issued by the Commercial Relations and Exports 
Department of the Board of Trade. 


Recent Publications 


ELEMENTS or Accounts, by Andrew Baston, B.COM. 
vi + 294 pp. 9 X 5$. 10s 6d net. The Gregg Publishing 
Co Ltd, London. 

INTRODUCTION TO ECONOMIC History, 1750-1950, by 
G. D. H. Cole. x + 232 pp. 74 X 5. 105 net. Macmillan 
& Co.Ltd, London. 

THE STERLING AREA, by A. R. Conan. ix + 192 pp. 8} х 54. 
16s net. Macmillan & Co Ltd, London. 

Key то CARTER'S ADVANCED ACCOUNTS, by R. A. Goodman, 
revised by Henry H. Smith. vii + 915 pp. 8 X 5. 255 
net. Sir Isaac Pitman & Sons Ltd, London. 

Suaw’s СллрЕ To Income Tax RELATING ТО LOCAL 
AUTHORITIES, by Frank Mellor, A.LM.T.A., A.R.V.A. 
XX + 135 pp. 9 X 54. 215 net. Shaw & Sons Ltd, London. 

Prorir MEASUREMENT AND PRICE CHANGES, by K. Lacey. 
xii + 129 pp. 84 X 54. 20s net. Sir Isaac Pitman & 
Sons Ltd, London. 

HANDBOOK OF COMMERCE AND INDUSTRY IN NIGERIA, 1952. 
127 pp. 9$ X 6. 5s net. The Department of Commerce 
and Industries, Lagos. 

INTRODUCTION TO Group Accounts, by D. J. Bogie, 
PH.D., C.A. ix + 125 pp. 10 X 6. 215 net. Jordan & Sons 
Ltd, London. 

‘Waces RECORDS OF LOCAL AUTHORITIES AND PUBLIC BOARDS. 
108 pp. 84 X 54. zos net. The Institute of Municipal 
Treasurers and Accountants (Inc.), London. 

Case-Law on NATIONAL INSURANCE AND INDUSTRIAL 
Injures by Horace Keast, D.P.A., xvi + 194 + xi pp. 
IO X 6. 10s net. The "Thames Bank Publishing Co Ltd, 
Hadleigh, Essex. 
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Companies LimireD ву GUARANTEE AND UNLIMITED 

. COMPANIES, by J. W. Mayo. 56 pp. 84 x 54. 7s 6d net. 
The Solicitors’ Law Stationery Society Ltd, London. х 

STATISTICS OF THE IRON AND STEEL [NDUSTRY OF THE А 
UNITED KINGDOM FOR 1951. УН + 119 pp. 10 X 8. — 
British Iron and Steel Federation, London. 

DEVELOPMENT OF ACCOUNTANCY PROFESSION IN INDIA, by 
Sirdar P. S. Sodhbans, F.c.a. iii + 33 pp. 84 X 5%. 
The Indian Chartered Accountant, New Delhi. 

Green’s DraTH Dores, Third Edition, by H. W. Hewitt, 
LL.B.(LOND.). Ixxx + 1,115 + 46 pp. 10 X 6. 755 net. 
Butterworth & Co (Publishers) Ltd, London. 

Tax Cases REPORTED UNDER THE "DIRECTION OF THE 
Boarn OF INLAND REVENUE Vol. XXXII - Part III, pp. 
111 — 158, 94 X 6. 1s net. H.M.S.O., London. 

Wuinians’s Tax TABLES AND TAx RECKONER 1952—1953, 
by George Whillans, F.1.B., ВТА. F.R.ECON.S. 9$ X 6. 

1—5 copies 5s рег сору, 6-24 copies 45 6d рег сору, 25 
copies and over 45 рег сору. Post free. Butterworth & Co 
(Publishers) Ltd, London. 

GARAGE ACCOUNTING AND ADMINISTRATION, by E. V. 
Harber, F.I.A.C. 140 pp. 9 X 54. 215 net, 215 64 post free. є 
Gee & Co (Publishers) Ltd, London. y 

SPECIMEN ANSWERS to the Questions set at the Chartered . 
Final (Institute of Chartered Accountants) Examination, 
May 1952, with Copies of the Questions. 144 X83. 

75 6d net, by post 75 94. Study Services Ltd, London. 

SPECIMEN ANSWERS to the Questions set at the Chartered 
Intermediate (Institute of Chartered Accountants) 
Examination, May 1952, with Copies of the Questions? 
14$ х 84. 6s net, by post 6s 3d. Study Services Ltd, 
London. 

SPICER AND РЕСТЕК5 PRACTICAL  BOOK-KEEPING AND 
CoMMERCIAL KNOWLEDGE, Ninth edition, by W. W. Bigg, 
Е.С.А., F.S.A.A., H. A. R. J. Wilson, F.C.A., F.S.A.A., and a 
А. E. Langton, LL.3.(LOND.), F.C.A., Е.5.А.А. хіу--450 pp. ` 
84x54. 21s net. H.F.L. (Publishers) Ltd, London. 

Company Accounts, Second Edition, by Vivian H. Frank, 
M.A., F.C.A. viii--256 pp. 10X73. 35s net. Sweet & 


Maxwell Ltd, London. С 
Economics FOR THE STUDENT, by C. R. Curtis, PH.D., Ñ 
M.SC.(ECON.), F.C.LS. xiv -- 286 pp. 9X5}. 12s 6d net. 


Sweet & Maxwell Ltd, London. 

POLLOCK ON THE Law or PARTNERSHIP, Fifteenth Edition, 
by L. C. B. Gower, LL.M. xxxv-+272 pp. 9X 5$. 25s net. 
Stevens & Sons Ltd, London. 

KERR ON THE LAW AND PRACTICE AS TO Recetvers, Twelfth 
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THE ROYAL COMMISSION 
MORE EVIDENCE 


LONG series of weekly public sessions by the Royal 
Commission on the Taxation of Profits and Income came 
to an end on August rst last when the editor and deputy 

editor of The Economist and also a representative of the Federation 
of British Industries gave evidence. The session is reported 
elsewhere in this issue. 

The first two witnesses, MR GEOFFREY CROWTHER and Mr 
RoLaND Bir, have submitted a memorandum whose most far- 
reaching suggestion is that the present system of direct taxation 
be replaced by three separate taxes. One would be a ‘universal 
personal income-tax, very simple and intelligible in its structure, 
collected by deduction at source’, The second would be a graduated 
sur-tax, starting at say {6c0, and the third would be a tax on the 
‘earnings’ of companies in so far as they were not paid out to 
individuals. 

The universal personal :ncome-tax bears a strong resemblance 
to those advocated at the frst public sessions of the Commission. 
This resemblance is increased by the memorandum’s support of 
the move to link income-tzx with social security, in the hope that 
the Inland Revenue would be able to produce a workable scheme. 
The Inland Revenue have already denied emphatically that a 
workable scheme on those lines is possible.! 

However, the memorandum goes on.to suggest a drastic 


alteration of P.A.Y.E. Tke annual basis would be abandoned; 


each taxpayer would receive a book of vouchers showing his 
personal relief entitlement, and he would deposit these with his 


employer for set-off against tax deductions. These deductions 


would be at a flat rate or else in a ‘very simple and smooth form of 
graduation'. ''he memorandum claims that these changes would 
save ‘an immense amount of book-keeping and make the result 
intelligible to other than trained accountants'. We feel however 
that the horse will remain dead despite this new flogging. 

The memorandum criticizes the rigidity of the system of 
personal reliefs, under wkich the differentiation, between those 
with and those without dependants, lessens as the total income 
rises. In particular it suggests that child relief should be like 
earned income relief: a prcportion of total income up to a certain 
limit. Presumably it contemplates the retention of the present 
relief as a minimum. It also recommends relief to the taxpayer 
who educates his children at his own expense, even if it means 
raising the general rates of tax. 


1 See The Accountant, July 28th 1951, page 91. 
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This proposal has been gathering momentum 
of recent weeks and at the last session only one 
member of the Commission criticized it. He 
argued in effect that there were more ways of 
voluntarily saving money for the State than 
merely paying school fees, and he induced 
Mr CROWTHER to agree that it was at least as 
logical to give relief for fees paid to a private 
dentist. So far, however, no claim has been put 


forward on behalf of bachelors and spinsters, who, 


by not having children at all save the State a 
good deal more than education costs! Indeed it 
is futile to rest this claim on purely logical 
grounds; it is essentially one of Governmental 
policy. | 

In making the now common suggestion that 
the range of earned income relief be extended, 
say to 10,000, the memorandum cites the 
marginal rates of tax which operate on earnings 
of £3,000 and £5,000 respectively and makes the 
interesting comment that these earnings figures 
‘cannot be accounted excessive professional 
incomes and are becoming on the low side for 
business executives’. 

On company taxation the memorandum is very 
forthright. Profits tax is ‘as ill-conceived a tax as 
can well be imagined’, indeed, the only worse 
tax is the new ‘excess profits levy. If, says the 
memorandum, there is to be a discrimination 
between different forms of unearned income, 
it should be in favour of, and not against, the 
two categories that are directly related to incen- 
tives, to risk-bearing, and to the supply of savings 
for capital formation. It is pointed out that 
company profit in any case bears the full standard 
rate of income-tax, which is higher than the 
average rate paid by most individuals. 

The memorandum supports the claim for the 
adoption of replacement cost accounting in 
relation to stock and depreciating fixed assets, an 
argument which has now become almost stylized. 
It does not refer to the corresponding fall in the 
burden of indebtedness that inflation brings to 
an undertaking, and it was a little surprising to 
find Mr Crowruer telling the Commission that 
he had not thought deeply about this aspect of 
the matter; its importance has already been dwelt 
upon, both in this journal and elsewhere. The 
memorandum of the Federation of British In- 
dustries entitled ‘Computation of Trading Profits 
for ‘Taxation Purposes’ deals with it in paragraph 
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32 in a somewhat oblique manner. It observes that 
the adjustments claimed for stock and depreciating .. 
fixed assets apply logically, to all other forms of * 
current assets, and ‘theoretically an allowance 
should be given in respect of such assets’. Then 

it is pointed out as an example that inflation will 
tend to increase the debtor balances. The F.B.I. 
memorandum continues: 


_ ‘There are, however, certain offsetting factors, 
e.g. the true weight of creditor balances and long- 
term loans due by the business will be smaller in 
real terms if the value of money has fallen. For this 
reason, and, because of the impracticability of 
working out a comprehensive scheme which does 4 
not go too far, it is felt that relief should be con- 
centrated upon the reliefs already proposed above, 3 
ie. (а) an additional allowance in respect of ' 
buildings, plant and machinery, and (4) an option 
to adopt certain bases of valuing stocks which are 
not allowed at present.’ 


It is almost as though the writer of the 
memorandum were thinking aloud and had 
suddenly realized that current creditors, when 
aggregated with long-term loan creditors, may 
well exceed, not only current debtors, but also © 
all other current assets and possibly some of the 


“fixed assets as well. Bearing іп mind the highly 


complicated adjustments made for assets and 9 
stock, corresponding adjustments for debts seem 
by no means ‘impracticable’ by comparison. To 
quote Mr 8. P. CHAMBERS in his oral evidence to 
the Commission on November 1st last, ‘this is 
one of those difficulties which has to be dealt 
with by forgetting it.' T'his would certainly be 
very advantageous to those undertakings which 
are financed to an appreciable extent by borrowed 
money. Whether the Commission will be disposed + 
to forget it remains to be seen. 

When Mr CHAMBERS resumed evidence on 
August 151, this aspect of the replacement cost ~ 
controversy was not raised. The evidence 
consisted mainly of a refutation of the criticisms, 
made by the Inland Revenue and the Trades 
Union Congress, of the case study of the financial 
fortunes of eighty member. companies of the 
F.B.I., a case study which has been put forward ` 
as reinforcing the claim that industrial capital was 4 
not being maintained. As the memorandum 
containing the Inland Revenue's criticisms has 
not been made public it was difficult for the 
unfavoured to follow the gist of the refutations. 

The F.B.I. still maintains that profits ought to 
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be assessed on the basis of current earnings but in 
this it is not supported by the National Union 
of Manufacturers. In view of the extensive can- 
vassing of this ‘reform’ before the MiLLARD 
Tucker Committee, its careful examination by 


that Committee and the reasoned rejection which ` 


: followed, there seems to be little prospect of the 
change being adopted. Indeed, after seeing the 
elaborate worked examples which are given in an 
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appendix to the report of that Committee, it is 


difficult to understand why the change to a current 


year basis is still canvassed, at any rate as introduc- 
ing any simplification. 

The F.B.I: has now submitted a second 
memorandum of evidence to the Commission. It 
deals with ‘particular matters’ not dealt with in the 
first memorandum. We hope to review this new 
memorandum next week. 


THE FINANCE АСТ, 1952—V 


Sale, Insurance, Salvage and Compensation 
Moneys 
ARAGRAPH 4 of the Fifth Schedule deals 
with moneys received by the taxpayer as 
proceeds of sale of the machinery or as 
insurance, salvage, or compensation. These are 
defined in Section 333 (1) of the Income Tax 
Act, 1952. 
Annual allowances under Section 307, and 
balancing allowances and charges under Section 
- 308, are related to the ‘residue of expenditure’. 
Section 307 (5) provides that sale etc. moneys 
have to be deducted, in arriving at that residue, 
for annual allowance purposes. Regulation 5 of 
the Income Tax (Mineral Deposits) Regulations, 
1947 (S.R. & O. 1947, No. 947) provides that in 


certain circumstances such sale etc. moneys are | 


also to be deducted in arriving at the residue of 
expenditure for Section 308 purposes. 


Paragraph 4 (x) (a) of the Fifth Schedule to : 


the Finance Act, 1952, modifies the above pro- 
visions in the case of machinery and plant to 
which paragraph 3 of the schedule applies. Where 
some part of the expenditure on the machinery 
or plant has been excluded from allowance as a 
result of paragraph 3, any sale etc. moneys for 
such machinery or plant are to be deducted 
primarily from the excluded expenditure. Only 
the excess of the moneys over such excluded 
expenditure is deducted from the expenditure on 
which Chapter III allowances are granted by 
virtue of Section 20 of the Finance Act, 1952. 
Paragraph 4 (x) (b) deals with machinery and 
plant used at more than one source. In such a 
case the expenditure on it will have been appor- 
tioned among the several sources in accordance 
with paragraph 3 (1). Paragraph 4 (1) (b) directs 
that any sale etc. moneys (reduced as necessary 
. under paragraph 4 (1) (a)) in respect of such 


: machinery or plant shall be apportioned in such 


manner as appears to the Commissioners having 
jurisdiction to be appropriate. 

Paragraph 4 (2) of the Fifth Schedule to the 
Finance Act, 1952, also deals with capital expendi- 
ture which has been apportioned to two or more 
sources. It provides that when making deductions 
under Section 307 (5) of the Income Tax Act, 
1952, for the purpose of arriving at the residue 
of expenditure in relation to a particular source, 
the decuctions shall not exceed in the aggregate 
the amount of the relevant expenditure on 
machinery and plant incurred in connexion with 
that source. 


Sales cf Machinery etc., not at Arm’s Length 
It will be remembered that the Fourteenth 
Schedule to the Income Tax Act, 1952, imposes 
special modifications of capital allowances where 
machinery or plant is sold at prices differing 
from the open market prices and the parties are 
not at arm’s length. Paragraph 4 (3) of the Fifth 
Schedule to the Finance Act, 1952, makes it clear 
that such modifications are not to apply where 
the machinery or plant represents ‘relevant 
expenditure’ in the seller’s hands, i.e. where the 
expenditure qualifies for allowance under Sec- 


` tion 20 of that Act. 


Transitional Provisions of Section 20 
Annual allowances under Section 307 of the 
Income Tax Act, 1952, are in general confined 
to expenditure incurred by the trader after the 
beginning of thee‘appointed day’, which Section 
333 (1) defines as April 6th, 1946. Section 307 (4) 
extends the allowance, however, by providing 
that a certain proportion of net expenditure 
incurred before the appointed. day shall be treated 
as having been incurred on that day and thus 
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shall qualify for allowance. The Twelfth Schedule 
of the Income Tax Act, 19§2, contains precise 
directions for calculating the amountof'appointed- 
day expenditure! on which to grant allowances. 
Part II of that schedule deals with the ordinary 
. case; Part III makes special provision for assets 
which the trader has taken over from his pre- 
decessor at the mine etc. in question. 

'The proportion of net expenditure provided 
for by Part II is that which the total potential 
future output of the source (estimated as at the 
appointed day) bears to the aggregate of that 
figure and the total actual output before the 
appointed day, i.e. broadly speaking the fraction 
produced by dividing the total output, throughout 
the life of the source, into the output after the 
appointed day (paragraph 5). 

In relation to the allowances now provided by 
Section 20, paragraph 2 of the Fifth Schedule 
modifies the above provisions as follows: 


(a) The appointed day is deemed to be 
April 6th, 1952. 

(b) Part III of the Twelfth Schedule to the 
Income Tax Act, 1952, is not to apply. 


(c) In arriving at the denominator of the 
fraction under paragraph 5 of Part II of 
the Twelfth Schedule, output from the 
source occurring before the machinery or 
plant in question was used is to be ignored. 


Effect of Section 20 Allowance on 
Subsequent Plant Allowances 
Although Section 20 (2) prohibits a Section 20 
allowance for machinery or plant in respect of 
which an ordinary plant allowance has been given, 
the converse does not apply. Machinery which has 
earned a Section 20 allowance may subsequently 
qualify for plant allowances (under Chapter II), 
although not in the same tax year. These allow- 
ances are limited to the amount of expenditure 
'unallowed' but of course Chapter II contains no 
provision for deducting Section 20 allowances in 
arriving at the unallowed expenditure. Accord- 
ingly, to prevent double allowance, Section 20 (3) 
provides that for the purpose of plant allowances 
the capital expenditure is to be taken to be equal 
to the residue of the expenditure after the 
Section 20 allowances have been given, and the 
cost of the plant is to be deemed to be corre- 

_Spondingly reduced. 
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Section 21 - Allowances for Mining Land 
acquired under a Foreign Concessiori 


Section 21 of the Finance Act, 1952, also stems 
from recommendations in the Millard Tucker 
Report, and is also concerned with mining com- 
panies, but is confined to land abroad acquired 
under a foreign concession. 

The following paragraphs from that report give 
the background: 


‘239. Land which has to be surrendered on expiry 
of a concession 

. . land is not in general a wasting asset, and there 
is no ground for any depreciation allowance. It 
may, however, happen that a mining concern 
abroad is forced, when its concession comes to an 
end, to surrender without compensation land which 
it has purchased for the purposes of the mine. In 
these circumstances the asset which is acquired by 
the expenditure is of the nature of a wasting asset, 
and we recommend that writing-off allowances 
should be given on the same lines as those given 
under Part III of the Income Tax Act, 1945 (now 
Chapter ITI of Part X of the Income Tax Act, 
1952), for other capital expenditure incurred by 

mining concerns. 


‘242. Site of works etc., near mines abroad. Land’ 


may be purchased by a concern carrying on a mine 
abroad not for the purpose of extracting under- 
lying minerals but for works or dumps. When the 
mine or concession comes to an end the land may 
have little or no value. Although land is not in 
general a wasting asset, and, as we have already said, 
ought not to get any depreciation allowance, the 
case now under discussion seems to us to be an 
exception to this general rule. It is, however, im- 
possible to say in advance what the value of the 
site will be when the mine or concession comes to 
an end — it may be that by then a new town will 
have sprung up which will survive the closing of 
the mine ~ and it would not therefore be proper 
for initial or annual allowances to be given for 
expenditure on acquiring the site, but we recom- 
mend that the matter should be dealt with by a 
balancing allowance in the light of the facts when 
the mine or concession comes to an end.’ 


Section 21 was stated in the House of Commons 
to be in implementation of the first paragraph 
quoted, although the two paragraphs overlap to 
some extent. There has been no specific imple- 
mentation of paragraph 242, which is somewhat 
wider in scope than paragraph 239. 

As in the case of Sections 19, 20, and 22, the 
Income Tax Act, 1952, is to have effect, and 
Section 21 is to be construed, as if the section 
were contained in Chapter III of Part X of that 
Act. (To be continued.) 

! Cmd. 8189. 
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FOUR-WEEKLY FINANCIAL ACCOUNTING 


ADOPTION OF THE FIFTY-TWO WEEK ACCOUNTING YEAR 
by L. HARDY, A.A.C.C.A. 


URING recent years the position of the 
D accountant in industry has changed con- 

siderably. Management has come to 
recognize the most valuable assistance that 
accountancy can provide in the direction and 
control of business activities. 

In the field of financial accounting there have 
been many developments, but it has been in the 
more specialized field of cost accounting that the 
most rapid progress has been made. 

During the course of its development, cost 
accounting has found, in many instances, that it is 
to its advantage to work a four-weekly system of 
calculation and presentation.! Financial account- 
ing generally remains tied to the calendar month 
and the calendar year. 

This difference is most wasteful, in that it fre- 
quently causes much reconciliation work between 
the two sections. Further, one finds in some 
instances that two sets of accounts are kept, one 
by the financial accountant and the other by the 
cost accountant. Wasteful duplication is again 
very evident. 

Can this wasteful reconciliation and duplica- 
tion be avoided? Would it not be possible for one 
set of accounts, with additional analysis, to satisfy 
the complete accounting requirements? 

'To industrial accountants these questions are 
of very great importance and there are two 
alternative solutions, namely: 

(a) that the cost accountant should adopt the 
calendar month and the calendar year for 
his work; 

(b) that the financial accountant should aban- 
don the calendar month and calendar year, 
and adopt a four-weekly system, with a 
fifty-two week accounting year. 

The first alternative has. many drawbacks. A 

‘calendar month may begin on a Tuesday and 
end on a Thursday. Wages are normally paid on 
a weekly. basis. Thus to find the exact wage 
expenditure for this particular month, it will be 
necessary to calculate the payments made for 
the odd days, and add this to the payment for 
the complete weeks within the month. Obviously 
there will be difficulties, particularly where bonus 


l'The examples given in the book of The Institute of 
Chartered Accountants in England and Wales Developments 
in Cost Accounting, and in the Institute of Cost and Works 
Accountants’ book Budgetary Control, Standard Costing, 

and Production Control, are based on the four-weekly period. 





schemes on a weekly basis are in operation. The 
fact that cost accountants have tended to abandon 
the calendar month in favour of four-weekly 
systems is a pointer to the difficulties involved. 

Can, then, the second alternative be adopted? 
To many accountants, on a first consideration, it 
may seem rather a drastic method. Closer atten- 
tion, however, will show that it is not so, but is 
most practicable. 

It is intended now to examine further the 
adoption of four-weekly financial accounting, and 
to try to look into certain of the general diffi- 
culties which may arise on adoption. 

A coding, grouping and organization of ac- 
counts, similar to that illustrated in modern 
text-bocks, is assumed. 


General Arrangements 
Four-weekly accounting would require the adop- 
tion of a fifty-two week accounting year. Thus if 
the yea- began on January rst, 1951, it would 
end on December 3oth, 1951. The next year 
would commence on December 31st, 1951, and 
run until December 28th, 1952. Periodically it 
will be necessary to have a fifty-three week year. 
This may prove inconvenient, but it will ensure 
an alignment with дата! years. — . 

The accounts will be submitted for the ‘fifty- 
two weeks ended . . . Shareholders may find 
this confusing in the first instance, but a simply 
worded explanation should not be difficult, and 
apart from the periodic fifty-three week year, a 
more satisfactory comparison between years will 
be oper: to them. 

The fifty-two week year will be split into thirteen 
four-weekly periods. These periods are the key to 
the financial recording of business activities.. 


Wag es Treatment of Specific Items - 


There should be no difficulty here. The wage 
payments made will be debited against the period 
concerned, and the problem of splitting weeks 
will not arise. 

Difficulty may well appear where wage pay- 
ments are made for parts of two weeks, e.g. from 
Wednesday a.m. through to the following 
Tuesday p.m. Unless a change is made in this 
system, a division of payments will be necessary. 


Salaries 
The monthly salary chequé will be replaced by a a 
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four-weekly cheque or transfer. Actually, many 
salaried employees will be found to welcome this 
change, for it may considerably ease their per- 
sonal budgeting problems. The yearly.salary paid 
to each employee will be unchanged; the four- 
weekly cheque will represent one-thirteenth of 
the annual salary. 


Sales (Credit) 

A business adopting four-weekly accounting has 
two alternatives with regard to the administra- 
tion of its sales accounting: (а) it may abandon 
the monthly statement to customers and submit 
a four-weekly statement; or (b) it may continue 
with a monthly statement, merely arranging its 
records in such a manner as to allow the state- 
ment to be compiled from parts of two, or in 
unusual cases, three periods. 

A statement merely records the position of a 
customer’s account at a particular date. From 
this it may be reasoned that the customer is not 
concerned whether it is rendered monthly or 
four-weekly. However, there is much to be said 
for good customer-relations, and the view-point 
that four-weekly statements may prove very 
annoying, for instance, to a small retailer must 
be given consideration. 

This last point of customer-relations is very 
much one of opinion. It may be argued that if 
it is introduced to them with care, small retailers 
may welcome four-weekly accounting statements. 

Alternative (b) would probably involve extra 
administration. For the purpose of control, the 
amount of individual debtors' accounts is fre- 
quently of very little importance, the important 
figure being the total. With a routine of daily- 
sales posting, the total sales for a four-weekly 
period would be easily obtained, as also would 
be the total debtors. 

Thus it may be possible to continue the use of 
monthly statements for the convenience of cus- 
tomers, and also obtain the figures necessary for 
use in the periodic four-weekly accounts. 


Purchases 
The basic problem here is that suppliers will 
usually be working to the calendar month, and 
their statements will be arranged accordingly. 
‘Undoubtedly the ideal, when working a four- 
weekly system, is that each invoice should be 
paid individually, immediately 1 is passed for 
payment. It is possible that ceftain firms in the 


United Kingdom follow this routine; the report - 


‘Management Accounting’ mentions its use in 
the U.S.A. The cost of stamp duty and postage 
may well prove considerable here in the United 
Kingdom, but the skifful use of mechanical aids 
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should limit any extra administration overhead. 
This method of payment makes it possible to 
dispense with the purchase ledger and the posting 
etc. connected with it. 

A practical variation on this theme may be 
that invoices should be paid in batches, i.e. where 
a large number of invoices are received during 
a particular period from one supplier. 


Expense items 

Generally these would not appear to present any 
involved difficulties. Such items as rent would 
be apportioned at the rate of one-thirteenth of 
the yearly payment to each of the thirteen four- 
weekly periods. 


Taxation 

In the majority of cases it is not considered that 
the Inspector of Taxes would raise an objection 
to a change-over from the calendar year to a fifty- 
two week year. 


Weekly controls 
If weekly control statements are considered 
worth while, the step from four-weekly to weekly 
or weekly control should prove a small one. 
Undoubtedly, in almost every form of business, 
certain individual difficulties may arise in the 
course of a change-over. After consideration, it 
will usually be found that such difficulties can 
be overcome by careful planning and method- 
study. 
| Summary 
The advantages which would appear to accrue 
from the use of a four-weekly system favour its 
adoption in manufacturing concerns where finan- 
cial and cost reconciliation problems are fre- 


‘quently encountered. It could, however, also be 


used to advantage in distributive and admini- 
strative organizations. A very large firm of 
provision merchants in the United Kingdom has 
its accounting control keyed to the four-weekly 
period, with a fifty-two week financial year. 
Payment is made on each individual creditor’s 
invoice, and the management are fully con- 
vinced that any extra overhead that this may 
entail is fully worth while. The time required 
by this organization to prepare its periodic and 
final accounts would appear to be much lower. 
than that usually applying in comparable firms. 
The system works smoothly, and is considered 
highly satisfactory. 

The adoption of four-weekly financial account- 
ing, with the allocation of income and expenditure 
as required for costing, may in many cases bring 
а saving in the accounting overhead, and provide a 
more satisfactory financial control. 
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NORTH AMERICAN COMMENTARY—XXXV 


` Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A.(S.A.) 
Professor of Accounting, McGill University, Montreal 


Journal of Accountancy, 
New York, May 


Control of Federal Expenditures 


HIS month's editorial gives considerable 
space to the problem of controlling 'the 


ever increasing flow of expenditures by 
the vast bureaucracy’. It believes that the oppor- 
tunity is near for accountants 'to make a contri- 
bution of the first magnitude to the preservation 
of the American economic system'. Reviewing 
the present situation as to budgeting, appropria- 
"tions, accounting and auditing, it quotes ап 
opinion that progress in federal accounting in the 
last three years bas been greater than in the pre- 
vious thirty years. The Federal Government 
Accountants' Association, formed just over a 
year ago, is said now to have a membership of 
400, limited to accountants at the professional 
level. Among specific proposals for action are: 
(1) creation of a Joint Committee of Accountants 
on Control of Government Expenditures, repre- 
senting the American Institute of Accountants, 
the Controllers Institute of America, the National 
Association of Cost Accountants, the Institute of 
Internal Auditors, and the American Accounting 
Association; (2) the raising of funds from founda- 
tions or private business organizations for staff 
research facilities and expenses of the joint 
committee; (3) an active public relations cam- 
paign. The editorial says that the leadership 
clearly falls to organized accountants. 


The C.P.A. Examination 100 per cent Uniform 


With Pennsylvania's decision to adopt the uni- 
form Certified Public Accountants’ examination 
in November 1952, absolute uniformity for all 
States and territories of the United States and 
the District of Columbia, in auditing, accounting 
theory and accounting practice is accomplished. 
Such uniformity is said to have been achieved 
throughout the nation by no other profession. 
This is the culmination of continuing develop- 
ment since the American Institute first set its 
own examination for admission to membership 
in 1917. In 1936 the Institute limited its member- 
ship to C.P.A.s and henceforth all new members 
will have met identical standards. The Institute’s 


board of examiners administers the uniform 
examination and the uniform marking service in 
close co-operation with the Association of 
Certified Public Accountants Examiners (members 


of the State boards of accountancy) and the 


American Accounting Association (representing 
teachers of accounting). 


Testing the Quality of Financial - 
Management 

Mr Robert F. Bryan, PH.D., partner іп a venture 
capital firm, stresses the elimination of inflation 
profits as a main consideration of the financial 
analyst today. He estimates that for an average 
performer in a reasonably prosperous industry 
pre-tax margins, after such elimination, range 
from то per cent to 20 per cent. For a selected 
group f 1,600 manufacturing companies he 
states that the average margin after taxes has 
stayed close to 74 per cent in the best post-war 
years and that this is almost identical with the 
pre-war record, in spite of the great difference 
in corporate tax. For the prosperous years 1947, 
1948 and 1950, average returns on book net 
worth ere given as 25:5 per cent, 25:6 per cent 
and 25:1 per cent respectively, before tax, and. 
15:6 per cent, 16:1 per cent and 15:4 per cent after 
tax, for all manufacturing companies. 'T'he latter 
contras: with 17-1 per cent, 18:2 per cent and 
17:1 per cent for a selected group of 1,700 manu- 
facturing companies. All these figures are over- 
stated, says Dr Bryan, because they have not 
been adjusted for the difference between depre- 
ciation on historical cost and replacement values. 
'The rate in the best pre-war years is said to have 
been about 12 per cent on book net worth. The 
most commonly used or ‘median’ yard-stick for 
industrial common stocks over the years is put 
at abovt ten times average earnings. 


. Accounting Personnel Practices 
The results of a survey of seventy-five Texas 
professional accounting firms are given by Mr C. 
Aubrey Smith, PH.D., C.P.A., and Mr Keith Davis, 
M.B.A. Only 43 per cent of large-city firms, as 
compared with 68 per cent of small-city firms, are 
shown to have paid initial salaries (presumably 
to graduates in accounting from the universities) 
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under $200 per month; 35 per cent of em- 
ployers shared earnings with staff employees, 
in addition to salaries, mainly through incentive 
bonuses. Colleges and universities were shown 
to be the primary source of accounting employees. 


One-quarter of the firms had formal training pro-- 


grammes while something less than half had 
insurance schemes for employees – hospitaliza- 
tion, ‘life, accident, surgical and pension. The 
writers lay emphasis on the need for the schools 
to aim at developing greater ‘human relations 
skills’ in the accounting student. A similar con- 
clusion is reached in a summary of a new study 
made for the Controllership Foundation by 
Mr Chris Argyris of the Yale University Labour 
and Management Centre. ‘More instruction in 
human relations should be given to students of 
cost accounting and budgeting at the college 
level’, he says, so that budget people may win 
co-operation from factory personnel. 


National Association of Cost Accountants Bulletin, 
New York, May 
Defence Contract Pricing 


A special sub-committee of the National Associa- 
tion of Cost Accountants reports on problems of 
contract pricing which must be very familiar to 
British readers. One cost not at present allowed, 
though it is reported to be under consideration 
for revision, is the amortisation of emergency 
facilities under certificates of necessity. The 
committee states that considerations of good 
faith would allow this charge at the full certified 
rates. For other disallowed costs — advertising, 
donations, general research, selling and distribu- 
tion expenses – not specifically related to indi- 
vidual contracts, it is suggested that each contract 
should specify items of doubt and prescribe 
bases for resolution. Thus it should be possible 
to relate costs to some other factor or combina- 
tion of factors based on past experience; advertis- 
ing, selling and distribution expense might be 
expressed in predetermined ratios to sales, 
donations in amounts or ratios per capita of 
personnel employed, general research in a ratio 
of sales or wages or production costs. If defence 
contracting alters the volume of business and 
employment it should be possible to agree on 
adjustment of ratios up or down graduated on 
some equitable scale, with the limits for upward 
revision no less than those for downward revision. 
The committee comments that emphasis should 
not be on cost to the exclusion of competitive 
prices, so that contractors may obtain rewards 
for efficiency. 
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The Controller, 
New York, May 
Cent Elimination in Accounts 

Mr E. C. Jordan tells of the case of a large cor- 
poration recently converted to cent elimination 
in its accounts. The company has annual sales 
exceeding $100,000,000, several thousand em- 
ployees, and 2,500 revenue and expense accounts. 
Cents have been omitted from income, expense 
and cost records, inventories, fixed assets, invest- 
ments, deferred charges and accrued accounts. 
It is anticipated that time in posting and adding 
will be reduced 40 per cent in typical transactions 
in which two out of five digits are eliminated, 
while an even greater saving may: be derived 
from the fact that smaller numbers are easier to 
handle. The writer says that, in a test case which 
was timed, a clerk posted listed items in thirty 
minutes with cents and seventeen minutes with- 
out (a saving of 43 per cent), and the totals were 
checked in twenty-two minutes with cents and 
nine minutes without (a saving of 60 per cent). The 
summarizing and distribution of payrolls, which 
formerly required one clerk for two weeks each 
month, is now done in less than half the time. A 
conservative estimate of the total time-save in the 
entire accounting department is put at 10 per cent. 


Cost and Management, 
Hamilton, Ontario, May 

Statistical Quality Control 
'The post-mortem methods of the old quality 
control systems are giving way to the new 
techniques of statistical quality control (S.Q.C.), 
says Mr D. H. W. Allen, of Steel Co of Canada 
Ltd. He tells how methods first introduced by . 
Dr Walter Shewhart, of Bell Telephone Labora- 
tories, in 1924, were widely developed by industry 
in World War II, through the U.S. War Depart- 
ment. The American Society for Quality Control 
has been formed with three Canadian sections at 
Toronto, Montreal and London, Ontario. The 
bases are (1) analysis of past data, (2) process 
control, and (3) sampling inspection. Shewhart 
charts are placed in full view of the operator and 
plotted continuously as each value is obtained. 
A centre line represents average quality, and 
upper and lower control limits are equidistant 
from it. As long as group averages fall inside the 
limits for each case no re-setting of machines is 
required, for no single value controls the action 
as it did under the old methods. The installation 
of S.Q.C. increases the interval between re- 
settings, decreasing 'down-time' and improving 
the production of good pieces. 


August 9th, 1952 


THE ACCOUNTANT 


157 


THE ACCOUNTANT IN INDUSTRY -1I 


by W. S. RISK, B.Com., C.A., F.C.W.A. 


The first part of this paper was reproduced in last week's issue. The rapporteur's 
summary of all the papers on this subject presented at The Sixth International 


Congress on Accounting 


; together with the report of the ensuing discussion and a 


résumé of additional remarks by Mr Risk, are published at pages 668-674 of our 
issue of June 28th, 1952. 


METHODS AND RESULTS 


CCOUNTANTS have spent much time and 
BA in the reconciliation of cost and financial 
accounts and figures. This has been a most 
necessary task. It is disconcerting (to put it in its 
mildest form) to management to be told during the 
course of a year that all work is showing a profit and 
at the end of the year to be faced with financial 
accounts showing a substantial loss, or vice versa. 
From the need for reconciliation has grown the 
realization that costing and financial statements are, 
or should be, only different arrangements of the 
same basic figures and that if these basic figures are 
properly created in the first place, they should be 
capable of supplying all the demands made upon 
them for external or internal uses. 

There has been a steady development in this line 
of thought in British industry, aided, in a large 
measure, by the use of the techniques of budgetary 
control and standard costing and by the increasing 
adoption of perpetual inventories and continuous 
stock-takings to remove the necessity for an annual 
stock-taking. 'T'he result is that the financial accounts 
are being prepared more promptly and in more detail 
and are becoming more useful to management, while 
management accounts, where they are prepared from 
properly analysed basic figures, 
becoming the source of the financial accounts which, 
in these circumstances, can be derived almost as a 
by-product of the periodic or management or cost 
accounts. We are, therefore, approaching the stage of 
complete integration of accounting information and 
the merging of what in this country has been known 
generally as financial and cost accounting. 


Classification of Expense 


'This integration, however desirable, cannot be 
successfully achieved unless a sound basis is laid in 
the design and structure of the code of accounts or 
expense classification. Fundamentally this classifi- 
cation should be such that the headings required for 
financial purposes are tne natural groupings of the 
more detailed classification required for cost ascer- 
tainment and control. The detailed headings should 
be such that the cost of departments processes or 
functions can readily be ascertained and responsibility 
for them clearly assigned. 

'The National Association of Cost Accountants in 


are themselves 


their Research Publication No. 19,1 entitled ‘Assign- 
ment of non-manufacturing costs for managerial 
decisions’, said: 

‘The accounting plan should start with the 
determination of responsibilities. The second step 
would be to set up the necessary functions within 
each of the major responsibilities. The third step 
would then be to provide the necessary natural 
expense accounts to correctly reflect the activities 
of each function’, 
and also that: 

‘Accountants should devote more attention to cost 
classification and less attention to cost allocation. . . .' 
A specimen illustrating the type of accounts code 
which might be used for works expense is shown in 
Appendix I. 
Budgetary Control 


The term ‘costing’ takes on a wider significance when 
it is realized that control of cost is at least as important 
as its ascertainment. The term ‘budgetary control’ has 
been applied to this wider application of costing and 
consists briefly of the preparation of budgets or 
standards for output and expenditure and the com- 
parison of actual attainment and outlays with these 
standards. 

Tke variations from the budget or plan and the 
type of information required to provide the means of 
control may be illustrated as follows: ` 


Selling (Plan) 


(a) What products can be sold? 

(b) To whom can they be sold, e.g. wholesalers or 
tetailers? 

(c) How many customers are available? 

(d) What methods can be employed, e.g. e o) 
distributors, salesmen, advertising? 

(2) What price can be obtained? 

(f) How much can be sold at that price? 

(g) What profit margin is expected from varying 
prices and sales levels? 


Selling (Control) 


га) Sales prices obtained compared with budget. 

(b) Amount of sales compared with budget 
(analysed in such detail as is required). 

(c) Cost of selling compared with budget. 





1 National Association of Cost Accountants’ Bulletin, 
May 1951, Research Series No. 19, ‘Assignment of Non- 
manufacturing costs for managerial decisions,’ . pages 
1147 and 1151. 
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(d) Comparative costs of different methods of 
selling. 


Production (Plan) 


(a) What plant capacity is available? 

(b) What level of output can be attained? 

(c) What is the expected cost per hour of the plant 
at normal capacity usage? 

(d) What is the production layout for each product 
and what is the production time per unit of 
output in each department? 

(е) What therefore is the expected cost in labour 
and overhead of each product (i.e. the standard 
cost)? 

(f) What new plant is available or necessary and 
what will it cost? 

(g) What type of power is to be used and what 
should it cost? 

(h) What is to be the plant maintenance policy ~ 
planned maintenance or ad hoc? 


Production (Control) 


(a) Comparison of output and plant usage with 
budget. 
(b) Comparison of operating cost per hour (labour 
machine or process) with budget. 
(c) Effect on cost and on profit of varying: 
Efficiencies; 
Levels of output; 
Labour rates; 
Over or under expenditure on overheads. 
(d) Cost of power and plant maintenance compared 
with budgets. 


Materials (Plan) 
(a) What types of materials are to be used — are 
substitutes available? 
(b) What quantity of material is required per unit 
of production? 


Materials (Control) 


(a) Material prices compared with budget. 

(b) Material usage and yield compared with 
budget. | 

Personnel (Plan) 

(a) What is the engagement policy and what type 
of labour is required? 

(b) What wages policy is to be adopted, e.g. day 
work, piece-work, bonus schemes or profit- 
sharing? 

(c) What welfare policy is to be adopted, e.g. 
canteen, medical and sports facilities? 


Personnel (Contrq}) 


(a) Labour turnover percentage. 

(b) Wages rates earned per hour and percentage 
bonus earned compared with budget. 

(c) Costs of welfare facilities compared with 
budget. 
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Finance (Plan) 
(a) What credit policy is to be adopted? 
(5) What buying policy is to be adopted? 
(c) What are the estimated stock and finished goods 
requirements? 
(d) What are the total capital requirements? 


Finance (Contro!) 
(a) Credit controi. 
(6) Stock control. 
(c) Cash forecasts or disposal of funds statements. 
(d) Comparative balance sheets. 


These are some of the types of budgets used for 
budgetary control purposes and it will be realized 
that they are illustrative rather than complete and 
wil vary considerably in incidence and emphasis 
between one industry or firm and another. 


Stand ard Costing 


It is a short and logical step from budgetary control 
to standard costing and there is no doubt that the 
combination of these two techniques and their appli- 
cation have greatly enhanced the service which 
industrial or management accounting can give to 
industry. 

It is not within the province of this paper either 
to give a detailed explanation of standard costing 
methods or to point out all the benefits to be expected 
from their application. These are well set out in 
publications by the Institute of Cost and Works 
Accountants and The Institute of Chartered Account- 
ants in England and Wales.! 

It should perhaps be emphazised, however, that 
standard costing basically involves the pre-costing of 
operations, processes or functions on the assumption 
that any manufacturing concern is selling the pro- 
ductive time of its processes or plant. It follows, 
therefore, that standard costing does not mean (as is 
still quite commonly believed) the costing of standard 
articles. It is costing by. function - a much better 
basis for control than through the ascertainment of 
the cost of individual products. 

This opinion is supported by a further quotation, 
again from the National Association of Cost Account- 
ants’ Research Publication,? already referred to, 
which says, on page 1149: 

"When the cost of an individual function is known, 
management is in a position to study costs of per- 
forming the same function in alternative ways and, 





2 ‘An introduction to budgetary control, standard costing, 
material control and production control’, published by the 
Institute of Cost and Works Accountants, and ‘Develop- 
ments in cost accounting' — a report of the Cost Accounting 
Sub-Committee of the Taxation and Financial Relations 
Committee of The Institute of Chartered Accountants in 
England and Wales. E 

? National Association of Cost Accountants’ Bulletin, 
May 1951, Research Series, No. 19, ‘Assignment of non- 
manufacturing costs for managerial decisions’. 
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in some cases, to decide whether or not the function 
should be performed at all.’ 


Perhaps the greatest of all benefits to be obtained 
from the creation and application of budgetary con- 
trol and standard costing is that they necessitate the 
closest possible collaboration between management 
and the accountant in developing a comprehensive 
and coherent policy, plan or budget that is capable 
of being expressed in facts and figures. 


3 Marginal Costing 


Probably no technique in industrial accounting has 
provoked more controversy and argument than that 
known as marginal costing. For those to whom the 
term is unfamiliar the technique may be described 
as the segregation of charges or costs into two sections: 
(а) those that are peculiar to any one product or 
department and which would cease if the department 
were closed or the product were not manufactured, 
and (b) those charges of a general nature which, 
within wide limits, are not affected by changes in 
departments or products and which are applied to 
products for purposes of recovery on a more or less 
Arbitrary basis. This technique is sometimes known 
also as direct, contributory or comparative costing. 

There seems to be no reason why the controversy 
should be so fierce nor indeed why it should arise at 
all. Two different techniques are involved. It is an 
example in support of the theory that different costs 
are required for different purposes, 

It seems that the accountant can never answer such 
questions as: 


What would happen if: 

(a) a department were closed? 

(b) production were increased? , 

(c) sales prices were cut by a certain percentage? 
(d) certain products were discontinued? 

(e) а new product were put into production? 


without using the marginal technique, for it is clear 
that the inclusion in costs of an allocation of general 
or common expense must obscure the true answer to 
these questions. ; 

The National Association of Cost Accountants’ 
Research publication, already referred to, says, on 
page 1163: 

‘Proper application of the contribution margin 
approach does not constitute disregard of the un- 
allocated expenses, but instead it emphasizes the 
contribution which each segment makes to these 
expenses.’ 


Increasing tempo and competition in business life 


calls for more far-reaching and speedier decisions. 
Mr Harry E. Howell,? of the National Association of 





1 National Association of Cost Accountants’ Bulletin, 
May 1951, Research Series, No. 19, ‘Assignment of non- 
manufacturing costs for managerial decisions’. 


2 Quoted in a paper on ‘A standard accounting system’ by 


Mr Ian T. Morrow, С.А., F.c.W.A. Published by the British- 


Institute of Management, page 10. 
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Cost Accountants and formerly controller. ог 
U.N.N.R.A. said in a paper on cost accounting, that 
*Business decisions usually involve the acceptance 

or rejection of alternatives. They may involve the 

- taking or rejection of orders; cutting a price on a 
.single order; making a price cut in a competitive 
_ market; raising prices; spending additional amounts 
for promotion and sales to keep the plant running; 
increasinz, curtailing or ceasing production, and 
many similar choices of vital import to the company. 

Unless information drawn from cost accounting 

reports is recast and related to many bases not 

common. to cost accounting formulas it will not: 
. usually furnish the data needed to make sound 

decisions. In many cases the routine cost reports give 
information which is misleading for the purpose of 
assisting in determining alternate courses of action. 
Cost reports may show that the sales price of a line or 
product is below cost, but a conclusion drawn from 
such figures that a loss equal to the difference would 
be eliminated by discontinuing the line, would be in 
error. Included in the cost are elements of fixed and 
constan: costs which would continue whether the 
product was produced and sold or not, and its 
eliminazion might result in adding to the loss 
because the remaining business would have to 
absorb the costs which remained.’ 

"The use of the marginal technique is necessary also 
for the preparation of the break-even chart. The 
purpose of this chart is to show, with a given volume 
and mix-ure of product sales with budgeted con- 
tributory margins for each product and in total, the. ` 
point at which the total margin will be just sufficient 
to cover the fixed or general overheads of the business. 
This point can then be compared with the margin 
obtained from the budget of normal sales and expected 
contribution, to show the margin of safety of the 
business. A specimen of a simple break-even chart is 
given in Appendix II. 

In addition, the marginal technique and method of 
comparison is comparatively simple and thus easily 
understood by those unacquainted with accounting 
and costing conventions and methods. It is of par- 
ticular and increasing importance in view of the 
tendency in industry for fixed overheads to increase 
and even a slight reversion or slump might well have 
much more serious consequences in many firms and 
industres in this country than is generally realized 
or anticipated. 

On the other hand, opponents of the technique 
argue, rightly, that its use in unskilled hands may well 
lead tc price-cutting and disaster. In fixing sales 
prices it is, of course, essential that the overriding 
condition of full absorption of overheads should be 
fulfilled. Commercially it is seldom possible to sell so 
much at a loss that a profit is eventually made. 
Subject, however, to this overriding condition, the 
ratio of the overheatl recovery burden as between 
one product and another may well be as much.a 
commercial function as an accounting one. | 


Financial Reports 
It is not proposed to illustrate in detail the kind of 
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financial or other reports that are produced for 
management. These will vary to meet the needs of 
individual concerns but may be said to comprise 
generally those referring to the assets, fixed and liquid, 
and the liabilities of the business, with particular 
reference to the changes that have taken place between 
the date of the report and the datum or basic period. 


Réports for Cost Ascertainment and Cost 
Control 


Again it is proposed to refer only in general terms to 
the reports required for cost ascertainment and cost 
control. The minimum requirements which it is 
suggested these types of report should fulfil are 
outlined below. 


Cost Ascertainment 


(а) For any given article or process the material 
cost must be known. 

(5) For any given article the cost shall be available, 
operation by operation, analysed for each 
operation into labour and overhead. 

(c) The above cost shall be available analysed to 
that part which is fixed and that part which is 
variable with output. 

(d) There shall be segregated the effect on cost of 
efficiency of production and of volume of 
output. 

(e) Those products which are profitable and those 
which are unprofitable and the degree to which 
they are profitable or unprofitable shall be 
established. 


Cost Control 


For cost control it seems necessary to produce 
information: 


(а) To measure the level of output as against the 
predetermined normal and to calculate the 
effect of variances from it. 

(b) To measure the level of performance or 
efficiency in relation to the target set and to 
calculate the cost of failing to attain the 
standard or the gain from exceeding the stan- 
dard. | 

(c) To ascertain expenditure and to compare it 
with flexible budgets. 

(d) To control materials and show separately the 
extent of departures from the standard in 
regard both to price and usage. 

(e) 'T'o provide in all the above the means of control 
at such point of time (which may be anything 
from hourly to annually as may be most 
beneficial over all, taking into account the cost 
of obtaining the control. 

(f) To analyse and present the information (and 
this is of special importance) by sections of 
responsibility so that there may be presented to 
section heads or executives a clear statement of 
their own departmental results unencumbered 
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by results for which they are not expected to _ 
accept responsibility. 


In speaking of cost ascertainment it is well to 
remember that there is no such thing as ‘actual cost’; 
there is only cost under given conditions of output and 
expenditure. Mr E. H. Davison, A.C.A., to whose 
paper! in The Accountant of March 31st, 1951, 
reference has already been made, states that ‘cost is 
built up on the basis of a mixture of facts and assump- 
tions’ which is indeed a true statement. 


The failure by management to appreciate that such 
arbitrary assumptions and allocations have to be 
made in producing a total cost occasionally leads to 
misunderstanding. This is well illustrated in the 
amusing and light-hearted little book entitled How 
to Run a Bassoon Factory? by Mark Spade, which 
states: 

*Don't be surprised if your costing department 
tells you one day that a thing costs £20 and the next 
day that it costs 4s 3d. Costing departments always 
do that and they will certainly be able to produce 
figures which prove absolutely conclusively that 
they were right on both occasions.’ 


Presentation 


Throughout this paper it has been emphasized that 
the ultimate object of all the accountant’s work is 

action — action on the part of those whose job it is to 

make decisions and carry them out. Information is. 
worth only the benefit obtained from the action taken 

on it. Confucius is believed to have said: 'Action 

without thought is dangerous but thought without 

action is futile.' 

If action is required by individuals the reports 
presented must be prepared in such a way as to 
excite the interest of, and be understandable by, those 
who are to use them. For this purpose flexibility is a 
greater virtue than uniformity. 


It is unfortunately true to say that as a rule manage- 
ment does not attribute to figures the importance 
which is their due. This may well be the fault of the 
methods of preparation and presentation. It is the 
author's experience that routine figures that indicate 
a state of affairs similar to that believed by manage- 
ment to exist usually serve only to increase manage- 
ment's belief in its own omniscience. Only when the 
figures indicate a state of affairs contrary to that 
believed to be the case, and after the inevitable 
criticism has been answered and the figures proved to 
be correct, will management begin to have confidence 
in, and take action on, the results shown. 


Nevertheless it is the accountant's duty to make 
his presentations such that the facts are clear, live 
and understandable. To achieve this, routine reports 
should be as simple in design and as few in number as 





1 Àn, article оп "The accounts organization in a large 
industrial concern’ by Mr E. H. Davison, a.c.a. Published 
in The Accountant of March 31st, 1951, page 307. 

2 How to Run a Bassoon Factory, by Mark Spade. Published 
by Hamish Hamilton. 
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possible. Often a verbal report has more effect than 
a written one and constant personal contact between 
the accountant and his colleagues in management is 
much to be desired. 

An accounts or cost office is probably more fairly 
judged by the quality and speed of its special ad hoc 
reports than upon its provision of routine statistics. 
In preparing special information it is often useful to 
subdivide the report as follows: 


(a) Terms of reference. 
(b) Findings. 
(c) Recommendations. 


(d) Action required by management to implement 
the recommendations. 


Although it is not usually the province of the account- 
ant's department to take action, there should always 
' bea tendency to act more as a ‘thermostat’ than as а 
‘thermometer’. 

Another useful form of reporting is that used for 
army operational orders: Е 


Information. 
Intention. 

* Method. 
Administration. 
Intercommunication. 


Often this grouping of a report gives an ideal basis for 
a comprehensive yet brief statement of the position. 

The purpose for which the report is being prepared 
and the person or persons to whom it is to be pre- 
sented must always be the principal consideration 
affecting the design of the statement. Many statistical 
devices'can be used in preparing management reports 
and some of them are summarized by Mr Warren G. 
Bailey in an article! in the 1947 Year-book of the 
National Association of Cost Accountants which 
lists the following: 


(1) Columpar tabulation. 
(z) Title headings. 
(3) Item descriptions. 
(4) Comparisons. 
(5) Measurement of increases and decreases. 
(6) Special positions. 
(7) Special markings. 
(8) Ratios. 
(9) Averages. 
(10) Accumulations. 
(11) Sub-totals. 
(12) Repetition. 
(13) Footnotes. У 
14) Summaries. 
t 5) Graphs and curves. 
(16) Special ruling and boxing. 
(17) Heavy and light lines. 
(18) Special type. 
(19) Special sizes and colours of paper. 





1 An article on ‘Presentation of accounting information — 
within the management group! by Mr Warren G. Bailey. 
Published in the 1947 Year-book of the National Association 
of Cost Accountants, page 129. 
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(20) Special holders, binders and files. 
(21) Special interpretative comments. 


"Readers will be well aware that there are many 
other means of presenting information and of 
emphasizing particular points, but the general ideal 
might be summed up as follows: 

“Be selective: 

„ће. present to individuals only the information 
with which they are concerned and concentrate 
only upon a few (possibly only one) points at 
one time. 

Be simple: 
i.e. exclude matters which although relevant are 
not the main issues. 
Be short: 
ie. keep the presentation to a minimum if 
necessary by using appendices for supporting 
detail  . 
One of the biggest and commonest bottlenecks in 
British industry today is the executive who has the 
authority and responsibility for making decisions but 
who will not exercise his prerogative. If the account- 
ant can help such an executive to make decisions — 
speedy and correct ones - he will have done great 
service to industry. 


TRAINING 


The training of an industrial accountant can, in this 
country, follow one of two main courses: 

. First, he may train and qualify as a practising 
public accountant by becoming a member of certain 
of the professional bodies who are sponsoring this 
Congress. In this case his experience, whether serving 
under articles or not, will be almost entirely confined 
to professional work. 

Secondly, he may enter industry at a fairly early 
age, either in the factory or in the office and, while 
obtaining practical experience in costing and related 
work, study for, and qualify through, the examinations 
of the Institute of Cost and Works Accountants. 


There are advantages and disadvantages inherent 
in both these courses. ‘The accountant who qualifies in 
a public accountant’s office and who thereafter takes 
an appointment in industry, has little knowledge of, 
or experience in, many or even most of the functions 
which have been referred to earlier in this paper. The 
tempo and atmosphere of industry are new to him 
and are different by far from those to which he has 
been accustomed. As a general rule, therefore, he 
starts at a disadvantage when he takes up his appoint- 
ment. Nevertheless, if he is the right man he brings 
to industry a wide outlook, the high ethical standards 
to which he has been accustomed in his professional 
career and an objective and sufficiently flexible mind 
to enable him, as a rule, to settle down in his new 
surroundings as an effective member of management. 

The accountant who has been trained 1n industry is 
familiar with his surroundings and has a detailed 
knowledge not only of his own subject but also of 
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those related to it and has an industrial background 
which is of great assistance to him. It may be because 
of this training that his outlook, though essentially 
practical, can tend to be more restricted and focused 
upon detail. The widening of the scope of the Institute 
of Cost and Works Accountants’ examination now in 
operation should help to correct this tendency, if it 
exists. 

Recently there has been a significant development 
affecting the training of the accountant in industry. 
It is the proposed establishment of the fellowship 
grade of the Institute of Cost and Works Accountants 
as a qualification in management accountancy. This, 
as far as it is known, is the first attempt to provide a 
professional qualification of this kind, although it is 
noted that following an article! by Professor L. A. 
Schmidt in the Controller of January 1951, there has 
been comment in the March 1951, Journal of 
Accountancy. 

In announcing the new Fellowship in the October 
1951, issue of the Cost Accountant? the Institute 
states: 

*Fellow membership under the scheme will be 
given to all Associate Members of the Institute and 
to members of other accounting organizations 
provided they pass the Institute's Fellowship 
examination in those subjects not adequately covered 
by their own examining bodies and comply with the 
conditions laid down which prescribe a minimum age 
limit of 26 years, evidence of five years’ experience 
in, and current engagement in, a responsible position 
in Management Accountancy.' 


This step may well be of great importance in develop- . 


ing the technique of management accountancy and 
in improving the standard and status of accountants 
in industry. 

There are post-graduate courses for public account- 
ants and for those in industry and lately summer 
schools, held at a university, have come into promin- 
ence. In addition, an accountant in industry may, 
through his firm, attend the Administrative Staff 
College at Henley and thus broaden his outlook by 
mixing with executives performing either similar or 
different functions in other firms and industries. 
Such contacts cannot be other than helpful in develop- 
ing in the accountant the necessary management 
outlook as opposed to the purely accounting one. 


THE PAST AND THE FUTURE 
Growth of Accounting 


The charge has often been made against accountants 
in industry and out of it that they tend to live too 
much in the past; in fact 'that they are marching 
backwards into the future with their eyes fixed 
firmly on the past’. The very nature of the accountant's 
work has tended to expose him to such a charge and 
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it is difficult to see how he could wholly have avoided 
it. At the risk of adding further evidence let us 
consider briefly the reasons for, and the nature of, 
the development of accountancy and the work of 
accountants in industry. 

Financial accountancy has been influenced by a 
number of factors, chief among which may be 
reckoned the divorce of ownership from management, 
the principle of limited liability and the requirements 
of company and income-tax law. 

Cost accounting, on the other hand, has developed 
as a result of the increasing size of industrial units 
and through the requirements of management for 
more detailed and up-to-date information than is 
provided by the ordinary financial accounts which 
are available often much later than the period to which 
they refer. Again, the annual financial statement of 
profit and loss account, although it displayed a 
‘true and correct view’ of the results, did not always 
reveal sufficiently clearly the reasons why such 
results had emerged. | 

Thus it is perhaps not unfair to say that much of 
the impetus towards cost or management accounting 
has come from the pressure by management for 
figures which were sufficiently revealing, detailed 
and up to date to guide them in the formulation of 
policy. 

Forecasts 
To quote again from the Management Accounting 
Report, in paragraph 6 on page 14, it states: 
‘American managements are continually looking 
towards the future. Their policy is to anticipate and 
influence events by their decisions rather than merely 
to carry on as before until events force them to make 
new decisions.’ 

If accountants are to assist management to this 
end, they must be interested in the past only as a. 
guide to the future. They must be concerned with 
the preparation of forecasts, with budgetary control, 
with standard costing, with comparative costing and 
with any form of information which will serve as a 
guide to policy and action. 

It follows that in order to do this intelligently the 
industrial accountant must be acquainted with the 
management outlook and must have a working 
knowledge of technical processes and problems. In 
this connexion it is probably true to say that 'per- 
ception' rather than 'precision' should be the watch- 
word. Balance sheet accuracy is not normally essential. 

Major Scott, of Tube Investments Ltd, at a 
British Institute of Management Conference,* 
deliberately misquoting Herrick, said: 

‘A slight disorder in industry’s dress, 
Kindling in her a liveliness, 

Does more become her than when Art 
Is too precise in every part.’ . 





х An article on ‘Developing tomorrow's accounting man- 


power’ by Professor L. A. Schmidt, published in the . 


Controller in January 1951. 
2 The Cost Accountant, published by the Institute of Cost 
and Works Accountants, October 1951, page 133. 


3 ‘Productivity report — management accounting’. Published 
by the Anglo-American Council on Productivity. 


* Comment on a paper entitled “The organizational structure 
of large undertakings - management problems’, by Sir 
Charles Renold. | " 
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The keyword for industry, and for the accountant, 
is ‘liveliness’. : 
Decentralization 

In this country, as a result of nationalization and 
other factors, industry is tending to be concentrated 
in larger organizations. This concentration brings 
with it, sooner or later, the problems associated with 
the need for decentralization. 

Sir Miles Thomas, of British Overseas Airways 
Corporation, speaking at a British Institute of 
Management Conference, said: 

‘I suppose most businesses start small and 
centralized. But at a certain stage of their growth 
there arrives a point at which they must either 
decentralize effectively or accept a progressive decline 
in all vital functions. That is the point at which a 
psychological decision has to be made. It is a crisis 

- at which probably more businesses have come to 
wreck than any other.' 

Decentralization, if it is to be efficient, must 
normally work within the framework of a central 
policy or strategy. The fulfilment of this requirement 
depends in no small measure upon the accountant or 
controller who alone can present a comprehensive 
picture of the extent to which the policy is being 


. adhered to and whether or not it is proving successful. 


Integration 


It is generally accepted by accountants in industry 
that integration of accounts is desirable and that it 
should not be necessary to maintain separate sets of 
accounts for financial and for cost or management 
accounting. The aim should rather be so to design 
the basic data that different information for different 
people for different purposes can be produced from it. 

This integration of accounts, coupled with the 
increasing co-ordination in the training of accountants 
earlier referred to, gives rise to the thought that in 
due course the integration of accounts may well bring 
with it the integration of accountants. 

Whatever may be the outcome, it is perhaps not 
inappropriate to bear in mind the words of the late 


John Buchan (Lord Tweedsmuir) who said: 


‘We can repay our debt to the past only by leaving 
the future in debt to ourselves.’ 


. Conclusion 
In concluding this paper it is worth repeating that 
the views expressed in it may well be challenged and 
opposed. Indeed, to obtain the benefits of discussion 
it is hoped that they will be. 
To this end, the following hypotheses are presented; 
(а) That the industrial and public accountant has, 
in the past, taken too narrow a view of his 
responsibilities and has failed fully to appreciate 
and satisfy the needs of management for 
accounting information. 


1 А paper entitled ‘Management in private enterprise and 


nationalized industry’, by Sir Miles Thomas. Published by ` 


the British Institute of Management, page 17. 
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(b) That the industrial accountant must devote 
more attention to the interpretation, as dis- 
tinct from the preparation, of figures. 

(c) That the industrial accountant must be more 
concerned with business forecasts and should 
have a working knowledge of management and 
technical problems. 


(d) Tha: integration of accounts must lead even- 
tually to the integration of accountants. 


The theme of the discussion must be the improve- 
ment of the service which the accountant in industry 
can give to management. It will, however, be appre- 
ciated tha: the paper is written in the light of condi- 
tions in this country; of conditions elsewhere the 
author can claim no knowledge. Perhaps this is a 
state of ignorance which may be shared by others, 
and which may be remedied in the course of the 
discussior. 


APPENDIX I 


'These accounts are for the purpose of analysing and 
locating works cost. T'hey form part of the nominal 
ledger. 

Where the same account is required in several 
departments a departmental prefix will be used in 
conjunction with the account number. 

The main headings (e.g. INDIRECT LABOUR AND 
MATERIALS) form the basis of the financial accounts 
and comprise the totals of the detailed accounts in the 
various groups. 

In addition to the index given below, there is a list 
of accounts giving, where necessary, an explanation 
and the details of the items included or excluded. 


No. Title No. Title 

400 Works cost control 431 Electrical plant 

401 Direct labour 432 ‘Tools, jigs and.fix- 

' tures 

. INDIRECT LABOUR AND 433 Buildings and fittings 
MATERIALS 434 Roads, grounds, 

402 Supervision fences and drains 

403 Setting 435 Ses 

404 Service labour Depreciation: . 

405 Inspection 436 Plant and machinery 

406 Internal transport 437 Tools, jigs and fix- 

407 Craring tures Р 

408 Trainees . 438 Buildings and fittings 

409 Overtime premium 439 f 


410 Night shift premium 


411 Lost time Power, LIGHTING AND 


412 Scrap | HEATING 
413 Rectification 440 Electricity 
414. Consumable stores 441 Coal 
. : 442 Coke 

PROD‘ICTIVE SERVICES 443 Boilers 
420 Raw material stores 444 Gas 
421 Tool stores -445 Water 
422 Finished parts stores 446 Fuel oil 


423 : 
424. Sand-blasting p Compressed air 


425 Welding 
426 s 449 
427 Pattern shop Works EXPENSES 
Rent 
REPAIRS, MAINTENANCE 2s Rates 
AND DEPRECIATION 452 
R. & M. Insurance: 
430 Plant and machinery 453 General (works) 
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Appendix I – continued. 


Insurance: 


454 National (works) 
455 

456 Holiday pay – works 
457 

458 Bonus 


459 Canteen — works 


460 First aid, medical and £5,000 


welfare 
461 
462 Fire brigade 
463 | 
464 £2,500 · 
465 
466 Travelling expenses ~ 
works 


467 Carriage inwards 
468 Returnable packages 
469 Sundry works expenses 


PROFIT 0 
LOSS 


Wonks OFFICES 


470 Works management 

471 Works clerical staff 

472 Planning 

473 Progressing 

474 Time study 

475 Shop clerks 

476 Wages office 

477 Buying office 

478 Jig and tool drawing 0 
: office 

479 Gatemen and watch- 

; men 

480 Labour office 

481 Laboratory 


£2,500 


£5,009 
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APPENDIX II 
BREAK EVEN CHART 





SALES £25,000 


BREAK EVEN SALES £15,000 


BREAK EVEN POINT 





MARGIN OF . 
SAFETY ——> 
40% 


£10,000 £15,000 £20,000 


£25,000 


SALES 


NOTE: The marginal profit is shown as 33} per cent. This percentage 
may well vary for different products and separate graphs may 
be drawn for each product or for varying product mixes. 


WEEKLY NOTES 


More Steel for Industry 


Allocations of steel for civilian purposes are to be 
increased by not less than 5 per cent in the fourth 
quarter of the year, compared with the current one. 
‘This has been made possible by the increase in steel 
output in this country and by the ability of the United 
States to fulfil its contractual arrangements to deliver 
one million tons of finished steel here in exchange for 
tin and aluminium — despite the American steel strike. 

Although in one sense there will be higher deliveries 
of steel to industry in general, these will depend on 
the end-use of the metal. Those who can show that 
the steel will go into exports will receive priority 
treatment. T 

Clerical Salaries at 1952 


The exceedingly useful biennial survey of clerical 
salaries published by the Office Management Associa- 
tion is now available. The new tables cover the 
position as at March ist, 1952, and are therefore 
remarkably up to date. 

This year’s survev covers 56,414 clerks in 526 
establishments. As previously, the figures deal with 
clerks in industry and commerce rather than with 


those in public service, the nationalized industries or 
the banks. There are not many other gaps, though it 
is worth recording that one of them is the non- 
availability of returns from solicitors’ and account- 
ants’ offices. 


Since the last survey was made in 1950, clerks’ 
salaries have advanced at about the same pace as the 
cost of living and the wage rates of manual workers. 
It is perhaps worth emphasizing that the comparison 
is with wage rates and not with earnings. There are 
the usual interesting tables of differences of salary 
for differences ої age within the same grade of work, 
differences between the salaries of male and female 
clerks for the same grade of work, and variations 
between different geographical areas. This and 
much other interesting information can be found from 
a study of the survey in detail. In fact the only draw- 
back to the analysis is its price, which is twenty-five 
shillings. 

It is difficult to decide from this fact whether the 


association should be exhorted to bring the price 


down or to say that here is one more example of the 
high cost of worth-while statistical investigations which 
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need expert supervisory staff and can never run to a 
print order which will secure a really moderate price. 
Good managements will not, however, cavil unduly 
at the chance to subscribe to the cost of a statistical 
investigation into the salary and cost-of-living prob- 
lems of the less-well-paid black-coated worke-. 


Britain's Oversea Investments 


As before, the Bank of England has issued this year 
the results of a further survey of this country's 
investments abroad. The survey is not comprehensive 
since it covers only the nominal value of oversea 
investments of residents in the United Kingdom 
through securities quoted on or otherwise known to 
the London Stock Exchange. Nevertheless, this field 
is a large one and probably gives a fairly accurate 
picture of the whole range of foreign and oversea 
holdings. 

During 1949, the year of devaluation of the pound, 
the nominal value of such securities rose by £70 
million. But in the following year they were down to 
£2,020 million having been reduced by about £18 
million. This figure may be compared with the level 
of £3,545 million at the end of 1938, before the war- 
time run on this country’s oversea resources to pay 
for wartime imports began. It will also be recalled 
that the 1938 price-level was much lower than in 
1950. 

"he following table sets out the dividend and 
interest income received from oversea investments 
in the two latest years for which figures have been 
compiled, compared with 1938. Part of the higher 
dividends paid by companies registered in the United 
Kingdom represents not higher net income but lower 
taxation under ‘unilateral relief’? granted by the 1950 
Finance Act. 


(£ million) 











1950 
Government and municipal 
loan interest 20°6 
United Kingdom companies 
share dividends $s 72:8 
Ditto: loan interest v 277 
Oversea companies: snare 
dividends .. 2. m 41'5 
Ditto: loan interest 42 
Total.. . | 14r8 
From Commonwealth coun- 
tries Р go's 
From foreign countries 32°0 
Not classifiable by area 19:3 
Total.. · | 141:8 








A Small External Surplus 


Official figures of this country's external trade position 
for July show that there was a surplus of gold 
and dollars amounting to $31 million. But this out- 
come has been helped by $61 million special dollar 
payments including defence aid. Nevertheless the 
figures look a good deal better than those for the 
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second quarter when there was a deficit of some $14 
million after taking $204 million of American defence 
aid into the account. It is thought that invisible 
earnings made a very useful contribution to the better 
figures, although no estimates are yet available as to 
how large that contribution has been. ` 

So far as E.P.U. is concerned, this country's deficit 
was more than doubled at 35:2 million. To some 
extent this is due to tourism, but there also seem to 
have been certain payments made last month which 
had not been budgeted for until later in the year. To 
that extent, however, the deficit will right itself in 
due course. The gold loss to the Union was lower than 
might have been expected, thanks to the working of 
this new agreement, and continued deficits of this size 
will soon establish a drain of much more serious 
proportions than the £8 million which was transferred 
in gold for last month's transactions. 

The fact therefore remains that the sterling area is 
at the moment out of balance with most of the rest 
of the world — not only with the dollar area. 


Larger Sterling Transfers 


According to the report of the Bank of England much 
greater use was made of transferable sterling in 1951 
than in the previous year. The total figure went up 
from £165 million to £463 million. Of this last 
amount, {241 million was transferred under auto- 
matic facilities and £222 million under administrative 
facilities available at the Bank of England. The report 
points out that Italy, Scandinavia, Egypt and the 
Netherlands all made extensive use of transfer 
facilities. Another feature of 1951 was the larger 
amount of transferable sterling used to finance 
commodity deals. 


Severe Drop in Rayon Output 


Rayon production fell off noticeably during the 
spring, followed by a slight recovery in May. This. 
recovery has not been held, however. In June output: 
dropped severely. Continuous filament production. 
was reduced from 12-4 million lb. to 9:3 million. 
over the month and staple fibre fared even worse – it 
declined from 7:1 million Ib. to 2:4 million: 

Rayon's slump has thus come quickly and much. 
later than in natural fibres. The situation in fact looks 
exceedingly confused since there are now: signs of 
recovery in retail trading which should be imparting: 
an impetus to the textile mills. This may indeed be 
now happening to rayon. The industry is, in fact, 
better equipped to recover quickly than the natural 
fibre textile industries. Its processes are more 
accurately considered as a branch of mass-production. 
in chemical engineeging than as batch production in. 
textiles. 

There is, indeed, no lack of confidence in this. 
industry which has for long established a high. 
reputation for technical efficiency and enterprise. 
Expansion schemes are going ahead undeterred by: 
gloorny statistics of sales and output. 
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FINANCE AND COMMERCE 


Although business remains restricted by holiday 
influences the tone in the stock market shows improve- 
ment. If the firmer tendency can be maintained for a 
time a decided rally may develop. 


Accounting for Tools — 


A new accounting procedure for tools has been adopted 
in the accounts to March 30, 1952, of The Renold 
& Coventry Chain Co Ltd. Formerly all original 
tool outfits were incluced in fixed assets. They were 
not depreciated, but renewals were charged to revenue. 
In the balance sheet now presented, tools have been 
divided into ‘durable’ and ‘consumable’. The former 
have been classified as fixed assets and depreciated, 
the latter have been classified as a current asset and 
charged to revenue when put into use. Previously, 
these renewals were charged to revenue when the 
tools were acquired or manufactured. 

The application of this accounting treatment to 
the closing stock of tools has necessitated a writing- 
back of £86,365 charged to revenue in earlier years 
in. respect of consumable tools and this amount is 
credited to profit and loss account, less a consequential 
under-provision of taxation in previous years. 

In regard to the treatment of fixed assets under 


inflation conditions, the policy adopted last year. 


when a re-equipment reserve was, instituted, has 
been continued. The directors’ view is that at the 
date of any balance sheet, cumulative depreciation 
plus this reserve should represent what cumulative 
depreciation would have been if the equipment 
existing at that date had been acquired at prices 
ruling during the year so as to accumulate during 
the life of the asset, so far as could be estimated, 
sufficient to buy a new asset at the price current when 
the old one became worn out or obsolete. 

The addition to re-equipment reserve is £186,000, 
£128,000 more than last year, and is transferred from 
profit after taxation according to a principle that 
provision for maintenance of manufacturing potential 
should be made out of proceeds of current operations. 
The reserve is classified as a capital reserve ‘for the 
time being and subject to changing conditions in the 
future’. 


Courtaulds’ Schedules 


This week’s reprint consists of the schedules to the 
accounts of Courtaulds Ltd and the auditors’ report. 
This completes the reprint of the full accounts of the 
company. The balance sheet, profit and loss accounts 
and the notes were given in "Finance and Commerce’. 
last week. 


COURTAULDS LIMITED AND SUBSIDIARIES- SCHEDULES TO BALANCE SHEETS - MARCH 3lst, 1952 


Courtaulds Ltd Group 
1951 1952 Reference 1952 1951 
£ £ below £ £ 
1. FIXED ASSETS $ 
14,565,615 15,359,298 Land and Buildings A 20,416,796 18,216,528 
2,997,322 3,456,588 Provisions for Depreclation: B 4,905,886 4,291,974 
11,568,293 11,902,710 Balance . 15,510,910 13,924,554 
31,317,218 — 34,435,115 Plant, Machinery and Equipment A 43,973,366 39,379,276 
6,941,693 8,362,448 Provislons for Depreciation B 13,949,868 11,690,131 
24,375,525 26,072,667 Balance S da < S e .. e zs 30,023,498 27,689,145 
994,871 1,042,956 Houses and Other Property A A 1,138,141 1,067,525 
322,644 323,07 Provisions for Depreciation B 343,353 345,985 
672,227 719,885 Balance .. - 794,788 721,540 
46,877,704 50,837,369 Total Fixed Assets A 65,528,303 58,663,329 
10,261,659 — 12,142,107 Total Provisions for Depreciation stated above | B 19,199,107 16,328,090 
36,616,045 — 38,695,262 Balance . 46,329,196 42,335,239 
Less Provisions in connexion with Fixed Assets of Courtaulds Ltd 
for Depreciation as at January Ist, 139, and Provisions for 

12,162,899 12,330,373 Obsolescence to date .. . oe s 22 с 12,330,373 12,162,899 
£24,453,146 #26,364,889 Net Amount carried to Balance Sheet £33,998,823 £30,172,340 














А. Fixed Assets are stated as follows: 
(a) Courtaulds Ltd: 
At cost, or, if acquired before the time of an Independent valuation carried out in 1938-39, on the basis of replace- 
ment costs as new in 1938-39. 
(b) Subsidiaries, at cost. 

B. Provisions for Depreciation deducted from the relative Fixed Assets existing at March 31st, 1952, are, as regards 
Courtaulds Ltd, provisions since January Ist, 1940, and, as regards Subsidiaries, provisions since the dates of acquisition 
of the Shares therein. 

C. The Board of Trade, as empowered by the Companies Act, 1248, has modified the provisions of the Act in regard to the 
treatment of the combined provisions for depreciation as at January Ist, 1940, and provisions for obsolescence to date. 





2; INVESTMENTS D SUBS.DIARIES е Ў 2 
5,592,866 19,053,367 Shares. e Sj. ve vs .. i. de ix hs ws 
1,481,372 1,668,999 Debentures and Advances sis ex A 
974,242 536,067 Debts on Supply and Current Accounts . vs 
8,048,480 21,258,433 
22,61 6,634 Less Credits on Current Accounts .. 9 
£8,025,868 #21,221,799 Net Amount carried to Balance Sheet of Courtaulds Led 
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Courtaulds Ltd 







































































Group 
195) 1952 | 1952 1951 
3. TRADE AND OTHER INVESTMENTS VA . Е £ 
Ё & 
ж 9,519,972 10,334,198 Trade investments at zost .. we be de 39 22 i; 35 se m 10,789,440 9,888,945 
^73467,688 3,667,016 Less Amounts written off Ser gh UM d => 25 ја .. 7 3,899,927: 3,811,020 
5,752,334 6,667,182 7,089,513 6,077,925 
194,088 194,057 Other (unquoted) Investments at cost .. 55 dà is 52 ix - Де 251,974 218,981 
£5,946,422 £6,861,239 Net Amount carried to Balance Sheet .. on - à ss ae E s £7,341,487 £6,296,906 
4. GOVERNMENT SECURITIES comprising Securities of United Kingdom and (in sup Balance Sheet) Canadian, United 
States and (in 1951) Australian Governments: | 
£16,700,824 £5,422,431 At or under cost, as shown in Balance Sheet .. - ECT sg ws vs £18,648,966 £18,239,790 
#16,873,929  £5,422,431 Value of these Securities at March 3156, 1952, at Middle Market prices P А TA £18,639,259 £18,396,342 
Market Value of Securities, ioguded in the above, deposited a as ecurit with Trustees of _ 
£153,281 £158,375 Pensions Funds .. * si s cé ae Я ore £i £214,676 £220,076 
5.. CURRENT leer de PROVISIONS AND DIVIDENDS » $ 
A 3,789,644 4,380,160 Trade and Other Accounts. dx E - ie a е SA 6,003,845 5,057,756 
750,000 Temporary Deposit by an Associated Company Fe 25 ЕЕ ES oe 24 ae 750,000 
2,751,079 3,797,723 Taxation + ae <x iv ES T 4,562,055 3,460,035 
E 451,000 751,771 Provision for Staff and Executive Directors’ Pensions .. Но ae m oe ais 820,131 508,290 
282,358 103,317 Provision for Deferred Repairs and Renewals .. xm 2s 55 ds vs 103,680 295,837 
52,500 52,500 Dividend (less tax) on Preference Stock accrued to date "S ate PR oa 52,500 52,500 
330,000 Second Interim Dividend of 24 per cent (less tax) on Ordinary Stock, paid on April 4th, 1951 .. 330,000 
787,500 787,500 Final Dividend (less tax) on Ordinary Stock proposed to be paid on July 315, 1952 vs 787,500 787,500 
£9,194,081 — £9,872,971 Amouat carried со Balanze Sheet .. os “a ix 25 а ae ad .. £12,329,711 £11,241,918 
6, CAPITAL RESERVES ; | 
e £ £ 
500,000 500,000 Post-war Refund of Excess Profits Tax, amounts received .. a aet xis 309, 333 500,333 
750,000 367,521 Reserve against Government Securities (see Note 3 (2) ss 755,568 
4,883,993 6,796,667 Reserve towards increased cost of replacement of Fix: Assets en Note 3 фу . aA ee 9,360" "792 6,780,505 
Reserve against increased cost of ‘replacement of raw materials and other stocks (see 
600,000 5,400,000 Note 3 (c)) ms xs oe = e m $e s 5,630,774 2,710,774 
ж 16391 16, 61; :591 General Reserve (see Note. 3 (9). ix ig ee es m kw - EN 18,366,445 16,998,082 
£25,053,104 £29,675,779 Amount carried to Balance Sheet .. s vs 2 .. E es Ee t Urs £34,725,865 £27,745,262 
7. REVENUE RESERVES 
£ £ Reserve for United Kingdom Income Tax based on profits for the year to March 3156, 1952 £ £ 
(see Note 1) and (in Group Balance Sheet) United Kingdom Texes also on profit and 
4,163,679 4,132,919 loss balances of overseas Subsidlarles (see Note 4 (a)) se aw ХА "m 5,024,330 4,808,444 
2,957,595 3,420,700 Reserve for Tax deferred by initial allowances (see Note 4 ()) А ае .. ats 3,518,950 3,026,595 
1,000,000 1,000,000 Reserve for Contingencles . + M ve КЕ ae 5 gv - .. 1,000,000 ,000,000 
6,000,000 6,000,000 General Reserve (see Note 4 (о) s x4 is «а ie ie a 7,488,605 7,330,691 
656,877 "745, 366 Profit and Loss Account (see Note 4 (2) x МИ aa .. ae xn vi 1,180,158 1,240,377 
£14,778,151 £15,298,985 Amount carried to Balance Sheet .. oh vx s si gu ax is e £18,212,043 £17,406,107 








REPORT OF THE AUDITORS TO THE MEMBERS OF COUETAULDS LTD 
Ла our opinion and to the best of our Information and according to the explanations given to uss 


(i) The balance sheet of the company, as set out cn page 5, with the group accounts and the annexed schedules and notes gives a true and fair 
view of the state of the company's affairs as at March 31, 1952, and 


(ti) The group accounts, comprising the consolidated balance sheet and annexed consolidated profit and loss account, and annexed schedules and 
notes give, from the standpoint of the members of the company, a true and fair view of the state of affairs as at March 3ist, 1952, and 
of the profit for the year ended on that date of the company and its subsidiaries, so far as is practicable having regard to the fact that 
accounts of some of the subsidiaries are made up to a different date and cover different periods from those of the company. 


We have obtained all the information and explanations which to the best of our knowledge and bellef were necessary for our audit. In our opinion 
the company has kept proper books of account, and the above-mentioned balance sheet of the company, which is in agreement therewith, gives with the 


group accounts and the schedules and'notes in the prescribed manner the Information required by the Companies Act, 1948, as modified by the Board 
of Trade with regard to fixed assets, z 
"W.ELLES-HILL & CO 


у Chartered Accountants, 
Jane 12th, 1952 PRICE WATERHOUSE & CO 


Publicizing the Goods a maroon-colour2d damask, is a further example of 


‘Everyone knows what acarpetis, but many sharehold- *he company’s products. Actually, it is a new type 
ers iii others have often asked the e “What ОЁ Plastic cloth developed by the company under the 
is a moquette?" ° The quotation is from the annual dunk Pici eds ашу ачаг 
publication of Associated Weavers Ltd, whose direc- DE me со ака Юр АНИ 
tors provide the answer by the insertion in a pocket on Tuo ee ено века сам 


D. : obvious book-binding possibilities. 
e inside of the back cover of ‘an example of our In the context of the report and accounts, the 


latest production ~ a twin pile weave uncut moquette, exhibition of these products of Associated Weavers 
mothproofed and sold under our branded name, puts life into the annual publication. Not many 
““Weavercraft”.’ The material, of course, is a furniture companies can tkus display their wares, but those 
covering. . that can, miss an opportunity if they present their 

The cover of the publication, with an appearance of figures without embellishment. 


* 
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Executors and Administrators 
Fifth Edition 


by N. E. Mustoe, M.A., LL.B., of Gray’s Inn, 
Barrister -at-Law, with Executorship Accounts 
by J. J. Walsh, A.A.C.C.A. 


(Butterworth & Co (Publishers) Ltd, London. 27s 6d 
net; 28s 4d by post) 

Mustoe has long been used by students of several 

professions as the recognized text-book on executors 

and administrators. The present edition, like its 

forerunners, presents a clear and lucid basis for 

embarking on a study of this most difficult subject. 

There is a number of changes in the new edition 
which will be acceptable to students; for example, the 
doctrine of hotchpot has been treated more fully and 
it should now prove sufficient for most examination 
purposes. 

The development of income-tax law has necessitated 
an additional chapter on annuities. The examples 
have been revised, others have been added, and 
they should prove especially useful to accountancy 
students. 

Company Accounting 

by J. F. Bateman, B.Com., A.C.A. 

(Stevens & Sons Ltd, London. 30s net) 
The fourth of a series of practical studies in business 
law and administration, this volume deals with the 
relationship of a limited company with its members 
and with other persons interested, directly or in- 
directly, in its trading or financial position. It out- 
lines the circumstances which have made it necessary 
for the company to account for its activities, examines 


how this obligation is honoured in practice and | 


stresses the importance, in this connexion, of the 
relevant recommendations on accounting principles 
which, even if they have not become obligatory by 
law, are so much respected as to be generally observed. 

Much of the material in this book should already 
be known by the practising accountant or company 
secretary, but there is so much constantly to remem- 
ber on the subject that such a survey is always 
valuable especially when, as in this case, the author 
has the gift of lucid and straightforward interpre- 
tation. 


The Elements of Punched-card Accounting 
by Harry P. Cemach, A.C.A., A.I.L. 
(Sir Isaac Pitman & Sons Ltd, London. 185 net) 
This publication is not intended to form a detailed 
guide to the actual operation of the equipment 
involved, but rather to describe the sort of informa- 
tion that can be produced by various methods of 
punched-card accounting. It deals with both the 
purely mechanical methods of Power-Samas and 
Hollerith, to which the greater part of the book is 
devoted, and also the hand-methods of Findex and 
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` in Chapter 5 must remain to be seen. 
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Paramount. The principles on which punched-card > 
accounting operates and the possibilities which these 
methods of tabulating and analysing accounting and 
statistical data can provide are most usefully and 
clearly described. Although naturally no one method 
is recommended in it, a close study of this volume 
should help considerably in deciding on the most 
suitable equipment for the requirements of the 
organization concerned. For those already using such 
methods, it may suggest further useful developments 
from the existing system. An appendix deals with the 
audit aspect of punched-card accounting and there is 
a useful list of suggestions for further reading. r 



















Accounting and Costing in the Paint Industry ' 


(The Paint Materials Trade Association, Surbiton, 
Surrey. 305 post free) 

This manual is the development of a preliminary 
survey by the Association published in 1948, and, in 
its new form, constitutes an authoritative guide. The 
text is liberally amplified by specimen forms and 
appendices and if, as the Council hopes, the work is 
widely circulated among, and studied by, all levels 
of management, it should help notably towards » 
unifying the costing and accounting systems of firms 
engaged in paint manufacture and thus make for 
greater efficiency throughout the industry. 


Directors’ Remuneration for Tax Purposes 
(including Excess Profits Levy) 


by Philip Fisher, F.C.A. 


(Clarity Publications Ltd, 634 Great Russell Street, 
London, WC1. 21s 6d post free) 

This book bears a preface dated April 15th, 1952, 
when the Finance Bill, 1952, was in its early stages; 
this must be borne in mind in considering any claim 
it might have made to speak authoritatively of the 
excess profits levy. It is a courageous work, which 
has the merit of original thinking, but we feel that ~ 
some readers may remain unconvinced of many of 
the conclusions which the author draws. 

There is an analysis of the status and duty of com- 
pany directors and naturally a good deal on the 
meaning of directors’ remuneration. Whether ‘re- 
muneration’ has the narrower meaning contended for 


Chapter 15 which deals with ‘Error or Mistake’ 
contains an error. The ‘practice generally prevailing’ 
does not mean ‘the established practice according to 
law’—see Carrimore Six Wheelers Ltd v. C.LR. 
([1944] 23 A. T.C. 192; 26 Т.С. зот) where hoarding" 
rents admittedly assessable under Schedule A were 
included in Case I, Schedule D. 

It seems that the author has perhaps not fully 
appreciated that in the interpretation of a taxing Act 
equity plays no part. 
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Statistics and their Application to Commerce 
by A. Lester Boddington 
“Revised 10th edition by A. R. Ilersic, B.Com., 
F.S.S. i 
(H.F.L. (Publishers) Ltd, London. 25s net) 
The present edition has been completely revised and 
rewritten by the present editor; this is a welcome 
change from the policy of many editors who prefer 
to revise the previous editions by means of annota- 
tions and appendices, which, after a number of 
editions, quite often occupy more space than the 
text itself. 
This book is intended to serve as an introduction 
to statistics for students and others who require 
м some knowledge of this subject in their professions 
and in commerce. The absence of complicated 
formulae and proofs will be appreciated. This book 
will be warmly welcomed. 


Corporate T'rustees 

by D. R. Marsh . 

(Europa Publications Ltd, London. 255 net) 
This book gives an historical account of the develop- 
ment of corporate trustees from the beginning of the 
| century to the present day, and while it is principally 
. an economic history it will be of much interest to 

i ethose concerned with the subject. 

It has often been said that the lot of a trustee is not 
a happy one but this can hardly apply to corporate 
trustees when their expansion during the first half 


Settlements on Minor Children 


SIR, – I refer to Mr John W. Bankes’ letter (your 
issue July ту) regarding Mr Simon's article in 
your issue of May 24th on the above subject. Mr 
Simon had suggested that in order to avoid the 
difficulty inherent in Section 398 (2) (5) of the In- 
"come 'l'ax Act, 1952, the settled property and the 
accumulations of income should not vest in the 
beneficiary until he attains the age of 22 years or 
alternatively on April 6th following the attainment of 
his majority. Your correspondent suggests that this 
course may involve liability to estate duty on the 
value of the settled property and that therefore it is 
better to rely on a published extra-statutory con- 
cession which in effect exempts from the operation 
of Section 398 (2) (6) the release of accumulated income 
to a beneficiary on the attainment of his majority. 
The question of liability to estate duty in relation 
to settlements of this kind may be of wider interest 
since the conditions are common to all settlements 
under which the period of accumulation of income 
extends beyond the beneficiary's twenty-first birthday. 
The effect of Section 164 of thé Law of Property 
Act, r925, in relation to such settlements is that 
accumulation of income is only valid during the life 
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of the century is considered. Marsh provides a 
welcome addition to the limited number of books on 
this subject. 


Shirtsleeve Economics 
by Dr William A. Paton, Professor of 
Economics, University of Michigan 
(Appleton-Century-Crofts, Inc., New. York. 
$4.00 net) 

The theme of this book — that we cannot consume 
more than we produce and that increased production 
alone can raise the standards of living – is not new 
but it is so often forgotten that it has constantly to be 
restated. Dr Paton does so at some length but in a 
forthright and refreshing fashion which takes much of 
the ennui out of economics. Indeed, one might almost 
call it the ideal holiday book but for the fact that, 
behind its informal facade, it is a deadly serious call 
to duty. Although Dr Paton is concerned principally 
with the American economic scene, the morals he 
points have a world-wide application. 


SHORTER NOTICE 


Кналкт AND BLus, by Colonel Ronald Sherbrooke- 
Walker, T.D., D.L., F.C.A. (The Saint Catherine Press 
Ltd, London. ros 6d net). To anyone who served in 
the Royal Air Force Regiment during the last war, 
this personal record of its origin and development, 
by a member of the Institute, should be of consider- 
able interest. 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


of the settlor or the minority of the beneficiary, 
whichever- is the longer period. If the settlor dies 
after the beneficiary has attained his majority but 
before he becomes entitled to a vested interest 
Section 164 prevents further accumulation of income. 
This section must however be read in conjunction 
with Section 31 of the Trustee Act, 1925, which 
provides that in such circumstances the income is 
thenceforth to be paid to the person previously 
entitled to a contingent interest, for the remainder 
of the stated period of accumulation. It is important 
to note, however, that Section 41 only applies where 
the terms of the settlement do not contain any 
contrary provision and where the trust 'carries the 
intermediate income of the trust fund’, i.e. where 
the income is being accumulated for the benefit of 
the same person or group of persons as is entitled to 
the settled property when it vests. 


Where a period ofeaccumulation of income is 
broken by the operation of Section 164 on the death 
of the settlor and Section 31 applies so that the income 
for the remainder of the stated period of accumula- 
tion is paid to the contingent beneficiary, estate duty 
is chargeable only on the value of that income, 
namely, the estimated value as at the date of death 
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of the income which will arise during the remainder 
of the period until the property vests. For example, 
where the beneficiary attains a vested interest at the 
age of 22 years the property subject to estate duty 
is one year’s income at the most. 

The case of Re Bourne’s Settlement Trust to which 
your correspondent refers is a particular example of 
the type of case where Section 31 of the Trustee Act 
does not apply because the trust does not carry the 
intermediate income. In that case the accumulated 
income fund ultimately went to a different group 
of beneficiaries from the original settled fund. As 
Section 31 could not apply, the effect of Section 164 
of the Law of Property Áct, 1925, was to prevent 
further accumulation of the income without: making 
any alternative provision for its disposal and there was 
consequently a resulting trust in favour of the settlor's 
estate. It is only where there is this reversion of an 
interest to the settlor's estate that liability to estate 
duty on the whole of the settled property arises. 

Yours faithfully, 
Sunderla JOHN H. LUNDY. 


Recommendation XV 


Sir, — Recommendation XV of The Institute of 
Chartered Accountants in England and Wales (see 
The Accountant dated May 31st, 1952) draws atten- 
tion'to ‘the desirability of . . . (c) experimenting with 
methods of measuring the effects of changes in the 
purchasing power of money on profit . . .'. This 
necessarily poses two fundamental questions: (a) 
What are profits?; and (b) How are profits derived? 

Study of (a) will inevitably lead to the answer that 
profits must be expressed in terms of money, and 
thus to the conclusion that profits are the difference 
between money cost and money revenue; in other 
words that ‘historical cost should continue to be the 
basis on which profits . . . are computed’. 

Study of (5) is long overdue. Research will show 
that profits are derived from two sources: (i) remuner- 
ation for services, i.e. effort; (ii) changes in prices. 
The solution to profits accounting problems caused 
by changes in the price level lies in the analysis of 
money profits between these two sources, e.g.: 


Мет PROFIT FOR THE Year derived from: £ 





(i) Effort .. zs 213,000 
Gi) Changes in prices: 
(a) Inventory gains .. «+ 126,000 
(b) The difference between de- 
preciation, calculated on 
replacement cost (£215,000) 
and on historical cost 
(£100,000) .. . 115,000 
241,000 
£454,000 


Balance sheet accounting problems similarly need 
fundamental research. The crucial problem is whether 
the conventional summarized and classified list of 
balances, described by traditional phraseology, can 
ever give a ‘true and fair view’. If it does not, then 
some other way in which to picture the state of affairs 
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of a business must be found. It is conceivable that 
this may go well beyond the limits of book-keeping 
technique; in other words, be much more than a, 
‘balance sheet’. 

: Yours faithfully, 

Dartford, Kent. W. 8. HAYES. 


'The Profit Ratio. 


Sir, – Mr T. 5. McAlpine's article in your issue of 
July 26th, though stimulating, overlooks a point of 
some importance. If profit were based on the cost 
of direct labour and overheads only, it would, as Mr 
McAlpine implies, be based on costs which vary less, 
or more slowly than, those of raw materials. Hence, 
production remaining unaltered, unless other factors 
had the effect of constantly varying the annual cost of ’ 
direct labour and overheads to an extent at least 
proportionate to that of the variations in general price-" 
levels, the result would be that profit would vary less 
than prices in general. This would mean that the 
usefulness, or purchasing-power, of annual profit 
would-diminish if inflation occurred and increase if 
deflation occurred. The difficulty experienced by 
industry of replacing fixed assets at prices made 
higher by inflation would in all probability soon be 
aggravated. The result just described would not occur 
if the percentage of profit were suitably altered as 
occasion arose; but that is a factor which seems to* 
have no bearing on Mr McAlpine's argument. 

For the real usefulness, or purchasing-power, of 
annual profit to remain unaltered, the monetary 
amount of it should bear relation to prices in general. 
Extreme cases excepted, where volume of production 
does not vary appreciably, a reasonably reliable, 
though perhaps underpainted, picture of price-levels 
obtaining at any particular time is given by total cost; 
for the latter ignores no specific item, but takes 
account of the costs of materials, services, and wealth- 
consumptions of widely differing kinds. P 

As Mr McAlpine implies, it is doubtful if profit 
should be different merely because materials are 
supplied instead of bought. Perhaps the best solution 
would be to base profit, in all cases, at a reasonable* 
rate, on total cost (i.e. cost including cost of materials). 
Profit would then be reasonable, and should remain 
so if price-levels were to rise or fall. 

Where a manufacturer, by introducing improve- 
ments, enables output to be increased without a rise 
in the cost of direct labour and overheads, and then 
benefits the consumer by taking a smaller profit per 
article and reducing selling-price considerably, there 
seems to be no reason why his enterprise should not 
be rewarded by a reasonably higher annual profit. 

Perhaps it can be said, however, that the whole 
question is to a large extent theoretical. Where prices, 
are not controlled, the tendency is for manufacturers" 
to consider the state of the market and be guided 
thereby, rather than to adhere rigidly to a profit of 
unvarying percentage on cost. 

Yours faithfully, 


Boston, Lincs, LEONARD HUGHES. 
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THE ROYAL COMMISSION 
FURTHER ORAL EVIDENCE 


The last public session before the summer vacation of 
the Royal Commission on the Taxation of Profits and 


Income was held in the Hall of the Society of 


- 


Incorporated Accountants and Auditors on August rst 
last. Mr Geoffrey Crowther and Mr Roland Bird, 
Editor and Deputy Editor of The Economist, gave 
evidence supplementary to two written memoranda, 
one of which was submitted by them jointly and is 
referred to in a leading article in this issue, and the 
other of which was the work of Mr Crowther alone. 
Afterwards, Mr S. P. Chambers gave evidence on 
behalf of the Federation cf British Industries, chiefly 
in connexion with a supplementary memorandum of 


the Federation which contains statistics in support 
of its argument that the volume of real capital re- 
quired by industry was inadequate. This memoran- 
dum was p-oduced to the Commission in compliance 
with a request of its former chairman at the public 
session helc on November ist of last year. Another 
memorandum discussed at the last session was the 
reply of the F.B.I. to the Millard Tucker report.! We 
referred to this further memorandum in our issue of 
February 23rd, 1952, at page 195. 

Mr Chambers was LONE by Mr C. D. Hellyar 
and Mr A. G. Davies. 


MESSRS CROWTHER AND BIRD 


A Separate Corporate Tax 


Mr Bird elaborated a proposal for a separate tax on 
company profits. It would be essentially a tax on 
retained profit but as a matter of convenience the tax 
could be levied on total profit and the appropriate 
proportion could be deducted from dividends as an 
instalment of the tax which the shareholder would 
eventually pay on the dividends. He agreed that this 
incorporated a feature of profits tax which was the 
subject of criticism, namely that the tax fell eventually 
on the equity shareholder, to the exoneration of other 
persons interested in the company. However, he 
thought that in the case of large companies the identity 
of the equity shareholders with the company was 
rather remote. He confirmed to Mr Millard Tucker, 
the deputy chairman, that the removal of the alleged 
discrimination against retained profits would apply to 
all companies, large and small. For a definition of re- 
tained profit the excess profits tax conception of 
‘capital employed’ could be used. Avoidance could be 
dealt with by modified ‘company sur-tax provisions’. 
Mr Millard Tucker said these were difficult to apply in 
practice; it was not easy to say what a board of directors 
really had in mind when they put profits to reserve. 


“Then there were partnerships and individual traders. 


Proposals such as the present sounded very good when 
initiated but the considerable practical difficulties were 
not always realized. Mr Crowther said only a minority 
would cheat, but Mr Millard Tucker thought the con- 
trary. Moreover it would add new difficulties if the 
Special Commissioners had to decide precisely what 
was a reasonable amount of profit to retain; they did 
not have to do that under the present provisions. The 
witnesses promised to supply examples showing how 
their proposed company tax would apply. 


Maintenance of Industrial Capacity 


Asked by the chairman how industry stood in relation 
to the maintenance of productive capitel, the witnesses 
said that statistics prepared from published accounts 
were unlikely to be of real help since accounts figures 
gave no reliable indication of the real nature and state 
of the assets covered by them. As a general impression 
they would say that concerns carrying a high proportion 
of current stocks were under a financial strain in the 


last few years. With fixed assets it was impossible to say. 

The chairman, Lord Radcliffe, said that what strain 
there was must be unequally distributed and that for 
companies with long-lived assets the strain was de- 
ferred until replacement became necessary. Another 
factor was the individual company’s financial policy in 
past years, which might vary from extreme prudence 
to the opposite. The shrinkage in liquid resources 
since the end of the war was not in itself surprising in 
view of the extensive re-equipment which had taken 

lace. 

Asked about the future, Mr Crowther said that at 
present it was physical shortages and controls which 
obstructed replacement of fixed assets. The time when 
those hindrances were removed might well be a time of 
low profits, but it was impossible to say now what 
would be the precise position. Mr Bird agreed that 
apart from physical control, it would be costly to raise 
vast sums for equity capital; the private equity investor 


had n aad 


Replacement Cost Accounting 


Mr Millard Tucker said that advocates of replacement 
cost accounting put forward different grounds; some 
said it was a matter of public policy to see that industry 
was enabled to maintain its real capital, others said that 
as a matter of accountancy the cost of capital used up 
in producing profit should be calculated at its present 
value instead of its historical cost. Mr Crowther said 
he based his argument on both grounds but placed the 
greater emphasis on the second one. As an economist 
he would say that depreciation should be priced at its 
real cost, not on the basis of pounds spent years ago 
which were not the pounds of today. That would bring 
accounts into accordance with reality. 

He told Mr Carrington, another member of the 
Commission, that he had not thought deeply about the 
question of whether a cqrresponding adjustment should 
be made to allow for the fall in the real burden of those 
debts which had been incurred when money was more 
valuable. Mr Bird said that as regards stock valuation, 
the taxpayer should have the option to adopt Liro but 
it should be irrevocable. Mr Crowther added that a 





1 Cmd. 8189. 
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satisfactory system of excluding profits and losses 
arising from rises and falls in the price of stocks would 
be a valuable stabilizing factor in relation to booms and 
slumps. | | 

Sir Harry Gill, another member of the Commission, 
asked why replacement cost basis should apply only to 
stock and fixed business assets; there was surely an 
analogy with money invested in fixed interest securities. 
Mr Bird pointed out that business fixed assets deterio- 
rated through wear and tear, the cost of that wear and 
tear was going up, just as wages had been going up. 


Universal Personal Tax 


The chairman referred to witnesses’ proposed universal 
personal tax at a flat rate, and wondered if they had 
followed out its implications. There were many incomes 
not susceptible of deduction of tax at source. Mr Bird 
agreed- there must be exceptions, the details would 
have to be worked out. He confirmed that the tax would 
not be annual but would be confined to each week or 
month. 

Mr Crowther told Miss Sutherland, another member 
of the Commission, that the complementary sur-tax 
could start at some figure higher than the £600 shown 
in the memorandum. Even at {600 the number of 
people assessed would only be roughly the same as the 
number assessed to income-tax before the war. As for 
the universal personal tax, he did not.think the very 
low income groups should be included; there was a 
psychological benefit from making themi pay direct 
tax. Admittedly those people who were paying for the 
first time would not welcome it, but all taxation was 
unpopular. He did not agree with Mr Crick, another 
member of the Commission, that a flat rate tax would 
remove the sense of fairness which P.A.Y.E. gave; the 
ordinary man had not the faintest idea how his tax 
deductions were arrived at. Nor did Mr Crowther agree 
that tax in individual cases was too small to trouble 
about; in his own personal experience the Inland 
Revenue spent hours arguing about shillings. 

Mr Carrington said that the proposal would bring in 
a very large number of new taxpayers with consequer:t 
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strain on the administration. He quoted the five million 
people shown in the last Revenue report as being 
excluded from income-tax by their personal reliefs. Mr, 
Crowther said that the very fact that they were in-? 
cluded in the report showed that the Inland Revenue 
had had to consider their individual cases. He could 
not suggest how to catch the people who did spare- 
time work without paying tax on it, but he thought 
that, under a flat rate tax, the position would be no 
worse than it already was in that regard. : 


Husband and Wife 


Mr Crowther told Mr Millard Tucker that the aggre- 
gation of the incomes of husband and wife arose from 
historical causes, which there were grounds for saying 
had ceased to operate. However, if married couples 
could claim non-aggregation of investment income; 
there would be a wide field of tax avoidance by 
means of settlements and gifts. There was a much 
stronger case for non-aggregation of earned income.’ 
Mr Carrington said that it was doubtful whether 
non-aggregation would cost much to the Revenue. It 
was only in high incomes that the present rules pro- 
duced more tax. A married couple of modest income, 
both of whom were in employment, paid: less tax than 
if they were single. 


Incentives 


Mr Crowther told Mr Crick that the disincentive aec 
of high taxation could not be statistically proved. It 


certainly operated in his own case. Не told Sir Geoffrey = 


Heyworth, a member of the Commission, that the 
general disincentive effect of the present economic 
System was more serious than individual problems. 
'The presence of full employment reduced incentive to 
effort among workers, and the subsidizing of food and 
rents had the same effect. Heavy subsidies, side by side 
with heavy taxes, made it easy to earn the bare neces- 
sities but difficult to earn more. He agreed with Sir 
Geoffrey that the Commission, with its limited terms 
of reference, could do little to alter the general picture 
in relation to incentives.. 


FEDERATION OF BRITISH INDUSTRIES - 


The chairman asked Mr S. P. Chambers, who appeared 
for the Federation of British Industries, what was his 
view of the criticisms which the Inland Revenue ard 
the Trades Union Congress had made of the Federa- 
tion’s case study of the finances of eighty companies. 
Mr Chambers said the figures had not been compiled 
for the purpose of reinforcing the Federation’s tax 
argument. The inquiry had been begun in 1950 when 
the Federation was already concerned about the 
maintenance of real capital, price policy, and dividend 
policy. They had been impressed by the fact that price 
control of a certain product, being based on historizal 
instead of current cost, had produced a maximum price 
so low that production was uneconomic. The committee 
of the F.B.I. which made the inquiry was not a tax 
committee. 

In the course of the inquiry they had circularized 
over 200 members but some found the work too 
onerous, some had not the requisite information, and 
some gave answers which could not be right. Of the 
remainder, the larger companies predominated, but 
for small companies the results would be the same. In 
any case they were extending the sample and bringing 


it up to date, but. whether the new figures would be 
available before the Commission reported, he could 
not say. The Federation would be happy to see the.” 
same inquiry carried out by an impartial organization. 

'The chairman asked was it not strange that, according 
to the case study, a rise of over 30 per cent in both 
turnover and employees should not be accompanied by - 
an increase in fixed assets? Mr Chambers said that 
hours had been reduced and there had been more 
employment of part-time workers, while some of the 
increase in turnover was accounted for by a rise in 
indirect taxation. The increase in real production was 
probably not so much as a third. That increase could 
be accounted for by a more intensive use of what plant 
there was. The system was so tightly stretched that 
another disadvantage arose, namely the difficulty of 
introducing changes in production methods. Industry 
just carried on, and pushed the question of obsoles- 
cence into the background. 

'The chairman said another surprising thing was the 
fall in average fixed assets per employee, which accord- 
ing to the case study was £628 in 1938 and only £424 
in 1949. Mr Chambers again cited shorter hours, 
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married women, and the increase of non-productive 
workers, for instance, the people employed computing 
tax liability. 

Asked about distributions, Mr Chambers said that if 
accounts had been kept in the way the F.B.I. sub- 
mitted they should be kept, segregating the part of the 
profit needed to maintain real capital, then the actual 
distributions made would be shown to have been too 
high in many cases. It suggested that profit margins 
were too low. The significant figure in the case study 
was the actual reserve for depreciation made in 1949, 
as against the reserve which should have been made. 

Later Mr Chambers said the F.B.I. and the Revenue 
approached the matter of profit computation in dif- 
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ferent ways. The F.B.I. wanted to deal with income in 
a proper manner, as an economist would understand it. 
The difficulties in the way were not so great as had 
been made out. He commended to the Commission the 
judgment in the case of Anaconda American Brass in 
the Canadian Exchequer Court, which was concerned 
with stocks. Mr Millard Tucker thereupon commended 
to witness the arguments used by each side in the 
Staveley arbitration. (This was to determine the value 
of the shares in the Staveley Iron and Chemical Com- 
pany for the purpose of compensation under the 
Iron and Steel Act, 1949. The Iron and Steel Arbitra- 
tion Tribunal announced on July 24th that its award 
would be reserved.) 


AIDE-MEMOIRE 


Since its appointment, the Royal Commission on the 
"I'axation of Profits and Income has met in public for 
the hearing of oral evidence on seventeen occasions, 
and many of our readers have expressed their keen 
interest in our reports and comments. We feel therefore 
that the following details will be of value. 

The announcement of the appointment of the Rt. 
Hon. Lord Cohen as chairman of a Royal Commission 
was made on October 24th, 1950. On December 14th 
the names of the members and terms of reference of 
the Commission were published and the Royal Com- 
mission formally came into being when the Royal 
Warrant was signed on January 9th, 1951. Later that 
month the Commission announced that it was pre- 
pared to receive representations in writing: (a) on the 
general structure of the present system of taxation; 
(b) on particular matters relating to income-tax, sur- 
tax and excess profits tax; and prepared to begin taking 
oral evidence in June 1951. 


Chairman and Members 


Since the Royal Commission was appointed, the 
only changes in it$ membership have been at the head. 
Lord Radcliffe of Werneth, the present chairman, was 
appointed on April 28th, 1952, in succession to Lord 
Waverley who succeeded the original chairman, Lord 
Cohen, on February 26th, 1952, and resigned three 
days later. Lord Cohen had been chairman for just 
over a year, and had resigned at the end of 1951 on 
being appointed a Lord of Appeal in Ordinary. 

The members of the Commission are: Mrs Vera 
Anstey, Mr Herbert L. Bullock, Mr William S. 
Carrington, Mr Wilfred F. Crick, Sir Harry Gill, Mr 
John E. Greenwood, Sir Geoffrey Heyworth, Mr John 
R. Hicks, Mr Nicholas Kaldor, Mr William J. Keswick, 
Miss Lucy S. Sutherland, Mr J. Millard Tucker, Mr 
George Woodcock. Mr E. R. Brookes is the secretary 
and Mr D. G. Daymond, assistant secretary. 


Oral Evidence 

During its public sittings the Roval Commission 
has heard evidence from some thirty witnesses or 
groups of witnesses. 

Every public meeting of the Royal Commission has 
been reported in our columns in detail and each of our 
reports has been the subject of a leading article in the 
same issue— the first issue to go to press after each 
meeting. 

For the benefit of our readers we give below the 
dates of our issues containing these reports and articles. 


First and second meetings, June 3oth, 1951; third meet- 
ing, July 28th, 1951; fourth and fifth meetings, November 
roth, 1951; sixth and seventh meetings, December tst, 1951; 
eighth meeting, June 7th, 1952; ninth and tenth meetings, 
June 21st, 1952; eleventh and twelfth meetings, July sth, 
1952; thirteenth meeting, July 12th, 1952; fourteenth meet- 
ing, July 19th, 1952; fifteenth meeting, July 26th, 1952; 
sixteenth meeting, August and, 1952; seventeenth meeting, 
August oth, 1952. 

Written Evidence 


Much of the written evidence submitted to the 
Royal Commission has been reproduced in our 
columns in whole or in part, or in a summarized form. 
'The following is a list of those individuals or bodies 
whose evidence we have published or mentioned, 
together with the dates of the relative issues of The 
Accountant: 

Association of British Chambers of Commerce, November 
loth, 1951, August 2nd, 1952; Association of Certified and 
Corporate Accountants, June 16th, 1957, April 12th, 1952, 
July rath, 1952; Association of Her Majesty’s Inspectors of 
‘Taxes, June 7th, 1952; Association of University Teachers 
of Accounting, June 7th, 1952; Mr T. Balogh, July sth, 
1952; Mr H. S. Booker, June 7th, 1052; British Bankers’ 
Association, August 4th, 1951, December 1st, 1951; British 
Employers’ Confederation, June 21st, 1952; British Over- 
seas Mining Association, July 12th, 1952, July roth, 1952; 
Sir Henry Clay, July 19th, 1952; Council of British Shipping, 
September 1st, 1951, July 26th, 1952, August and, 1952; 
Messrs G. Crowther and R. Bird, August gth, 1952. 

Fabian Society, July 19th, 1952; Federation of British 
Industries, September rsth, 1951, November roth, 1951, 
August 9th, 1952; Mr R. F. Harrod, July 5th, 1952; Messrs 
А. T. Haynes and R. J. Kirton, June зоб, 1951; Mrs 
Ursula Hicks, June 7th, 1952; Mr F. H. Hughes, June 7th, 
1952; Mr H. Nutcombe Hume, December 181, 1951; Inland 
Revenue, July 28th, 1951; Inland Revenue Staff Federation, 
August 11th, 1951; The Institute of Chartered Accountants 
in England and Wales, March 22nd, 1952, March 29th, 
1952, July 26th, 1952; Institute of Chartered Accountants 
of Scotland, June 7th, 1952; Institute of Taxation, February 
23rd, 1952; Issuing Houses Association, June.21st, 1952. 

Leighton Park School, June 16th, 1951; Liberal Party, 
June 3oth, 1951, July 28th, 1951; London and National 
Society for Women’s Service, April sth, 1952; Ministry of 
National Insurance, July 28th, 1951; National Chamber of 
Trade, October 6th, 1951; National Union of Manufac- 
turers, November roth; 1951; Professor F. W. Paish, 
June 21st, 1952; Society of Incorporated Accountants and 
Auditors, "Арт 12th, 1952, August 2nd, 1952; Mr M. G. 
Spriggs, July 14th, 1951; Stock Exchange, June 28th, 1952, 


' July sth, 1952; Trades Union Congress, June 2nd, 1951, 


February 2nd, 1952, June 215, 1952, July roth, 1952; 
Mr P. J. D. Wiles, July sth, 1952; Lady Rhys-Williams, 
June 3oth, 1951. 
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LONDON AND DISTRICT SOCIETY OF ` 
CHARTERED ACCOUNTANTS Nu 


TENTH ANNUAL GENERAL MEETING 


The tenth annual general meeting of the London and 
District Society of Chartered Accountants was held on 
June 26th, 1952, in the Oak Hall of the Institute. The 
Chairman, Mr G. D. F. Dillon, B.A., F.c.a., presided. 

"The chairman said that as the report of the committee 
for the year to March 31st, 1952, had been published 
in The Accountant on June 14th, he trusted the report 
might be taken as read. (Agreed.) 


CHAIRMAN'S ADDRESS 


"The chairman then delivered his address from which 
we reproduce the following extracts: 


Membership 


During the year the membership of the Society in- 
creased by 122, to a total of 2,377. The increase of 122 
in membership shows some improvement over the 
increases that have occurred during the previous two 
years but there is obviously room for further improve- 
ment. I think there is an impression amongst many 
chartered accountants that, being members of the 
Institute, they are automatically members of the 
Society if they live or work in London but I should 
like to make it clear that this is not so. Any member cf 
the Institute living or working in London is entitled to 
join without any kind of payment but he must make 
application to the Secretary for membership, in order 
to avoid the unnecessary expenditure on postage, 
circulars, etc. that must otherwise occur. Amongst our 
new members in recent years, it is gratifying to find a 
number of members of the Institute from outside the 
-London area. According to the rules, the application of 
mernbers of the Institute outside the Society's area must 
come before the committee for individual approval, 
but they can rest assured that the committee welcome 
their joining. 
Meetings 

Attendances at the lecture meetings arranged by the 
Programme Committee were very satisfactory and this 
must indicate that members found the addresses 
interesting and instructive. I am sure you will all join 
with me in thanking the distinguished and very busy 
men who gave us addresses, which obviously they had 
had to prepare in their scanty leisure time. 

The main feature of the addresses arranged was a 
series dealing with the subject of ‘Prospectuses’.1 The 
points of view on this subject of the Stock Exchange, 
the lawyer, the accountant, and the institutional 
investor were explained respectively by Mr F. R. 
Althaus, Sir Sam Brown, Mr Н. A. Benson, F.c.a., and 
Mr Lewis G. Whyte, F.F.A., and I think everyone found 
these addresses most informative. . . 

Mr Frederick Grant, о.с., most kindly gave us ап 
address as soon as possible after the publication of the 
Finance Act, 1951, covering special points raised by this 
Act, and Mr Noel Hall gave us an absorbing account 
of the latest methods of “Training for management’. 





1 See The Accountant, issues dated February 2nd, February 
9th, March 15th and April roth, 1952. 


Mr Sandford Smith, A.C.A., gave an address on 
‘Accounting by electronics’? which I thought was of 
special interest and one which I feel members should 
not fail to bear in mind. The — at least partial — aban- 
donment of accounting by means of written records, 
to which: accountants have been accustomed for 
centuries, looks quite likely to be a development just 
below the horizon; hence accountants may well find 
that they have to accommodate their technique to most ,, 
revolutionary changes. . 

Finally, the Society's thanks are due to Sir John 
Woods, с.с.В., whose witty address at our annuak 
luncheon ‘From the outsiders’ point of view’? was 
one of those speeches which start to make one think 
immediately the applause has died away. | 


Sub-Committees 


The Regional Taxation and Research Committee has 
had a year of exceptionally hard work, chiefly in cón- 
sidering the memoranda drafted by the main Taxation 
and Research Committee for the use of the Royal 
Commission on Taxation of Profits and Income, The 
many intricate points which had to be considered іпт 
this connexion made, I am afraid, a most burdensome 
demand on the time of the committee and our very 
special thanks are due to'its members and tó its 
chairman, Mr R. P. Matthews. 

The Committee for Advice to Members and Articled 
Clerks, I am glad to say, was able to resolve a number of ' 
difficulties referred to it before these had actually 
crystallized into disputes. This committee is always at 
the service of members and articled clerks who. may 
feel that they would be glad to have an independent 
opinion on problems that are troubling them, and they 
need not hesitate to seek a private discussion with the 
committee or its chairman on difficulties that arise over 
partnership matters, articles or etiquette. . . . 

The Joint-committee with the Students’ Society, 
instituted in 1948, has, I think, proved itself of con- 
siderable value this year and discussions that took place” 
in this sub-committee were very helpful to the main 
committee in considering what steps could be taken to 
improve the contact between mernbers of the Society 
generally and its younger members in particular. 







International Congress 


I hope that many members were able to attend the 
International Congress this year and I am sure that 
those who were able to do so will join with me in 
extending their congratulations to the organizers, the 
efficiency of whose work was obvious to everyone. It 
was interesting to learn how little the problems facing 
accountants in the various countries represented, differ 
in kind, however much they may differ in degree. 
Everywhere our difficulties are due to the rise in the 
price level, to increasingly heavy and complex taxation | 
and to the.constant tendency of modern governments to 
increase their sphere of operations and intervention. 








2 See The Accountant, dated February 23rd, 1952. 
3 See The Accountant, dated May 17th, 1952. 
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Discussion Groups 


The committee has felt for some time the need to 
bring about closer and more frequent contact between 
the Society's members. London's character always 
creates difficulties for societies such as ours, since 
London is so largely a city in which people work but do 
not live — or, even if they both work and live within 
London, their homes and offices are generally long 
distances apart. Further, in a society so large as ours, 
no member can know, personally, more than a small 
fraction of his fellow members. 
" The spontaneous formation in recent years of local 
' branches of the Society in Reading and Southend has 
proved, I hope, of value to those of our members who 
live in or near those towns; unfortunately, however, 
those are the only towns in our area which are both 
residential and business centres of substantial but 
compact size. Hence, the committee felt that even if 
the branch method of organization might perhaps in 
time be extended to other smaller towns of more or 
less similar character, it could not possibly be extended 
to London itself. Nevertheless, the need for some 
alternative seemed clear and the Joint-committee with 
the Students’ Society emphasized in particular that if 
at all possible, something ought to be done to replace 
, for our younger members the facilities afforded to them 
by the Students' Society, when they were students. In 
particular a need was strongly felt for facilities for 
general discussion, which cannot conveniently follow 
the addresses we arrange. 

We accordingly decided to investigate the possi- 
bility of promoting unofficial discussion groups of 
which two at least were already known to exist in 
London. Having ascertained, by a circular to our 
members, that discussion groups might well be the 
solution that we sought, a special sub-committee was 
set, up which made contact with the existing discussion 
groups in order to profit from their experience. We got 

: much helpful advice and as a result have drafted a 
circular. . . . This circular explains what we propose 
and therefore I need not go into any details now. 

'The outline of the proposals is that we have made 
arrangements with a number of public-spirited mem- 
-bers of the Society (to whom everyone's thanks are due) 
to'act as convenors of discussion groups, and members 
interested will be invited to select a convenor in the 
district most convenient to them and get in touch with 
him. Any discussion groups that may be formed will 
be quite independent of the Society, and the committee 

. feels strongly that the groups must be free to select 
their own subjects for discussion, choose their own 
convenor and committees, and generally run their own 
affairs as they think best. The committee will, however, 
always be willing to help in any way they can and 
‘contemplates later arranging meetings of convenors to 
see how the experiment is working. We feel that at 
first, discussion groups should raise, and manage them- 
selves, such small funds as they may need, since any 
arrangements under which the Society gave financial 
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help would carry with it, I think, the necessity for some 
kind of control, which we feel should be avoided, but 
this and any other questions that may arise will have 
further consideration when the working of the experi- 
ment has been studied. 

'The committee hope very much that the experiment 
will be a success, since there does seem to us to be a 
real necessity that members should meet together to 
gain mutual advantage from each other's practical 
experience. . . . Whether the experiment is a success 
or not, will, of course, depend on the use members make 
of the facilities we have arranged. 


Hospitality 
Iam very glad that I was able to accept invitations from 
a number of district societies to their dinners. I found 
these dinners most enjoyable and also most interesting 
functions. . . . 

In May the committee and the London members of 
the Council again arranged the dinner for the President 
of the Institute, which I am glad to say has become an 
established practice. It was a great satisfaction to me 
that this dinner afforded an opportunity to return 
hospitality to the presidents of the district societies who 
had so kindly invited me to their dinners. 


Expressious of Appreciation 


` In conclusion I should like to thank all members of the 


committee, on the Society's behalf, for the valuable 
time they gave up to the Society's affairs, and on my own 
behalf for the help they were always ready to give me. 

Our grateful thanks are also due to the staff of the 
Institute, who so readily come to our help in carrying 
out all manner of clerical work for us whenever we ask 
them. Finally, I must refer to our secretary, Mr 
J. W. С. Cocke, T.D., M.A., A.C.A., whose unfailing 
enthusiasm and zeal for the Society's welfare is beyond 
praise: I arn afraid that the time he had to find for the 
Society's affairs, out of a very active professional life, 
may have contributed to an illness from which he has . 
now happily recovered; Everyone who has ever served 
on your committee since our secretary's appointment 
will know how fortunate that appointment was, and I 
found Mr Cocke's help quite invaluable. We are also 
very greatly indebted to Mr Cocke's deputy, Mr J. O. 
Milledge, who admirably filled Mr Cocke's place during 
his illness. 

Elections to the Committee 

No ballot was necessary this year since no nominations 
were received for the places that fell vacant owing to 
the retirements by rotation. The retiring members of 
the committee therefore, being willing to do so, 
continue in office. The only change on the committee 
arose from the replacement, as nominee of the Students' 
Society, of Mr D. T. H. Nicholson by Mr W. K. 
Wells. Mr Nicholson has served most capably on the 
committee since March 1949 and we are all greatly 
indebted to him. I am glad to have this opportunity of 
extending a hearty welcome to his successor. 





Telephone: Victoria 2002 (3 lines) 
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NOTES AND NOTICES 


Personal 


Messrs J. H. PENFOLD & Cuamp, Chartered Account- 
ants, of 2 Marlborough Place, Brighton, 1, and at 


Worthing, announce that they have admitted into’ 


partnership Mr Jason SIDNEY MEYLER, A.C.A., A.T.LL, 
and that the practice formerly carried on by Mr 
MEYLER at 43 Graham Avenue, Brighton, under the 
name of Jason MEYLER & Co, Chartered Accountants, 
has been amalgamated with their own. The joint 
practice will be continued by the three partners, 
Mr J. Н. PENFOLD, J.P., Е.С.А., Mr W. CHAMP, Е.С.А;, 
А.С.1.5., and Mr J. S. MEYLER, A.C.A., A.T.LL, at 
Brighton and Worthing under the style of J. H. 
PENFOLD & CHAM? as hitherto. 

Mr A. HILLEL, A.C.A., of 57 Lincoln Avenue, 
Southgate, N14, telephone number Enterprise 3961, 
announces that he has resigned his Inland Revenue 
appointment and has commenced to practice at the 
above address and at Charter House, 52 Gloucester 
Place, London, Wr. 


Professional Notes 


Mr John C. Welch, F.c.a., of Welch & Co, Chartered 
Accountants, of Peterborough, has been appointed 
chairman of Begwaco Meters Ltd and of Alumeters 
Ltd, an associated company. 

Mr John Adamson, C.A., senior partner of 
McClelland Ker & Co, Chartered Accountants, has 
joined the boards of Bowmaker Ltd, Bowmaker 
(Plant) Ltd, and Norcon Ltd. 


The Sixth International Congress on 
Accounting, 1952 


On Wednesday, July 3oth, the Council of The Sixth 
International Congress on Accounting gave a cock- 
tail party to mark its appreciation of the services 
which had been rendered to the Congress by a large 
number of voluntary helpers. In addition to the 
members of the Council and of the committees of the 
Congress, invitations were extended to the ladies who 
assisted at the Ladies' Information Bureau, hostesses, 
interpreters, liaison officers, students, and to the 
Congress staff, including officials and the staff lent 
by sponsoring bodies. 

By the kind permission of the Master and Wardens 
of the Merchant Taylors Company the ‘party was 
held at the Hall of the Company in Threadneedle 
Street, London, ЕС2. Sir Harold Howitt, the 
President of the Congress‘and Master of the Merchant 
Taylors Company, received the guests. 


After the cocktail party the members of the 
Council and of the standing committees of the Con- 
gress gave a small informal dinner at the Savoy Hotel 
at which Sir Harold Howitt and Mr C. Percy 
Barrowcliff, as President and Vice-President of the 
Congress respectively, were the principal guests. In 
addition invitations were extended to Mr J. C. 
Burleigh and Mr H. G. Judd, the honorary auditors; 
Mr Alan S. MacIver, the secretary of the Congress; 
Brigadier S. O. Jones, the chief executive officer, and 
Mr Derek du Pré, the honorary public relations 
officer. Mr H. Garton Ash, the chairman of the 
Congress Council, presided. . 


South Eastern Society of Chartered 
Accountants 
We have been informed by the honorary secretary of 


the South Eastern Society of Chartered Accountants - ` 


that the following officers have been elected for the 
vear 1952—53: 

President: Mr R. W. Smith, 0.8.£., F.C.A. . 

Vice-President: Mr G. P. Morgan-Jones, M.A., F.C.A. 

Hon. Treasurer: Mr А. S. Watson, A.C.A. 

Hon. Secretary: Mr А. G. J. Horton-Stephens, F.c.a. 

Committee: Messrs R. S. Bastow, F.c.a.; E. W. P. Broad, 
T.D., F.C.A.; J. C. J. Clark, ЕСА D. G. Gordon, А.С.А.; 
Е. O. Frank, F.c.a.; P. D. Irons, A.C.4.; H. A. Kinney, Е.С.А.; 
А. D. Langridge, a.c.a.; J. H. Mitchener, F.c.a.; А, W. 
Miles, F.c.A.; R. D. Pearce, F.c.4.; G. H. Yarnell, F.c.a. 

Local members’ groups are situated at Bourne- 
mouth, Brighton, Canterbury, Hastings, Portsmouth, 
Southampton and Tunbridge Wells, and regular 
meetings of these groups will be held throughout the 
year. . 

General meetings of all members of the Society 
will be held as follows: 

October 3rd, 1952,at Bournemouth: Luncheon, outing and 
tea will be followed by an address by Mr L. W. Robson, 
F.C.A., on ‘Management accounting’. 

November 7th, 1952, at Brighton: Annual dinner. 

February 26th, 1953, at Lewes: Similar arrangements to 
Bournemouth meeting. Speaker to be arranged later. | 

March 6th, 1953, at Maidstone: Ladies’ dinner and dance. 

April 30th, 1953, at Brighton: Annual general meeting. 

Students’ societies at Bournemouth, Brighton, 
Hastings, Portsmouth and Southampton and a 
students’ group at Canterbury will arrange their own 
programmes throughout the year; in addition a 
students’ residential course will be held in Brighton 
during the week October 6th to roth, 1952. 

Any further information may be obtained from the 
Hon. Secretary, Mr A. G. J. Horton-Stephens, F.C.A., 
7 Pavilion Parade, Brighton. 
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HOSPITAL COST ACCOUNTING 


T the request of the Ministry of Health, in 1949, the 
Regional Hospital Board 'lreasurers set up a sub-com- 
mittee ‘to consider hospital costing and to make recom- 

mendations'. The sub-committee issued an interim report in 
June 19501. This added little to the general stock of knowledge – 
such as it was — of the problem of hospital costing, and its main 
proposal – an adaptation of the old-fashioned methods rather than 
the adoption of modern scientific principles, was undoubtedly 
influenced by tradition-the tradition of pre-war and emergency 
hospital practice. The system recommended was accepted by the 
Ministry of Health who ‘felt that it was a scheme which could be 
operated successfully throughout the hospital service and, as a 
beginning, provide a reasonable measure of cost accounting’. It 
has now been in use for a period of four years, and if one may 
judge from the criticisms in both lay and technical Press of the 
figures resulting from the operation of the system (contained in 
‘Hospital Costing Returns’ for the year ended March 31st, 19517, 
the first ‘cost’ statistics published under the system), it can hardly 
be said that it has achieved these objects. The reason is, we 
suggest, a simple one – the system was not designed (as are most 
accounting systems in business) to reveal the cost of each of the 
various kinds of work performed. 

The sub-committee has now issued a second report, and it is 
encouraging to note that this contains a more enlightened examina- 
tion of the subject. Since the issue of the interim report, hospital 
accounting has been in a more or less continuous process of 
change. Financial organizations have been improved, new methods 
have been introduced and, generally, there has been an all-round 
raising of the standard. Doubtless, it is on this account that the 
sub-committee feels emboldened to abandon its previous cautious 
attitude, and to recommend the introduction of a functional 
costing system. This recommendation will be welcomed, not only 
by those who have criticized the existing inadequate system, but 
also by hospital authorities who are keen to secure effective control 
over their expenditure. The warmth of the welcome will however 
be tempered, when it is realized that the costing system now 
proposed is supplemental to, and not in substitution of, the 


` existing subjective system. If, therefore, the recommendation is 


accepted by the Ministry of Health, hospitals will be required to 
maintain two sets of accounts — financial and costing. 

But is there any necessity for hospitals to maintain two sets of 
accounts? We suggest that there is not. A functional costing 





1 See The Accountant, dated July 29th, 1950, at page 99. 


* National Health Service Hospital Costing Returns, year ended March 31st, 
1951. H.M.8.O. 
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system may.surely be so devised that it will form 


- an alternative and not an addition to the subjective : 


system.: Introduced in this way, such a system 
may conceivably bring about a reduction in 


expense and labour. The report góes on to say,” 
‘the time and labour spent on costing will be 


wasted. unless the results obtained аге accepted 
and-used by those responsible for spending’. We 
agree. This being so, it is pertinent to ask if 
the recently published results obtained from the 
operation-of the present system, recommended 
it will be: remembered, by this same sub-com- 
mittee, are accepted and used. If one refers to the 
almost universal criticism of these results, it is 
obvious that they have not served the purpose 
intended. They are indeed a poor consolation 
for the almost. colossal work of tabulation 
involved -in ‘preparing and publishing them. 
As the’ report says, quite rightly, the ultimate 
aim of costing isto assist in management. 
This factor is of underlying importance at 
any time; it'is being forced to the fore at this 
particular moment by the pressure of events, 
demonstrated in the urgent need for effective 
control of hospital finance. . 

The report sets out in four main divisions a 
classified list of the departments to be costed 
separately: (1) patients — (a) in-patients and (b) 


out-patients; (2) special departments — X-ray, - 


physiotherapy, pathological laboratory, farms and 
gardens, canteens and shops, etc.; (3) service 
accounts — transport, steam production, lighting, 


heating, power and water, laundry, etc.; and (4) ` 


suspense accounts ~ patients’ records, dispensary, 
administration, etc. We fail to find an account for 
the ‘kitchen and, incidentally, anywhere in the 
report, a reference to the important subject of de- 
preciation. After the primary objective analysis of 
expenditure to the accounts in the four main 
divisions, re-allocation is made to the accounts in 
Nos. (1) and (2) of the expenditure charged to the 


accounts in Nos. (3) and (4), after making such. 


transfers as. may be necessary from accounts in 
No. (4) to accounts in No. (3). This subject of the 
re-allocation of special and suspense expenditure 
may open up a controversy ag to its necessity. We 
share the view of the sub-committee that it is 
necessary. Without it, the total cost of treating in- 
patients and out-patients is not shown in the 
patients' accounts as, indeed, it should be when it 
is appreciated that the patients' departments form 
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the ‘hard core’ to which all other departments and 
services. necessarily contribute. Because of their 
unusual approach to the problem by. way of the 
subjective analysis, the sub-committee has found 
it necessary to set out a detailed description of 
each subjective heading of account, and the, 
methods it recommends for the primary. objective 
analysis of each. This takes up some twenty- eight 


"pages and опе may question some of the sugges- 


tions. For instance, charging the salaries of the 
matron, deputy and assistant matrons and, 
administrative sisters to;central administration; 
charging as expenditure to the patients’ accounts 
appliances purchased’ for Joan to patients; and 
the purchase. of vehicles as expenditure. 

In exemplification of its recommendations and 
principles, the sub-committee sets out pro forma 
accounts, and several summary cost statements, 
but no figures are inserted: proving the practi- 
cability of their recommendations. Could not the 
sub-committee persuade a few hospitals of various 
types and sizes to try it out? 

Both before and since the National Health 
Service Act of 1946 came into operation in July 
1948, we have consistently advocated the intro- 
duction of a system of departmental accounting 
into hospital finance. We have done so because 
we feel that until hospital authorities know who 
is spending their funds rather than on what these 
funds are being spent they cannot exercise 
effective control over expenditure. They need to 


: know what the various departments are costing, 


and how these costs compare with those for 
similar departments in other hospitals. ‘The sub- 
committee have gone a long way towards making 
this possible — their report is a great advance on 
any so far published on this complex subject – 
and it is unfortunate, therefore, that their 
principal recommendation is to superimpose a 
system of objective accounting on to the existing 
subjective system. 

This could have been avoided by the scrapping 
of the present out-worn system, and the introduc- 
tion of a straightforward departmental system. 
The sub-committee's report is not, however, the 
last word on the subject, as the Nuffield Pro- 
vincial Hospital Trust and the King's Fund for 
London have also been carrying out an investiga- 
tion into hospital accounting and costing. We 
now await their réport with considerable interest. 
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THE ROYAL COMMISSION 
FURTHER MEMORANDA OF EVIDENCE 


HE Federation of British Industries and 
the British Bankers’ Association have each 
submitted a. second memorandum of 
evidence to the- Royal Commission -on the 
Taxation of Profits and Income. The Federation’s 
first memorandum was discussed i in our issue of 
September 15th, 1951. In addition, it submitted a 
memorandum, jointly with the Association of 
British Chambers. of Commerce, to the Millard. 


Tucker Committee in 1949, while last February 
it published another memorandum .on the 
computation ‘of trading profits for taxation 
purposes.! 'The first memorandum of the British 
Bankers' Association was reviewed in our issue 
of August 4th, 1951. : | 

A memorandum has also been submitted by the 
British National Committee of. the International 
Chamber of Commerce. · | 


· FEDERATION OF BRITISH INDUSTRIES . 


The present memorandum of the Federation of 
British Industries treats of particular matters not 
dealt with in the three earlier ones, and, like them, 
it is a very thorough and well-informed document. 


. It attacks profits tax as being wrong in principle, - 


pointing out that this -tax discriminates unfairly 
against industrial and commercial enterprise, 
against.companies' as such, and against the equity 


shareholders of those companies. The Federa-. 


tion would abolish it. or, failing . that; would 
remove- its worst -anońialies, in particular the 
capricious-workings of the distribution provisions. 
Excess profits levy also comes under fire, in 


particular on the score that an excess of profit : 


over an arbitrary standard may. have nothing to 
do with the rearmament which is the ostensible 


justification. for the levy. Other arguments used: 
by the Federation resemble those we put forward. 
in a leading article in: this journal on. March. 
22nd, 1952. Since the memorandum was prepared ` 
the Government have whittled down the rearma-: 
ment programme in favour of increased exports, 


so that, on its own argüment, there ought now to 
be some modification of the levy. 

.The Federation's arguments against a capital 
gains tax follow lines which are now familiar; it 
quotes a number of statistics culled from the 
experience of the United ‘States. 

Other subjects of the Federation’s criticisms are 


the discriminatory nature of the taxation of benefits. 


in-kind enjoyed by directors and higher-paid 
employees, and the harsh working of the rule 


granting expenses for Schedule E. We drew: 


attention to these latter anomalies in a leading 
article in our issue of October 23rd, 1948, under 
the. title ‘Faithful Service thus Repaid’. 

^ | 


· In the course of a detailed examination of the 
system -of personal - reliefs the memorandum 
suggests the raising - of: the upper limit of the 
‘small income’ and ‘agé’ -reliefs in: favour of 
taxpaye-s with domestic responsibilities. Another 
suggestion, which has already Беёп canvassed; is 
that personal reliefs should be expressed as а 
percentage of total income, in order to produce: a 
more realistic differentiation at higher income 
levels between those taxpayers with "domestic 
responsibilities and those without. It is pointed 
out that on ап earned income of £53000, a married 
man with one child pays only 3 per cent less tax 
than a bachelor. As a corollary, the personal 
reliefs should. be extended to sur-tax. The 
memorandum sees no reason for an upper limit 
on earred income relief, but opposes a further 
hardening of rates. on unearned income in. view 
of the fact that this would further discourage 
personal saving. It makes a very timely suggestion’ . 
for the rationalization of.the various reliefs that 
now go under the. name.of ‘housekeeper’. As for 
married couples, it. would adapt. the. United 
States system under which, broadly speaking, 
two spouses are treated as. separate. individuals, 
with apportionment of joint reliefs, unless they 
opt for separate treatment. This.would do away 
with undesirable prying into the taxpayer's 
domest:c life.. 

The attack which the БРЕ du makes on 
the Sckedule A system of deduction at source is ' 
perhaps a little too strong. It cites twenty-two 
allegedly different circumstances as determining 
the person upon. whom Schedule A tax on-a 


1 See The Accountant dated February. 23rd, 19 52, page 195» 
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particular property is to be ‘charged’. This list, 
however, exaggerates the complexity. The fact is 
that the present rules are most carefully contrived 
to protect the Revenue from evasion and avoid- 
ance. If the suggestion were adopted of direct 
assessment under Schedule D, there would be a 
very considerable amount of avoidance and an 
enormous increase in the number of ad hoc annual 
assessments; for it must be remembered that a 
single Schedule A assessment may cover the 
liability of several different persons who are 
interested in the property assessed. This is not 
to say that the present rules could not be improved. 
The recent consolidation has done very little in 
this direction; the obvious first step is to reassort 
the various provisions into some kind of order. 

There is a great deal to be said for the Federa- 
tion’s suggestion thet premises used for business 
purposes be thereby exempted from Schedule A, 
since the Schedule A assessment must in any case 
be deducted in arriving at taxable profit. There is 
already a parallel in the treatment of Schedule B, 
no Schedule B assessment being made when a 
trade is carried on on the land in question. 

The Federation would place on the Special 
Commissioners the burden of deciding precisely 
how much profit a closely held private company 
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ought to distribute, and would confine the 
company’s sur-tax liability to that amount in so 
far as it had not in fact been distributed. Of course, 
it is symptomatic of the present tax chaos that 
complicated provisions designed to encourage 
distributions should exist side by side with even 
more complicated provisions, both under profits 
tax and under excess profits levy, designed to 
discourage distributions. 

On administration, the Federation pays tribute 
to the local inspectors, but criticizes: the lack of 
liaison between them and the collectors, a defect 
which is increased by the geographical separation 
of their respective offices. l 

The memorandum stresses the importance of 
retaining the local inspector’s pivotal position in 
tax administration and recommends the decentral- 
ization of sur-tax. The additional commissioners 
should exchange their largely nominal assessing 
functions for advisory and consultative ones, 
Disquiet is expressed at the present system of 
appointing general commissioners; it is suggested 
that nominations be made by the Lord Chancel- 
lor’s office, with provisions as to appointment and 
retirement similar to those for magistrates. A plea 
is made for the simplification and rationalization 
of the present confused penalty provisions. 


BRITISH NATIONAL COMMITTEE 
INTERNATIONAL CHAMBER OF COMMERCE 


The memorandum of the British: National 
Committee of the International Chamber of 
Commerce is an expert document which confines 
itself to the questions of tax on oversea income. 
The Federation of British Industries participated 
in its preparation and endorses the views and 
recommendations it contains. 

Arguing that the scope of United Kingdom tax 
is too wide, the memorandum points out that the 
principle of taxing a resident on income from all 
sources, whether at home or abroad, was first 
written into the Income Tax Acts over a hundred 
years ago, when this country was a creditor 
‘nation and was in a position to impose the terms 
on which it provided capital abroad. Since then, 
international opinion has recognized that it is the 


country where the income arises that has the 


prior right to tax it. However, it would be wrong 
to imagine that the principle now obtaining is 
entirely of such antiquity. As the memorandum 


itself points out, there was an important change 
in 1914, when the ‘remittance’ basis displaced 
the ‘arising’ basis for several kinds of foreign 
income. In 1940 there was a further extension of 
the arising basis, and :n 1951 there was passed 
the now notorious section to prevent companies 
from transferring their residence abroad. 

The most striking recommendation in the 
memorandum is that all oversea profits and income 
be exempted from income-tax and profits tax, 
and be subjected to sur-tax only. For this pur- 
pose, the foreign income, net after the deduction 
of foreign tax, would be grossed up at the British 
standard rate. The definition of foreign income 
would also be extended to cover the profit from a 
permanent establishment abroad of a concern 
resident and carrying on business in the United 
Kingdom. On the other hand, certain private 
pensions from oversea, and remuneration for 
personal services performed during a temporary 





~ 


August 16th, 1952 


stay abroad, would not be ‘foreign income’. 

The memorandum makes the not unreasonable 
claim for this reform that it would ‘solve at one 
stroke most of the problems arising from double 
taxation’; the almost total abolition of double 
taxation itself could hardly do less. 

In case this somewhat costly reform should 
fail to be realized the memorandum makes alter- 
native suggestions. One is the exclusion from 
British tax of foreign income as long as it is 
blocked oversea by exchange or other restrictions, 
When these lapsed an assessment would be made 
on the then sterling equivalent of the income. 

Another proposal is to exempt those foreign 
profits which are ploughed back into the foreign 
business, as long as the business is not disposed 
of. This would put British controlled businesses 
on the same footing as those controlled abroad. 
Details are given of the method by which ploughed- 
back profit might be segregated. 

Finally the memorandum proposes full relief 


for double taxation in-all cases, whether under : 


treaty or unilaterally. In particular it is argued 
that the total relief for each taxpayer should be 
calculated by reference to his aggregate foreign 
income, and the aggregate foreign taxes 
thereon, from all sources. Unrelieved foreign 
tax should be available for credit against 
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United Kingdom tax of subsequent years. 
The memorandum would extend the definition 
of foreign taxes, for the purpose of relief, to cover 
municipal taxes and taxes which are not specifi- 
cally based on profit, including even royalties 
paid for a concession in lieu of taxes. This may 
be thought to be going a little too far. Such. taxes 
are already allowed as an expense, like rates in 
England, and although rates are, in a sense, a 
crude form of income-tax, no one suggests that 
they should be allowed as a credit against income- 
tax properly so called. This is not to say however 
that the definition of foreign taxes could not be 
interpreted a little more liberally than it now is. 
The memorandum makes the very sensible 
suggestion that non-residents be relieved of sur- 
tax liability. This is already done where a double 
taxation treaty is in force, and its general applica- 
tion would lose little tax and gain much goodwill. 
Even apart from these reasons, it is bad in prin- 
ciple to impose a tax which in many cases cannot 
be enforced. Another meritorious suggestion is 
that а: clear definition of residence should be 
laid down, and that it should not discriminate 
against those who for domestic reasons are obliged 
to maintain a place of abode in this country. 
Finally, there is little justification for distinguish- 
ing between residence and ordinary residence. 


BRITISH BANKERS’ ASSOCIATION 


The British Bankers’ Association stresses the 
harmful effect of high direct taxation on pro- 
duction and on saving. It would mitigate that 
effect, either by a reduction of public spending 
and consequent reduction of taxation, or by a 
shift to more indirect taxation. The tax legislation 
should be restated ‘in plain language’ and a clear “ 
definition of the meaning of ‘charity’ laid down. 
The memorandum contains a suggestion for 
relieving companies of some of the taxation on 
their oversea profit. Under it, the liability would 
be restricted to 
‘tax on (a) United Kingdom profit during the 
period, (b) so much of the overseas profits as is 
remitted to the United Kingdom and (c) the 
excess, if any, of the gross amount of the dividends 
attributable to the period over the aggregate of 
(a) and (b), to the extent thzt such excess can be 
attributed to profits earned since the date upon 
which the proposed change in basis of assessment 
becomes effective’. 
Amounts assessed under (c) would be available 


for carry forward against subsequent assessments 
under (P). The inclusion of (c) would, it is thought, 
prevent a company with ample United Kingdom 
funds from restricting remittances and paying 
dividends out of those funds instead. 

A gradual tapering off of earned income relief 
in the higher ranges is advocated, together with 
a more smoothly graduated sur-tax. The maximum 
income for age relief should be raised for married 
men to £750. The Association suggests a relief. 
in respect of school fees paid for children over 
ten years old and marginal child relief where the 
child's income slightly exceeds the limit. It also 
suggests what has in fact since been done, namely 
the raising of the earnings limit for apprentices 
etc. from 513 to 726. Child relief should be 
extended to incapacitated children over age, as 
well as to those receiving full-time education. 
'There should be an extension of housekeeper 
relief, and the present restriction on allowable 





182 


life insurance premiums to two-fifths should be 
relaxed where the total premiums are below {80 
in the year. Like the F.B.I., the Association would 
adopt, in a modified form, the United States 
treatment of married couples, that is treat them 
as separate persons unless they elect for joint 
assessment. Facilities should be given for the 
collection of sur-tax by deduction from earnings. 

Apart from graphs showing marginal rates of 
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Capital Expenditure within Section 21 

UBJECT to exceptions dealt with later, 
Sexe 21 (1) brings within the scope of 

Chapter ITI the following expenditure so as 
to make it qualify for annual and balancing allow- 
ances like other mining assets: 

‘capital expenditure incurred by any person in 

connexion with the working of a mine, oil well, or 

other source of mineral deposits of a wasting nature 
under a foreign concession, being expenditure on the 

. acquisition of land outside the United Kingdom 
which is to be used in connexion with the working 
of the source and is likely to become valueless when 

` the concession comes to an end to the person work- 
ing the source immediately before the concession 
comes to an end”, 

The ‘capital expenditure’ excludes sums which 
are deductible in arriving at profit or from which 
tax is deductible (Section 330 (1)). ‘Foreign con- 
cession’ is defined in Section 333 (1) as a right 
or privilege granted by the government of, or 
any municipality or other authority in, any 
territory outside the United Kingdom. 

Chapter III of Part X of the Income Tax Act, 
1952, already covers a good deal of what is strictly 
expenditure on the acquisition of land, whether 
under a foreign concession or not. The words 
quoted from Section 21 (1) may be compared 
with those іп Section 305 (1) (b) of the Income 
Tax Act, 1952, dealing with expenditure on the 
‘construction of works’. Proviso (i) to that sub- 
section excluded the expenditure on the acqui- 
sition of the site of the source, or of the site of 
any such works . . . or of rights in or over the site. 
Chapter I gives allowances for expenditure on 
industrial buildings and structures. These two 


schemes of allowances were introduced by the. 


Income Tax Act, 1945. Chapter III was extended 
in 1949 to give depreciation allowances in respect 
of the cost of acquiring mineral deposits abroad 
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tax in three different countries, the memorandum 


contains some interesting information about the 
United States tax provisions in relation to the 
valuation of stock. According to the Association, 
the taxpayer should have the right to adopt the 
LIFO basis and also to drop it when the market 
situation changes, a contention which has been 
made by others and has been criticized at some 
of the Commission’s public sessions. 


ACT, 1952—VI 


(or rights over them), by a provision which is 
now contained in Section 310 of the Income Tax 
Act, 1952. 


Expenditure Excluded from Section 21 

It is the intention of Section 21 to give allow- 
ances only in respect of expenditure which 
hitherto has been excluded. It is not the inten- 
tion to replace the earlier allowances, still less 
to give double allowances. Section 21 (2) accord- 
ingly expressly excludes such expenditure as 
already qualifies for capital allowance. Section 
21 (2) bears a close resemblance to Section 310 (6) 
of the Income Tax Act, 1952, which makes a 
similar exclusion. for the purposes of the allow- 
ance in respect.of mineral deposits acquired 
abroad. 

The expenditure excluded by Section 21 (2) 

is as follows: = — 

(a) Expenditure which falls within Chapter ПІ 
independently of Section 21 (1); 

(b) Expenditure on machinery or plant or on 
any asset which has been treated as 
machinery or plant; ~ : 

(c) Expenditure on the acquisition of the 
‘relevant interest’ in an industrial building 
or structure in so far as it applies to the 
building or structure as distinct from the site. 

As regards (c) it will be remembered that: 

industrial building allowances do not extend to 
the cost of the site. They do extend to buildings 
or structures which are occupied by, or used for 
the welfare of, employees of mining etc. con- 
cerns abroad in certain circumstances (Section 
271 (3) (proviso) of the Income Тах Act, 1952). * 
It is noteworthy that Section 310 (6) (c) excludes 
from allowance under that section all expenditure 
on buildings or structures, whether they qualify 
for industrial buildings allowances or not. 
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Section 21 (3). , 


Section 21 (3) provides that Section 410: (6) (a). 
of the Income Tax Act, 1952, is to be construed. . 


as though Section 21 had not been passed. 
Section 310 (6) (a) excludes from that section. . 
expenditure which.apart from such section. is 


expenditure within Chapter III. As a result'of. 
Section 21 (5) of the Finance Act, 1952, Chapter 


ПІ (including Section 310) is to have effect as 
though Section 21 were contairied in that 
Chapter. Without more, therefore, Section 310 
(6) (а) would transfer to Section 21 expenditure 
(on the acquisition of land) which hitherto was 
within Section 310. As already stated, this is not 
the intention and accordingly Section 21 (3) 


ensures that expenditure which was hitherto 
within Section 310 stays there. Logically, Section 


21 (3) should appear as a proviso to Section 21 (5). 


* Allowances Restricted to Expenditure of 
First United Kingdom Purchaser- 
Paragraph 5 of the Fifth Schedule to the Finance 
Act, 1952, introduces some complicated modifica- 
tions of Section 21 where the person claiming the 
allowances is not the first United Kingdom 
purchaser of the land in question. These corre- 
spond to the similar restrictions on allowances 
under Section 310 in respect of mineral deposits, 
and reflect a statement in paragraph 15 of the 
report of the Departmental. Committee on 
Taxation and Overseas Minerals,! which accords 
with views expressed by the Royal Commission 
on 'Taxation in 1920. | 

The following is ап extract from Paridi 15: 

‘15. To give an allowance in respect of a capital 
sum paid to a person who is not resident in the 
United Kingdom for a source of income repre- 
sented by overseas mineral rights that have never 


. before been in the ownership оба United Kingdom. 


resident involves no unjustifiable loss to the 
United Kingdom Exchequer; for previously both 
the owner of the rights and the rights themselves — 
and, therefore, the income from the rights — were 
wholly outside the United Kingdom tax juris- 
diction, and the tax allowance would be given 
against the profits that bv the sale.are brought 
within that jurisdiction. But once overseas mineral 
rights have come into the ownership of a United 
Kingdom resident they represent a source the 
income from which is within the charge to United 
Kingdom tax and, so far as.surpluses on any 
subsequent sales to United Kingdom residents are 
concerned, fall within the PERO Spip by 





1 Ста. 7728 (1949). 
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the Royal Commission, that there should be no 

‘allowance for capital. expenditure, incurred in the 

purchase of a right to income.’ 

"This principle‘has been applied in Section 21, 
notwithstanding the recommendation in the 
‘Millard’ Tucker Report that ‘the operating 


company's "profits are not properly computed 


unless it receives an allowancé based on the full 


-amount which it has expended o on the acquisition 
‘of the minerals’. 


Where the Restriction Applies 
Paragraph 5 of the Fifth Schédule applies where: 

(a) the land has previously ‘been acquired by a 

- person resident in the United Kingdom, or 

by а company or partnership under his 

control; and j 

(6) it was so acquired either: | 

(i) for usé in connexion with the working 
_ of the source in question; ог. 

(ii) for the purpose of a trade óf. buying 
and selling land containing mineral 
deposits; and : 

© the acquisition by the person claiming the 

allowances is not within Section 328 (7) 

of the Income 'Tax-Act, 1952, i.e. the land 

.not bought as a going concern after the 
appointed day. If it had been so bought, 
the purchaser’s Chapter III allowances, 
would in any case be based on the unallowed 
residue of the predecessor’s expénditure or 
on the price paid, whichever was the less. 

“Control is extensively defined in Sectiori- 
333 (1) of the Income Tax Act, 1952. 

Paragraph 5 (1) provides that, for the purposes 
of the Chapter III allowances granted by Section 
21, the expenditure by the person claiming the 
allowances is to be reduced by the amount by 
which it exceeds the cost to the previous United 
Kingdom purchaser. As stated, the provision is 
similar to that in Section 310 (3) of the Income 
Tax Act, 1952, in relation to allowances for 
oversea mineral rights. 


Section 20 — Exploration Plant 

In the leading article on this subject in our issue 
of. August 2nd, 1952, at page 120, we said that 
Section 20 was designed to cure an anomaly 
pointed out in paragraph 242 of the Millard 
Tucker Report.? The correct a number 
is, of course, 244. 

2 Ста. 8189. 
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MEMBERS’ VOLUNTARY WINDING-UP 


COMPANY INSOLVENT 
by T. W. SOUTH 


When a company in members’ voluntary winding-up proves to be insolvent 

“notwithstanding the statutory declaration of solvency, the liquidator must now 

summon a general meeting of creditors. It has been generally assumed that the 

proceedings are thereafter conducted as a creditors’ winding-up. In this article 

. it is suggested that that view is erroneous, and that the proceedings remain a 
members? winding-up, with all that that implies. 


A Possible Abuse 

HE Cohen Committee on Company Law 

Amendment reported (Cohen Report, 

paragraph 143) that according to figures 
supplied to them, 1,846 members’ voluntary 
liquidations were completed during the period 
from July 15, 1938, to October 31st, 1939, and 
in sixty-eight cases, that is roughly one in twenty- 
seven, the creditors were not paid in full. In 
addition, in a few cases the creditors, after the 
directors had made a declaration of solvency, 
exercised their right to apply to the Court for a 
compulsory winding-up order. The Committee 
came to the conclusion that in these cases it 
could generally be assumed that the declarations 
of solvency were not justified, but that the 
system of declarations of solvency had served a 
useful purpose and should be retained, subject 
to certain additional precautions indicated in 
their report in the next two paragraphs. 

One of these recommendations was that the 
liquidator in a members! voluntary winding-up 
should be bound at any time when he thought the 
declaration of solvency unlikely to be fulfilled 
and, in any event, at the expiration of one year 
from the date of the commencement of the 
winding-up if the debts of the company had not 
been paid within that period, to summon a 
meeting of creditors and lay before them a state- 
ment of assets and liabilities. 

‘The creditors would thus be informed of the 
progress of the winding-up and, if dissatisfied, 
could avail themselves of the remedy already 
provided for them, namely, an application to the 
Court for a compulsory wining: -up order.’ 
(paragraph 144.) 


The Remedy Provided 
This recommendation was adopted and de- 
veloped. The Companies Act, 1948, now provides 
in Section 288 that if, in the case of a winding-up 
commenced after the commencement of the Act, 
the liquidator is at any time of opinion that the 
company will not be able to pay its debts in full 


within the period stated in the declaration of 
solvency, which cannot be longer than twelve 
months from the commencement of the winding- 
up, he must forthwith summon a meeting of . 
creditors and lay before it a statement of the assets 
and liabilities of the company. The section does 
not expressly state, as the draft section suggested · 
by the Cohen Committee did, that this meeting 
must also be summoned if the debts are not in 
fact all paid in full at the end of the first yeat 
from the commencement of the winding-up, but 
leaves this to be inferred. 

The suggestion is developed in Section 291 of p- 
the Companies Act, 1948, wherein it is provided 
that where Section 288 has effect, the liquidator 
must summon annual and final meetings of 
creditors as well as of members of the company 

‘as if the winding-up were a creditors’ voluntary 

winding-up and not a members’ voluntary winding- 

up’. 







Its Doubtful Effect 
These provisions have commanded general 
acceptance and appear to have been almost 
equally generally misunderstood. It is commonly 
stated that when Section 288 comes into play in 
a members’ winding-up, the proceedings there- 
after continue for all intents and purposes as а ~ 
creditors’ winding-up. It is submitted that this 
belief is not correct. The proceedings do not then 
become a creditors’ winding-up. The question 
is by no means merely academic. In a creditors’ 
winding-up, the chief power to appoint the 
liquidator or liquidators is in the hands of the 
creditors (Section 294) who may also, if they 
wish, elect a committee of inspection (Section 
295), with power to fix the remuneration of the 
liquidator or liquidators (Section 296) and to 
direct what accounts are to be kept, and to require 
that the accounts and other books and papers" 
relating to the office of liquidator be submitted 
to them (Rule 172 (3)). None of these provisions 
apply in a members’ winding-up. The position 
of the liquidator in a members’ voluntary 
winding-up when the company has proved to be 
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insolvent will not be made easier if there is 
general misunderstanding about it. 


The View Suggested 

It is submitted that the winding-up remains a 
members’ voluntary winding-up, with special 
provisions as to creditors’ meetings applying to 
it because of the insolvency of the company, the 
primary purpose of these meetings being to give 
information to the creditors (see the quotation 
from the Cohen Report above, “The creditors 
would thus be informed of the progress of the 
winding-up. .. .’). 

Points in Favour: Appointment of Liquidator 


The points in favour of this view would seem 
to be as follows: 

Section 283 (4) provides that: 

‘A winding-up in the case of which a declaration 
has been made and delivered in accordance with this 
section... is in this Act referred to as “a 

members’ voluntary winding-up”, and a winding- 
up in the case of which a declaration has not been 
made and delivered as aforesaid is in this Act 
referred to as “а creditors’ voluntary winding-up”.’ 
This subsection may deal only with a matter 
of phraseology, but it is quite explicit that a 
winding-up which follows a declaration of solvency 
made and filed in accordance with the requirements 
of Section 283 can only be described as ‘a members’ 
voluntary winding-up'. No modification of this 
language is introduced because the company proves 
to be insolvent and the declaration mistaken — the 
proceedings ought still to be so described. 

Then follows a group of sections, numbered 
284 to 291, under the heading 'Provisions applic- 
able to a Members' Voluntary Winding-up'. If 
the words of an Act are not clear and unambigu- 
ous, headings to sections or groups of sections 
may be considered for guidance as if they were 
preambles to the section or group (Fletcher v. 
. Birkenhead Corporation ([1907] 1 K.B. 205, 218)). 
Section 285 gives power to the company in 
general meeting to appoint one or more liqui- 


dators for the purpose of winding-up the affairs: 


and distributing the assets of the company, and 
to fix the remuneration to be paid to him or them. 
There is nothing expressed in this section nor 
in any other in the Act about the creditors having 
power to do either of these things in a members' 
voluntary winding-up. 

Section 286 (1) states that: 

‘If a vacancy occurs by death, resignation or 
otherwise in the office of liquidator appointed by 
the company, the company in general meeting may, 
subject to any arrangement with its creditors, 

_ fill the vacancy.’ 
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‘Subject to any arrangement with its creditors’ 
implies that a company in members’ voluntary 
winding-up may make an arrangement with its 
creditors which gives them certain rights in the 
appointment of another liquidator, but only, 
apparently, when it is a question of filling a 
vacancy in the office. If a liquidator appointed 
by a company calls a creditors’ meeting under 
Section 288, there is no vacancy in the office. 
Section 286 (1) therefore does not apply and is of 
no assistance to the creditors. 


Creditors’ Meetings 
As stated above, Section 288 itself provides, 
as the object of the creditors’ meeting sum- 
moned thereunder, that a statement of the assets 
and liabilities of the company is to be laid before 
the meeting by the liquidator, and that is all. 
There is not a word about appointing a liquidator, 
either in addition to or in substitution for the 
existing one, or a committee of inspection. It 
may be thought peculiar, since the creditors 
obviously have the principal interest in the assets 
from this point onwards, but it seems quite clear 
that they cannot do either of these things under 
this section. 
Annual and Final Meetings 

Section 291, however, provides for their con- 
tinued consultation, and this merits some examin- 
ation. It is enacted by Section 291 that, where 
Section 288 applies, Sections 299 and 300, which 
are in the group headed ‘Provisions applicable 
to: a Creditors’ Voluntary Winding-up’, are 
imported into the proceedings to the exclusion of 
Sections 289 and 290, which deal with the calling 
of annual and final meetings of the company in 
a members’ voluntary winding-up; but they apply 

‘as if the winding-up were a creditors’ voluntary 
i winding-up and not a members’ voluntary wind- 

ing-up’. , А 
That ‘as if? seems to be intended to preserve the 
status of the proceedings as a members’ winding- 
up. Moreover, Sections 299 and 300 do not in 
terms help the creditors. Section 299 provides 
for the summoning of annual general meetings 
of the company and of the creditors at the end 
of each year from commencement (if the winding- 
up continues for more than a year), but the only 
apparent object of these meetings is to receive an 
account of the liquitlator's acts and dealings and 


of the conduct of the winding-up during the 


preceding year. Section 300 (1) provides for the 
summoning of similar general meetings when 
the affairs of the company are fully wound up for 
the purpose of laying an account before the 
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meetings and giving any explanation thereof: 
Neither specifically refers to the question of 
appointing liquidators or a committee of in- 
spection. 


Have the Creditors Implied I Powers? 

It may be asked whether it does not lie within 
the implied powers of any general meeting of 
creditors summoned’ under one or other of the 
sections ‘applicable to ‘а creditors’ voluntary 
winding-up to do these things. This question is 
not easy to answer with confidence. It would 
seem that a power to appoint up to five members 
of a committee of inspection, if no such appoint- 
ments have been’ previously made, might be 
claimed by any general meeting of creditors in 
creditors' voluntary winding-up, because Sectiori 
295 (1), which governs this matter, states that 

` "The creditors at the. [first meeting of creditors] 
_ or at апу subsequent meeting may, if they think fit, 

appoint a committee of inspection. . . ' 

The contemplated method of making the initial 
appointment of a liquidator, however, is clearly 
that it shall be done by either the company or the 
. creditors or both at the first meetings of the com- 
pany and the creditors (Section 294). Thereafter, 
the power to appoint appears to arise, as in à 
members' liquidation, only if a vacancy in the 
office occurs (Section 297). There is no express 
power in the Act for creditors or company to 
remove a liquidator appointed by them and to 
appoint another in his place. Only the Court can, 
on application, and on cause shown, remove a 
liquidator and appoint another, so far as appears 
from the express words of the Act. 

It seems to come to this. While a regularly 
appointed liquidator is in office, a general meeting 
of creditors cannot claim any power to remove 
him and appoint another, but might by implica- 
tion claim a power to appoint creditors' repre- 
sentatives to a committee of inspection if this has 
not already been done. Consequently, it could be 
argued that the annual and final meetings of 
creditors summoned in a members! voluntary 
winding-up ‘as if the winding-up were a creditors’ 
voluntary winding-up', have by implication the 
power to appoint a committee of inspection, if 
desired. Whether this argument тоша be 
accepted by the Court cannot be stated; and it 
must be remembered that if the creditors choose 
up to five representatives, then presumably the 
company likewise may choose up to five repre- 
sentatives on its side, subject to the power of the 
creditors bv resolution to disqualify all or any 
of the company's nominees, whereupon they 
cannot act unless -the Court otherwise directs 
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(Section 295 (1). Since, however, the section 
dealing with .the election of a committee of 
inspection which has been referred to occurs in .^ 
a group headed ‘Provisions applicable to a. 
Creditors’ Voluntary Winding-up’, it seems very 
doubtful whether there is any substance at all 
in this argument in favour of an implied power 
to appoint a committee. 


Ambiguous Position of Committee of 
: Inspection . 

А oher point against it is the difficulty of 
deciding what the committee’s powers and duties 
are, assuming that it is permissible to elect one. 
In а creditors’ winding-up, the committee (if : 
there is one) may fix the remuneration to be paid + 
to the liquidator or liquidators (Section 296 (1)), • 
and may sanction.the continuance of the powers 
of the directors (Section 296 (2)). It may also be 
called upon to sanction a reconstruction of the 
company by a sale of its business for shares which 
are to be distributed among the members of the 
company (Section 298), or. to sanction a com- 
promise between the liquidator and a creditor of 
or contributory or debtor to the company 
(Section 303 (1) (2)) Under the Winding-up . 
Rules, 1949, it also has power to direct the 1 
liquidator to submit his accounts to it (Rule 172 
(3)). Does it follow that a committee elected 
in a members' voluntary winding-up possesses 
these functions? Since the members in general 
meeting possess all these powers in a normal 
members' voluntary winding-up, the answer to 
this question can only be 'yes' if there is a decisive 
change in the character of the proceedings. 








Conclusion 

From the above examination of the relevant 
parts of the Companies Act, 1948, it is concluded 
that no such decisive change has been written <. 
into the law as yet. The best argument in favour 
of it would appear to be based on the admitted 
insolvency of the company. Since the creditors 
now have the main interest in the assets of the 
company, would it not be just and equitable that 
they should control the proceedings through a 
committee of inspection and, if desired, appoint 
their own liquidator? It is thought that if this is 
the effect of the new provisions, a judicial pre- 
cedent is necessary to establish that fact, since it 
is anything but clear from a reading of the Act. 

As some of the costs involved in establishing (or - 
failing to establish) such an interpretation are 
likely to come out of the assets in which they are 
interested, this seems to call for a demonstration 
of public spirit on the part of some body of 
creditors. 
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THE ANNUAL ACCOUNTS OF | 
MANUFACTURING AND TRADING CONCERNS 


IN A PERIOD OF FLUCTUATING PRICE LEVELS 


by Professor B. J. S. WIMBLE, F.S.A.A., C.A.(S.A.) 
The Transvaal Society of Accountants 


We reproduce below one of the eight papers on ‘Fluctuating Price Levels in Relation 

to Accounts’ written for the Sixth International Congress on Accounting and con- 

sidered on June 17th, 1952. The rapporteur’s summary of all the papers and а report  , 

of the ensuing discussion are published at pages 653-657 in our issue of June 21st, 

1952. Lack of space prevents our reproducing all the papers on this subject, but we 
hope to include that of MM Lauzel, Poly and Cibert in our next issue. 


I. Introduction 


VERY accountaüt must, at some time in his 
Es have wondered why it is not customary for a 

balance sheet to show the true present value 
of all the assets. To answer this may seem trite, but, 
as suggestions have been made that traditional 
accounting practices should be discarded, it may be 
worth while briefly to state what these practices are 
and why they have been adopted. The assets which 
are not shown at their true values can usually be 
divided into two categories: fixed assets and stock. 

The normal method of dealing with fixed assets is 
to ignore fluctuations in price, to apportion their cost 
as equitably as practicable over their estimated useful 
lives and to regard the figures in the balance sheet, 
not as the values of the assets, but as expenditure to 
be charged to future operations. The reasons for 
doing this are well known. In the first place the true 
value of any article can be ascertairied only when it is 
bought and sold and, in the absence of a sale, any 
valuation must of necessity be merely an expression of 
opinion that may or may not be reliable. Secondly, if 
an asset is not held for sale, any fluctuations in its 
saleable value are of no importance to its owner if 

. he has no intention of selling it and is continuing to 
use it for the purpose for which it was bought. 

The normal method of dealing with stocks is to 
chargé sales with the cost of the stocks that have 
been sold and to value those on hand at cost, taking 
no account of any estimated appreciation. Again, the 
reason is that accounting aims, as far as possible, at 
recording facts rather than opinions and, therefore, 
no profit is considered to have been earned until a 
contract of sale makes it reasonably certain that it 
will be realized. On the other hand, depreciation, to 
the extent that cost is estimated to exceed net realiz- 
able value, is allowed for, but this apparent anomaly 
is, in reality, only the recognition of the fact that, 
once money is spent on the acquisition of unprofitable 
merchandise, a mistake has been made and nothing 
can be done to retrieve the situation except to sell it 
for what it will fetch. 

Except in periods of rapidly changing money values, 
these accepted practices work well. They have stood 


the test of time. They have the virtue of simplicity. 
They result in the financial history of a concern 
being recorded as truthfully and objectively as pos- 
sible. What has actually taken place is recorded — not 
what might have taken place if some other course of 
action had been followed. Sales are charged with the 
cost of the stocks that have actually been sold and 
with a fair proportion of the cost of the fixed assets 
that have actually been used to carry on the business. 
The question of whether the prices of new stocks and 
new fixed assets have risen or fallen is not considered 
relevant. It is realized that the world is constantly 
changing, that no business can remain static and that 
the history of the future cannot be written in advance. 

The methods outlined above are, as a general rule, 
adopted without modification in periods of consider- 
able inflation. This has led to a great deal of adverse 
criticism, but, while the critics are unanimous that 
what is being: done is unsound and misleading, there 
is not the same degree of unanimity as to what ought 
to be done. | . 

The main objection to orthodox accounts in a 
period of inflation is, apparently, that they tend to 
overstate profits. There are two separate and distinct 


reasons advanced as to why they do so, but the fact 


that these reasons are separate and distinct is not 
always appreciated. The first is that amounts charged 
against profits are insufficient to ensure that no 
distributions of profit will be made which will result 
in financial embarrassment if stocks are maintained 
at the same quantitative level or when the fixed assets 


- have to be replaced. The second is that the profits 


shown in the accounts are money profits Sud not 
real ponis: с 


II. Replacement Accounting 
In order to produce more satisfactory accounts, 
numerous systems have been evolved, such as basing 
depreciation on estimated replacement prices. and 
issuing stocks on the last-in-first-out or next-in- 
first-out principle. The essence of all these systems is 
that sales are charged, not with the cost of the fixed 
assets and stocks consumed in producing them, but 
with the ascertained or estimated cost of replacing 
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what has been consumed. It is argued that the 
adoption of these methods leads to the production of 
accounts that more nearly reflect true profits, and 
that it ensures that distributions of apparent profit 
will not be made that endanger the continued existence 
of the business at the same level of activity. 

It is, of course, practicable for a concern that is 
constantly replenishing its stocks with others of an 
identical kind to issue them at current prices but, 
except in very rare cases, the merchandise in which 
any business deals is liable to change out of all 
recognition over a period of years and difficulties are 
bound to arise when new stocks differ from old. Even 
when there is no change in the kind of stock handled, 
there is practically certain to be a change in the 
volume held from time to time and, when a larger 
quantity than usual has been accumulated, the 
balance sheet will, if a system of replacement account- 
ing is in force, reflect an amount made up of a 
meaningless conglomeration of figures relating to 
purchases made over a long period. : 

In the case of fixed assets, replacement theories 
are obviously more difficult to put into practice. 
Fixed assets are seldom, if ever, replaced by others 
that are identical in every respect. Nor is it possible 
to foretell whzt the price of an asset will be in the 
comparatively distant future when the one presently 
owned is expected to wear out. The best that can 
usually be done is to base charges for depreciation, 
not on the amount that will, in fact, be paid for the 
new asset, but on the present price of an asset similar 
to, but not identical with, either the one in use or 
the one that will be bought to take its place. 

Quite apart from these practical difficulties, replace- 
ment theories of accounting are themselves so divorced 
from reality that they are worthless in all but the 
most exceptional circumstances. The last-in-first-out 


system has its uses. Where, for instance, a financial 


company that already holds a large block of shares in 
another company enters into speculative transactions 
in those shares, the application of the system may 
very well give a fair picture of the resulting profit or 
loss. In such circumstances the system is consisteat 
with the facts. On the other hand, where stocks are 
being constantly turned over, a system that presup- 
poses that a basic stock is held but never used, can 
never truthfully record what has really happened. 
Even if it were feasible always to deal in commodities 
of the identical kind and to maintain a constant volume 
of merchandise on hand, and even if it were possible 
to foresee wita some degree of accuracy what the cost 
of replacing fixed assets was going to be, and even if 
the new fixed assets were always identical with the 
old — even, in fact, if no progress were ever made — 
replacement accounting theories, while they would 
ensure that distributions of profit were not made that 
endangered tne continued existence of the business 
at the same level of activity, would still not result in 
accounts which reflected true profits. These theories 
take no cognizance of the very substantial profits or 
losses which sometimes result from real depreciation 
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of liabilities and assets with fixed money values and 
ignore the fact that, in a period of changing prices, 
some invariably rise or fall more than others. True 
wealth is not necessarily maintained if one’s posses- 
sions remain physically intact. They may lose or 
gain value in exchange just as much as money. 
Replacement accounting tries to measure true profits 
by substituting for the measure money only those 
commodities that each particular concern happens to 
own. One unreliable measure is being substituted for 
another. 


III. Conversion Accounting 
ТЕ money is a true measure of value at any moment, 
and if its value is constantly changing, it seems that 
the most promising way that has so far been suggested 


.of preparing accounts in times of changing price 


levels must be to adopt the technique that has, for 
years, proved satisfactory for dealing with fluctuating 
foreign currencies. All that is necessary to make it 
possible to apply this theory is a measure of the 
extent to which the value of money has changed. 
'To calculate such a measure the prices of all 
commodities or, at any rate, a representative sample, 
would have to be taken into account. Whether 1t is 
possible to compile an ‘index of inflation’ and, if so, 
how it should be done, is beyond the scope of this 


paper and, in any case, it is a problem for the , 


economist rather than for the accountant. Jt is, 
however, suggested that, if an official figure were 
published monthly for each country, and if the same 
index were generally applied to all businesses, the 
results, being comparable with each other, might be 
satisfactory for all practical purposes, even if the 
index itself were only more or less accurate. 

In theory the system is sound. Accounts would 
still be historical documents, but they would be based 
not only on the history of the concern to which they 
related, but also on the history of the value of the 
currency in which they were expressed and it would 
still, therefore, be possible to prepare them as 
objectively as orthodox accounts. 

Two methods of applying this theory are possible. 
One is to convert all figures to the comparatively 
stable pre-inflation pound in exactly the same way 
as fluctuating foreign currencies are converted to the 
comparatively stable home currency. This method, 
although theoretically correct, would not be altogether 
satisfactory as the accounts produced would become 
less and less realistic as the meaning of the value of 
the pre-inflation pound faded from memory. People 
are naturaly accustomed to think in pounds of 
present-day values. The preferable method is, 
therefore, probably to convert those figures in the 
accounts which represent pounds of the past to their 
equivalent values in pounds of the present. All 
revenue and expenditure items should be converted 
at the average ‘rate of inflation’ ruling during the 
year and all balance sheet items at the rate current 
at the year-end. If the equity shareholders’ interest is 
converted at the year-end rate, the resulting figure 
is the minimum amount ať which the net assets must 
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be maintained before any profits are revealed. The 
balancing figure in the converted trial balance is the 
difference between the profit due to inflation and the 
required minimum increase in the equity shareholders’ 
interest. 

The adoption of this plan will not, in a period of 
tising prices, result in smaller profits being disclosed. 
More often than not, total profits will be larger: but a 
clear distinction will be drawn between trading profits 
and windfall profits attributable ta the change in the 
value of money. 

It may be argued that it is undesirable to adopt the 
same index of inflation without regard to whether the 
fixed assets and stocks owned by the concern have 
increased in value to a greater or lesser extent than 
the general average and that it would be preferable to 
use a different index for each category of asset. To do 
this is, however, to fall into exactly the same funda- 
mental error as that committed by the advocates of 
replacement accounting when they assume that the 
maintenance of physical assets ensures the main- 
tenance of real wealth. 

It may also be argued that, if the prices of the 
*stocks or fixed assets have risen by more than the 
general level, it may not be possible, if all profits 
revealed in the converted accounts are distributed, to 
maintain the business at its same level of activity 
and that, when the fixed assets have to be renewed, 
financial difficulties are bound to be encountered. This 
is quite true. The same thing can equally well happen 
in a period of steady price levels if accounts are 
* prepared in the usual way, and if the prices of the 
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stocks or fixed assets owned by the concern have risen. 
If stocks rise in price by more than the general 
level, real wealth can be maintained by holding 
smaller quantities, and, if it is desired nevertheless to 
hold the same quantities as before, it is necessary for 
those in control to provide the required finance, 
either by retaining profits or in some other way. If 
fixed assets rise in price by more than the general 
level, it means that the concern has acquired its 
assets relatively cheaply and, everything else being 
equal, it will make larger profits than those who are 
not so fortunately placed. It is for the owners of the 
business to decide whether they wish to distribute 
these profits immediately or to retain them with the 
object o£ enhancing their prospects for the future. 
Accounting records, if they are to be prepared with 
the degree of objectivity that is essential if they are to 
be sufficiently reliable for their purpose, must be 
historical in nature. It is true that occasionally, as, for 
instance, in making a fair allocation between past and 
future trading periods, future probabilities must of 
necessity be taken into consideration, but this does 
not alter the fact that this is only a way of arriving 
at a fair statement of what is already past. Taking 
adequate steps to safeguard the future is one of the 
duties of management, not one of the functions of 
accounting. If it is decided not to distribute profits 
because of the probable future requirements of the 
business, the decision to withhold them, and the 
reason it was made, will be reflected in the accounts, 
but the history of the eventuality that is foreseen 
cannot be written until it has actually taken place. 
(Continued on page 191) 



































Appendix 
(i) 
TRIAL BALANCES 
Converted to pre- Converted to present- 
Orthodox inflation currency day currency 
^ Account Rate 
Dr. Dr. Cr. Dr. 

Profit and loss items £ £ £ | £ 

Stock at start i 5,000 5,000 6,000 

Purchases 15,500 13,750 16,500 

Sales  .. 19,250 

Stock at end 4,423 

Expenses 3,000 2,500 3,000 

Depreciation 600 600 720 

Taxation 1,000 833 1,000 
Balance sheet items 

Fixed assets, at cost 6,000 6,000 8,400 

Provision for depreciation 2,400 

Stock at end . ex 5,750 4,423 6,192! 

Debtors and bank 7,400 5,286 ; 7,400 

Capital .. uda 10,000 

Reserve .. ss 1,000 | 

Sundry creditors | 1,429 

Provision for taxation .. 714 

JD 45,250 38,392 | 39,216 49,212 
Loss on inflation .. 824 956 
£45,250 £39,216 |£39,216 £50,168 























* Not reduced to replacement value as realizable value exceeds cost. 
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(ii) 
TRADING ACCOUNT . 
Pre- Present- | Pre- Present- 
Replace- inflation day Replace- inflation day 
Orthodox ment currency currency Orthodox ment currency currency 
Stock at start 5,000 5,000 5,000 6,000 Sales 23,100 23,100 19,250 23,100 
Purchases ` 15,500 16,500 13,750 16,500 
А 21,500 21,500 18,750. 22,500 
Less Stock at end 5,750 5,000 4,423 5,308 
Cost of stock sold .. 15,750 16,500 14,327 17,192 
Gross profit 7,350 б,боо 4,923 5,008 
£23,100 £23,100 £19,250 £23,100 £23,100 £23,100 £19,250 £23,100. 
Percentage gross | 
` profit to turnover 32 29 26 26 
PROFIT AND LOSS ACCOUNT 
Pre- Present- | Pre- Present- 
Replace- inflation day Replace- inflation day 
Orthodox ment currency currency Orthodox ment currency currency 
Expenses .. ++ 3,000 3,000 2,500 3,000 Gross profit +» 7,350 б,боо 4,923 5,908 , 
Depreciation 600 goo 600 720 
Net trading profit .. 3,750 2,796 1,823 2,188 
£7,350 £6,600 414,923 £5,908 £7,350 £6,600 £4,923 £5,908 
APPROPRIATION ACCOUNT 
Pre- Present- ` Pre- Present- 
Replace- inflation day Replace- inflation day 
Mor ud ix currency currency oe ment currency currency 
- | £ £ 
Taxation 1,000 1,000 833 1,000 Net trading profit... 3,750 2,700 1,823 2,188 
Arrear depreciation goo Profit on inflation .. 3,444 
"Transfer to reserve. . 4,400 | 
Loss on inflation 824 
Balance available 5 s 
for dividend 2,750 8oo 166 232 
NDA £3,750 £2,700 £1,823 £5,632 £3,750 £2,700 £1,823 5,632 
Taxation per £ of 5 | 
trading profit 55 да 75 5d 9524 9524 
ВАГАМСЕ 5НЕЕТ ; 
Pre- Present- Pre- Present- 
Replace- inflation day Replace- inflation day 
Orthodox ment currency currency Orthodox ment currency currency 
£ £ £ 
Capital 10,000 10,000 10,000 10,000 Fixed Assets 6,000 — 6,000 — 6,000 8,400 
Reserve 1,000 1,000 1,000 5,400 . Less Depreciation, 2,400 3,600 2,400 3,360 
Appropriation 
; Account 2,750 800 166 232 3,600 2,400 3,600 5,940 
| Stock ++ e 5,50 5000 4423 6,192 
13,750 11,800 11,166 15,632 Debtors and bank .. 7,400 7,400 5,286 7,400 
Provision for Taxation 1,000 1,000 714 1,000 
Sundry creditors 2,000 2,000 1,429 2,002 7 
£16,750 £14,800 £13,309 £18,632 £16,750 £14,800 £13,309 £18,632 








Possible dividend: : 
percent .. ET 27 
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The Thou* 15 а Wily Beast 





Give a thou half a chance and he will do. the oddest ‘t things, 

such as making typewritten characters jum? . р and 

dowy on- the page. This is shocking and we are very stern about 
it. We discipline our thou’ 8, controlling their waywardness by 
as rigorous а system of testing as has ever been devised. A 
typewriter, if it be worthy of the name, is an intricate mechan- 
ism, made very accurately. And having to be so accurately 
made, isn’t it a wonder that the Imperial Good Companion is 
such a Pard working, knock-about, quick-typing, long-living, 
easily-transportable and inexpensive portable typewriter? 







`. *e Abbreviation used among engineers 
i. for.one.thousandth of.an inch. 


9)» PRICES FROM £22. 10.0 | 
n . B Џ 


«Imperial 


IMPERIAL TYPEWRITER COMPANY LIMITED 7. LEICESTER 
| А . CRCS 


MAY 1952 | 
EXAMINATION RESULTS (INSTITUTE and SOCIETY) i 
Pupils of 


H. FOULKS LYNCH & CO LTD 


obtained 


24 out of 3I HONOURS 


- Including 


“INSTITUTE FINAL: . -SOCIETY FINAL: 
. FIRST PLACE l FIRST PLACE 
SECOND PLACE: THIRD PLACE SECOND PLACE THIRD PLACE 


INSTITUTE INTERMEDIATE: SOCIETY INTERMEDIATE: 
FIRST PLACE | FIRST PLACE 
SECOND PLACE THIRD PLACE SECOND PLACE THIRD PLACE 


54%, of all candidates presented by Н. FOULKS LYNCH & Co were successful as compared 
with 44% in the case of all other candidates 


Apply for syllabus of tuition to | Ds 
16 COLEMAN STREET, LONDON, EC2 Tel: MONarch 2487 
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FINANCIAL 
PROGRESSION 


THROUGH 
THE U.D.T. GROUP 


The Companies comprising the U.D.T. Group 


"conform to a progressive pattern through which - 


facilities are available to every branch of Industry 


and Commerce and to sound business concerns | 


at every stage of their development. 


For companies requiring plant, equipment or 
modern premises (and particularly those engaged 
in export business) specialised services аге 
provided. ` 


For the business with a good trading record 
and requiring additional finance of a semi- 
permanent nature, there are facilities designed to 
meet the needs oi every concern which, both from 
the owners’ and the country's point of view 
deserves to be encouraged. 


For the undertaking contemplating a public 
issue the Group is equipped to conduct every stage 
of negotiation from the preliminary investigation 
to the final launching. 


Professional advice is available on matters of 
taxation as it affects investment portfolios, yields, 
and the capitalisation of private companies to 
prepare for the incidence of Death Duties. 


UNITED DOMINIONS TRUST 
LIMITED : 
BANKERS 


REGIS HOUSE, KING WILLIAM STREET, 
LONDON, E.C. 4 


MANSION HOUSE 8744 
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Key to Carter’s 


Advanced Accounts 


By R. A. Goodman, Revised by Henry H. Smith, This 1952 
Edition is based on the completely revised Fourth Edition of 
its famous parent volume. All the practical exercises have 
been adequately worked through. Over 900 pages. 25/—. 


The Accounts of Executors, 


Administrators and Trustees 


With a сасу or the law in so far as it relates to the accounts. 
By W. B. Phillips. Revised by V. S. Hockley. Up-to-date 
Tenth Edition. 10/— — х 

*, . . gives all the essential information in relation to the duties 
of an executor, the law governing the subject, and the way 
in which the accounts should be kept.’ — The Accountant. 


Profit Measurement and 
Price Changes 


By K. Lacey. This new book comes at a most opportune time – 
when prices have risen between two and three times the 
pre-war level. It demonstrates the necessity of a system under 
which the profits are computed on the basis of maintaining 
intact the ‘real’ capital. 20/- net. 


Elements of Economics 


By S. Evelyn Thomas. A new Tenth Edition of this standard 
work which gives a clear and interesting presentation of the 
elementary principles of Economic Science. 30/- net. 


Sir Isaac Pitman & Sons Ltd ~ 


PARKER STREET - KINGSWAY - LONDON, WCa 











We are 


EAGER PURCHASERS 
l of 
MACHINERY 


to satisfy many urgent 
- enquiries, in particular for 


Sheet Metal Working Machinery Machine Tools 
Power Plant - Contractors’ Plant - Process Plant 
` Hydraulic Plant Plastics Machinery Boilers 


... and in addition, we welcome offers of steel of any 
description. 


Offers please to: 


Bill 
GEORGE: €CHEN 
| 
SONS AND COMPANY LIMITED 
WOOD LANE, LONDON, W.!2 ‘Phone : Shepherds Bush 2070 
‘Grams: Omniplant, Telex, London 


STANNINGLEY, Nr. Leeds ‘Phone: Pudsey 2241 ‘Grams : Coborn, Leeds 


And at Kingsbury (Nr. Tamworth) - Manchester - Glasgow - Morriston, 
Swansea · Newcastle-on-Tyne - Belfast - Sheffield - Southampton - Bath 
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Yes, you may well get angry! 
Ask your boss to instal Vetro 
Mobil and enjoy your filing 
and finding— 


ETRO//Ahi/ | 


SUSPENSION FILING SYSTEMS: 


Supplies obtainable from Printing, Stationery and Office Equipment Trades. 


PERCY JONES (Zoznlock) LTD, 37. CHANCERY LANE, LONDON, WC2 




















men ANNUITIES 
and === Capital or Income? 
oney The greatly improved terms recently pub- 
lished place us in the forefront of British Life 
. Offices. 
: И Where INCOME is the main consideration, 
The demand for capital the ‘SPLIT ANNUITIES SCHEME? is con- 


security and good investment return is more acute 
than ever. The Walthamstow has been so successful 
in meeting this investment requirement that it now 


fidently recommended on account of the 
guaranteed return of the capital invested and 


finds itself in need of further representation. The of the extremely favourable tex position on 
Society has a fine record of public service. the income therefrom. 

Details concerning agency will be sent, without : Accountants are invited to apply for fuller 
obligation, upon request. : information and rates for this and other 


attractive Annuity Schemes. 


on all 
investments 


income tax paid | PUTT en nmanamm mmmn T i 


by the society FRIENDS’ PROVIDENT & CENTURY INSURANCE | 
7 LEADENHALL STREET, LONDON, EC3 





Assets exceed £1,350,000 spread over 1,900 mortgages 
Established 1877 


WALTHAMSTOW | 


Please send particulars to 





BUILDING SOCIETY 
223 Hoe Street, E.17 Ут А 
"Secretary: S. Н. Rassell, R.C.C.S. ` Telephone: KEYstone 1824 | hoo ee ene ee ee ee 


(PO m ttt Vel Saat a At пе eH ot под om ва. 
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Send tor the Mian from 


If you are faced with any business situation that calls for closer 
management control or greater clerical output, send for the 


Man from Remington Rand to discuss ways and means 
_of solving your special problems. 


He will be glad to explain how Remington Rand’s wide range of 
business machines, systems and equipment can help you to 
achieve new standards of speed, simplicity and accuracy 

in office administration. 





SYSTEMS: MACHINES 
AND EQUIPMENT... the easier way to Office Efficiency | 


Write for booklet * The Easier Way to Office Efficiency’ to Dept. OE 32 . D 
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REMINGTON RAND LTD., COMMONWEALTH HOUSE, 1 NEW OXFORD ST., W.C.1 Tel: CHAncery 8888 








SETON TRUST 


LIMITED 


CAPITAL ISSUES 


The services of the Trust are at the disposal of professional advisers 
in connexion with the public. financing of established undertakings 


3 Throgmorton Avenue, London, EC2 


TELEPHONE: London Wall 6871-4 


TELEGRAMS: Setru Stock London 
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MEN - ü) 
: CALCULATION OF GROSS PROFIT. 


(a) IN PRE-INFLATION CURRENCY 























Rate at Money Rate at 

Money purchase selling sale True 
cost date price date cost 

: (а) 0) © - (a) (e) 

(ax 1o00— D) | (cX 100+d) 

. . £ | £ + 
First article 5,000 100 7,359 IIO 5,000 
Second article 5,250 110 7,700 120 4,773 

Third article 5,500 120 8,050 130 4,583 ‹ 

£15,750 £23,100 614,356 


Error due to approximation 












` | £19,291 







































Gross profit, as reflected in trading account -£4,923 
(b) IN PRESENT-DAY CURRENCY 
: Money Money | Gross profit | -Rate at | Equivalent 
cost selling realized at | sale date | gross profit 
= price sale date at rate of 20, | 
(a) (7) (8) (h) 
(fX 120+g) 
First article 2,018 | 
Second article 1,973 
Third article .. 1,931 
£15;750 £17,185  |£23,100 5,922 
Error due to approximation 14 
Gross profit, as reflected-in trading account .. 


` (Continued from page 189) 
Illustration 
As figures are, to the accountant, КЕТА more 
expressive than words, an illustration of the various 
theories that have been discussed has been prepared 
and is included in an appendix. 

The accounts relate to the first year of inflation 
after a period of stable prices. During this year, the 
general ‘index of inflation’ rose steadily from 100 
to 140, the prices of the commodity in which the 
company dealt also increased steadily, but only by 
20 per cent, while the prices of its fixed assets 
increased by 50 per cent. 

At the end of the previous year, the company had 
distributed. all available profits except £1,000, 
which had been placed to a reserve account. The 
company is accustomed to mark its stock up by 40 per 
cent on cost. There is no price control and, in order 
to guard against the effects of inflation, it now marks 
it up by.the same percentage on replacement value. 

At the beginning of the year one article costing 
£5,000 was in stock and this was sold on the first day 
of the second quarter for £7,350. On the same day, 
a second identical article was bought for £5,250, 








£5,908 


which was sold on the first day of the third quarter 
for £7,700. Again, on the same day, a third identical 
article was purchased for £5,500 which was sold on 
the first day of the last quarter for £8,050. A fourth 
identical article was then bought for £5,750 and this 
last purchase was still in stock at the end of the 
financial year. 

In paragraph (1) of the appendix is set out the trial 
balance of the company. The left-hand group of 
columns shows the balances extracted from the books, 
which have been written up in the normal way. The 
middle group of columns shows the balances converted 
to pre-inflation currency in exactly the same way as is 
customary when dealing with the conversion. of ' 
foreign currencies. The right-hand group shows the 
balances converted to present-day currency in the 
manner suggested above, the revenue items being 
converted to the average rate of inflation for the year 
and the balance sheet items to the rate ruling at the 
financial year-end. It will be noted that the two last 
groups are comparable, the revenue figures in present- 
day currency being exactly 20 per cent higher than 
the corresponding pre-inflation figures and the 
balance sheet items being exactly 4o per cent higher. 
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The present-day currency figures have the advantage, 
however, that items such as sales, purchases, expenses, 
creditors, debtors and bank remain at their book 
values. | 

In paragraph (ii) of the appendix the usual detailed 
annual accounts have been compiled and, in addition 
to those prepared in the orthodox way and two sets 
prepared from the converted trial balances, a set 
has been included that has been drawn up in accord- 
ance with the principles of replacement accounting 
that are usually advocated. 

In paragraph (iii) is shown a calculation of the true 
gross profit realized, firstly, in pre-inflation pounds 
and, secondly, in pounds of the average value for the 
year. These results do not differ substantially from 
the more approximate figures appearing in the trading 
accounts, but they illustrate how the gross profit is 
affected by the change in the value of money during 
the time-lag between a purchase and a sale. 

A scrutiny of this example, which is, admittedly, 
an extreme case, will emphasize the danger of 
regarding not only orthodox profits, but also profits 
revealed by adopting replacement accounting methods, 
as trading profits available for dividend. 


IV. Conclusion 
It is possible, if only the economist can provide a 
suitable ‘index of inflation’, to prepare accounts in a 
period of fluctuating price levels that are quite as 
satisfactory as are orthodox accounts in a period of 
steady price levels. This does not mean, however, 
that any businesses that do not wish to prepare such 
. accounts should be compelled to do so. The funda- 
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mental reason why companies with limited liability 
are not permitted by law to declare dividends out of 


capital is the need to protect the interests of creditors, . 


and creditors, it is suggested, are entitled to have 
their interests protected only in terms of the money 
in which their debts are measured. Profit is a relative 
concept. There is no known way of ensuring that 
real wealth does not diminish and, if some companies 
choose to regard as profit the amount by which their 
position is better than it would have been had they 
left their money idle in the bank, there is no reason 
why they should not do so, provided their creditors 
do not suffer, and provided all concerned are aware 
of what is being done. 

For the sake of uniformity, therefore, it is most 
desirable that the accounts of public companies 
should continue to be prepared in the traditional way. 
Those who wish to give their shareholders more 
information can append supplementary accounts 
drawn in the way that has been outlined. 

If many of them did so, it would undoubtedly lead 
to a better understanding of the effects of inflation. 
It would probably result in dividends being restricted 
in prosperous times and to a more liberal dividend 
policy being followed in times of depression. As a 
consequence of this, disputes with labour might, in a 
period of inflation, be avoided.! It might lead to a 
proper understanding of the extent to which our 
present laws regarding the taxation of income really 
result in a tax on capital. It is, perhaps, too much to 
hope that the laws themselves might be changed. 


l1] am indebted to my colleague, Mr J. C. Laight, for 
drawing my attention to this aspect of the matter. 


WEEKLY NOTES 


Excess Profits Levy Computations 


It is no secret that some of the more complicated 
provisions of the excess profits levy represent an 
attempt to express in legal language certain arith- 
metical conceptions which originated in the Inland 
Revenue. It would enormously facilitate the under- 
standing of these provisions if the ideas on which they 
were based were made public; without them, the 
accountant is at a considerable disadvantage vis-d-vis 
the inspector, who, presumably, is supplied with a 
good deal more material than a mere copy of the 
Finance Act. Accordingly, the Inland Revenue 
announcement which we reproduce on another page 
is particularly welcome. It is to the effect that the 
Revenue will make available to accountants copies of 
the working sheets and notes for guidance issued to 
tax inspectors for computing excess profits liability. 
The working sheets will cover standard profits, 
chargeable profits and undistributed profits. Thus 
armed, the accountant should certainly find the task 
of computation rather less of a nightmare than it 
would otherwise have been. Moreover, he will have a 
little advance information of the view which the 
Inland Revenue take of the meaning of the more 


obscure provisions. Unfortunately, the promised 
material is not likely to be available before the end of 
October. 
Committee on Taxi-cabs 

Sir Alan Rae Smith, K.B.E., F.C.A., a partner in the 
firm of Deloitte, Plender, Griffiths & Co, is one of 
the members of the newly appointed committee 
set up by the Chancellor of the Exchequer ‘to con- 
sider the effect of present fiscal and economic 
circumstances on the taxi-cab service, particularly in 
London’. 

The committee will report on ‘what changes, if 
any, in the present system of taxation, control, or 
organization are desirable in the public interest’ and 
the other members are Lord Runciman (chairman), 
Prof R. G. D. Allen, Mr W. Kerr, Miss Joyce Marsh, 
Lieut.-Col. Stuart G. Waterhouse, Mr F. R. B. 
Whitehouse and Mr C. J. Geddes. 


End of German Debt Talks 


After fourteen months of discussion, in which the 
creditors seemed at times to be as much in disagree- 
ment among themselves as with the Germans, the 
German debt talks have come to a successful con- 
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clusion. Disagreement among the allies about the 
gold clause has been overcome and the Germans 
have considerably modified their first draft proposals 
which received such a chill reception some weeks ago. 

So far, only the general heads of agreement are 
available. The gold clause is abolished, but bond- 
holders are protected, as in the case of the Young 
Loan, from the effects of unilateral changes. in the 
value of the dollar. On the whole, there have been no 
changes in the amounts of principal to be repaid, 
‘although there have been cuts in interest payments 
below the levels set out in tbe original contracts – in 
most cases a quarter to a third. In some cases arrears 
of loans are to be met in full and where there has been 
a scaling down it is usually limited to a cut of a third. 
Arrears of interest not written off are to be funded in 
most cases and added to the principal. 

Amortisation of principal is to begin in most cases 
after five years on the basis of a sinking fund of 
I Or 2 per cent per annum and original dates of 
maturity have been put back. 

Ratification of the arrangements will have to be 

„Obtained from the Governments concerned, but it is 
not expected that there will be any serious obstacle 
to be overcome in this respect. 


Larger Oil Tankers 

At moments'since the war when the shipbuilding 
industry in this country has seemed to. have a 
temporary lull in the booking of orders, the oil 
industry has always provided a welcome flow of 
new business. The post-war prosperity of ship- 
building has indeed been sustained by work from 
this source. Another feature of the large number of 
new tankers on the stocks has been the popularity of 
larger ships. 

This last tendency has now been given some 
statistical background in the semi-annual review of 
the tanker fleet published by John I. Jacobs & Co Ltd. 
The average size of tanker owned throughout the 
world at the end of last year was 14,325 tons dead- 
weight. But the average size of ship on the order 
books at June 30th, 1951, was 20,755 tons. Thus 
movement towards larger ships was also apparent 
in the average size of ship delivered in the first half 
of this year, namely, 19,155 tons. Even this steady 
move to larger ships is slightly misleading, for not all 
ships are close to the average. There are several ships, 
for instance, on order with a tonnage of 40,000 to 
50,000 tons. 

There seems to be a series of grades emerging from 
all this. There are the very large vessels of 30,000 tons 
and upwards. Then comes a popular range round 
about 18,000 tons, another at about 13,000 tons and 


a last опе at about 7,000 tons. Most ships on order : 


are to be oil-burning. 

So although there is a tendency towards big ships 
there is a fair degree of flexibility left in the world 
oil-tanker fleet for those harbours which cannot take 
ships of deep draught or for other special kinds of 

-oil transport job.- 
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Hesitancy in Retail Sales 


There has been a good deal of optimism in chairmen’s 
speeches of late about a recovery in business this 
autumn in those consumer goods industries which 
have taken the brunt of the recent recession. Time 
will show whether this is a form of whistling to keep 
up one’s courage. The memory brings back some 
glaring instances of this on both sides of the Atlantic 
in the closing months of 1929 and the early months of 
1930. 

To judge from the retail sales figures for June, 
which were released last week, there is still a good deal 
of hesitancy on the part of the public. In a month 
when the joint impact of the approaching holiday 
season and the income-tax rebates on personal 
incomes might have been expected to send more 
people into the shops for an injudicious purchase or 
two, sales were disappointing. Turnover was lower 
than in May and no better than in June 1950. Sales 
were definitely worse than in June last year, although 
it might be argued that June 1951 was still a time of 
buying for stock by the public, a possibility which 
brought its nemesis for the shops in the autumn. The 


‘figures for clothing of all kinds look no better, in 


fact, than in any 'normal June compared with a 
given level for the month before — and this in a year 
when the tax rebates should have imparted some 
buoyancy. 

To judge from the employment figures for the 
earlier part of June there was a notable recovery in 
the textile figures - which is no more than might 
be expected from the way the previous month's 
statistics had behaved. It has to be borne in mind, 
however, that this fall in unemployment may be 
partly due to the fact that some workers in the textile 
areas did not bother to register at a time of the 
wakes weeks – a point which the Ministry of Labour 
makes on issuing the unemployment figures. 


Productivity in Diesels 

The Anglo-American Council on Productivity has 
now issued a follow-up report on productivity in the 
internal combustion engine industry, which means 
in effect, on diesels. It is now about two years since 
the team from that industry visited the United States 
and issued its report, so there has been time for any 
recommendations it may have made to percolate 
both up and down in the industry. ` 

It is exceedingly difficult to say what leaven the 
team have been able to introduce into the industry, 
for whether there had been a productivity team sent 
to America or not, these last few years would have 
been stirring times in the diesel industry. It has 
indeed gone through a revolution – in some quarters 
a stormy one – and'it would be very difficult to say 
just how important to the play, the staid promptings 
of the productivity report from the wings may have 
been. The diesel industry realized that the conditions 
which obtained at the end of the war gave it an 
unrivalled opportunity to expand in the export 
market and it has taken its opportunity. 


• 
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FINANCE AND COMMERCE. | 


Threat of industrial unrest over wage claims has 
checked stock markets which appeared to be develop- 
ing a firmer tendency. Turnover remains on a very 
small scale and market trend can be changed com- 
pletely by only a minor shift of buying or selling 
pressure. | | 
Banks’ Investments 

We reproduce this week the half-yearly figures of the 
Midland Bank Ltd, in the form in which they were 
issued. They record an important change in the 
treatment of investments which has been explained 
in an announcement by The Bankers’ Clearing 
House. In effect, the majority of the ‘Big Five’ - the 
Midland, Westminster, Lloyds, and Barclays - have 
decided to ignore for accounting purposes the 
further depreciation in their holdings of Government 
securities since end-rg9sr, the date of their last 
annual accounts. Previously, by long-standing custom, 
any such depreciation was covered by transfers from 
undisclosed contingency reserves or from pront and 
loss account, 

‘It should be noted’, stated The Bankers’ Clearing 
House, ‘that the British Government securities held 
by these banks all have fixed redemption dates, the 
majority maturing within ten years. As in the 
ordinary course of business, the banks realize only 
comparatively small amounts of investments, and 
then usually in the shorter-dated securities, the 


amount of the fall in the market price this half-year 
and most of that previously provided for, will be 
recovered in due course.’ 

In the aggregate, the holdings of British Govern- 
ment securities of these four banks totalled approxi- 
mately £1,371 million while the market value was 
just under £1,336} million making a total deprecia- 
tion of £344 million. 


Lewis Berger 
The directors of Lewis Berger & Sons Ltd show by 
the production of accounts in a little over three 
months from accounting date that widespread inter- 
ests are no insuperable obstacle to the issue of 
accounts in reasonable time. The company is the 


-head of a group of thirty-seven companies operating 


twenty factories over the Commonwealth territories 
and in France and Eire. Its development oversea has 
reached the point where more of the profit comes from 
abroad than is earned from the home trade. Profit, 
before taxation is up from £810,054 to £930,010, an 
increase of some 15 per cent, while net assets, sub- 
stantially increased in recent years by the retention of 
profits, now exceed £6 million. 

. Since the close of the year, Berger House, a new 
office building in Berkeley Square, has been completed 
and the company's leasehold interest in it sold at a 
figure substantially in excess of cost. A sublease 


MIDLAND BANK LIMITED 





The following is a summary of the figures given In the Statement of Accounts of the Midland Bank Ltd made up on June 30th, 1952, in comparison with 


the position shown by the Bank on December 3lst, 195], and June 30th, 1951: 























Increase or 
decrease from 
А June 30th, 1951 
to 
LIABILITIES r- june zh 19515 Рес. Sie 1951-4 eune 30th, 1952-4 June 30th, 1952 
£ 
Capital paid up 15,158,621 15,158,621 15,158,621 is 
Reserve Fund (including Share Premium Account £2, 871 224). 15,158,621 15 158,621 15,158,621 om 
Current, Deposit and other Accounts . . 1,322,960,930 1,348,52 1,343 1,264,898,522 — 58,062,408 
Acceptances and Confirmed Credits on account of Í Customers 58,430,643 61,703,597 35,102,066 — 23,328,577 
Engagements on account of Customers .. Е . 27,265,789 27,466,472 25,635,582 -— 1,629,207 
£1,438,974,604 £1,468,003,654 £1,355,954,412 —183,020,192 
ASSETS 96 of 96 of 96 of 
Deposits Deposits Deposits 
Coin, Bank Notes and Balances with the Bank of England 108,061,276 82 111,111,642, 82 102,750,432 81 — 5,310,844 
Balances with, and Cheques in course st collection on other А 
Banks In the British Isles e . .. "m . 50,915,470 3-8 63,726,092 47 50,205,017 40 — 710,453 
Money at Call and Short. Notke .. .. m oe 83,582,553 6-3 82,249,988 61 84,819,610 67 + 1,237,057 
Bills discounted: NR 
British Treasury Bills. .. .. .. oe .. = 279,148,741 207,877,581 223,979,474 ~~ 55,169,267 
Other Bills Я 55 РР ij vs oe 31,891,277 57,433,476. 23,968,542 7 ~ 7,922,735 
Total Bills discounted — .. ^. Ее m ов 311,040,018 23-5 265,311,057 197 247,948,016 19:6 — — 63,092,002 
Treasury Deposit Receipts .. í à . 64,000,000 48 20,000,000 1-5 25 — 64,000,000 
Investments: 
Securities of, ar guaranteed by, the знн Government . 325,931,273 422,316,563 422,289,953* + 96, - ee? 
Other investments ce 2. E os = 2.067,838 2,064,416 2,069,414 + 576 
Total Investments aS io n 327,999,111 248 424,380,979 31-5 424,359,367 335 + 96, 360" 256 
Advances .. .. 389.464,093 29-4 393,629,829 29-2 366,491,278 29-0 — 22,972,815 
Liabilities of Customers for ‘Acceptances ete. sis 85,696,432 89, 170, 069 60,738,648 -= 24,957,784 
Shares Іа Yorkshire Penny Bank Ltd oo в s 37,500 937,500 7,500 "i 
Shares in Subsidiary Banks age Companies" . 8,905,776 8,855,384 8,855,384 — 50,392 
Bank Premises ox 5 Ex e Е 8,372,375 8,636,114 8,849,160 + 476,785 
£1 ,438,974,604 £1,468,098,654 . £1,355,954,412 —1£83,020,192 
Contracts running for sale of Foreign Currencies, covered by 
purchases to a corresponding amount .. 22,738,165 18,717,277 16,200,395 — 6,537,770 


* Investments in British Government Securities ‘amounting to £422,289,953, which are all redeemable at fixed dates, the majority maturing 
within ten years, are taken at under cost and below redemption price, No provision has been made out of the current half year’s profit, 
neither has any transfer been made from Contingency Reserves or the Reserve Fund to write down these investments during the half year 
ended June 30th, 1952, Market value of these investments on June 30th, 1952, was £409,348,873. 
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of the building has been. taken by the company, 
providing security of tenure. . 

The annual production itself is rather startling i in 
what we have termed ‘embellishments’. It includes а 
contribution by Sir.Alan Herbert in ‘A. P. H.' style, 
in which һе extols the name of: Berger. It concludes 
with a picture in colour of Supreme Court,. the 
racehorse which set its owner, Mrs Мега І.Шеу, a 


director of the company, at the top of winning owners - 


in 1951. And the parallel is drawn between quality 
in horses and in paints. The point is emphasized in 


THE A.P.V. COMPANY LIMITED 


Financial Summary – Parent Company's Accounts 
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the report that the brochure is intended: not ‘only 
for shareholders, but also for circulation oversea and 
in the company’s public relations. 


Useful Summary S | 


We give а warm welcome to the much improved 
form in which the annual publication of the. A.P.V. 
Co Ltd is presented and particularly to the financial 
summary. This summary is best appréciated as 
presented to shareholders rather than by description 
and we therefore include it as part of our reprint service. 


1951 1950 

Pr о etn WX виа Comparative figures 
TE у " e for the previous year : 
‘ adjusted where necessary 





























Е -£ £- £ 

Turnover .. vs 2% ve ES meo v ae 45 ae Pr ae Ба #3,225,000 £2,624,000 

Raw Materials and purchases for resale, Maintenance of Plant and Tools, Insurances of assets, 

factory and sales administration expenses (excluding salaries and wages) es ws E 1,924,000 1,526,000 

Wages to hourly paid employees es vi oe % è óx vs s 306,000 252, 

Piece work bonus haurly paid employees sn 25 sa n a А e „~ 79,000 65, 

Production bonus hourly paid employées wc ye See АБ M ~ w 41,000 31,000 

n А 426,000 2 348,000 

Salaries and Wages to management and in employees. .. sis $ä 5 vs * 253,000 246.000 . s 

“Bonus to staff Е an PN x У m +e - ; . ^ 89,000 68,000 
a — 342,000 314,000 

Pensions, Insurances and other employee benefits — .. is. a vi s N v. 35,000 29,000 

Depreclation of plant and equipment ; Note x ; E аа s 67,000 69,000 

Income Tax and Profits Tax .. .. m eM T 270,000 224,000 

Net Dividends to Preference and Ordinary Shareholders ae .. * ane .. . 68, $2, 

Net Profit — Retained' in business for development purposes РЕ А m m 93,000 62,000 

' £3,225,000 £2,624,000 

Trading Profit > .. we, owe ay s» "А oe tee P we ie £565,654 £474,302 

~ едо 

Total pay roll including benefits... ,. ... Si .. а £803,000 £691,000 

Current Asse id за 35 ЗА $ С . 3,979,473 2,829,495 
Less Corrent Liabilities &» à xe * .. М 1,808,824 1,385,606 

Surplus Current Assets.. $a 58 vs Р РЕ ve А » 2,170,649 1,443,889 

Buildings, Machinery and equipment attost .. Бе ‘ú а V 25. e 1,076,236 | 746,575 
Less Total depreciation to date .. e on .. . «s ee БА 533,818- 466,593 

i Book Value of Fixed Assets .. m oe m m .. 542418 - 279,982 

Investments In Subsidiary Companies .. i ER m Ss m .. 206,180 86,266 

Total Net Assets - Parent Company .. зж .. os m . .. £2,919,247 £1,810,137 
Number of employees at December 31st, 1951, of whom ea have been In the service 
of the Company for 20 years or more .. . "m .. os 1,400 1,320 
Number of Shareholders ee КУ ae pn n и wu" Ба v? ЕА 1,500 = 1,200 
Financlal Summary – Consolidated Accounts . 
1951 ` 1950 
- £ £ £ 

Trading Profit of Group .. m .. as .. E . . ~. #719,030 #540,615 

Current Assets m .. .. .. .. .. .. . x .. 4,440,898 3,079,744 
Less Current Liabilities M oe E ja .. .. .. . m . 2,004,774 1,584,093 

Surplus Current Assets.. sa er s КЕ ú M 2,436,124 1,495,651 

Book Value of Fixed Assets — .. T .. es s» .. > .. 712,673 360,9 

Investment In Associated Company .. .. Mis M 25 СЯ — 32,856 

Total Net Assets - Group wk a a e ^0 £3.48797 £1,889,411 
Parent -Parent |. 

Capital Employed Company Group Company roup 
Issued Capital с .. .. . m .. .. . 1,385,690 1,385,690 1,135,690 1,135,690 
Capital Reserves ak њи "m .. в У Mn" E» 1,504 369,492 296,853 288,969 ` 
Revenue Reserves .. ES v» m . "m m . ae ve БА 3! 1.059 393,069 218,594 297,990 
Deferred Liability .. s as .. .. i oe .. . ae га 171, 239,712 159,000 160,875 

, 2,269247 2,387.963 1,810,137 1,883,524 
Unsecured Loan Stock .. .. .. .. .. m .. m .. .. 650,000 ,000 — — 
Loans on Mortgage .. = 19,454 x — -— 
„Outside Shareholders interests (being the. proportion ‘of Assets appropriate to the share- 
holding of outside Shareholders in Subsidiary Companies) . e ks E «s — *. 91,380 — 5,887 
| а £2,919,247 3,148,797 £1,810,137 1,889,411 
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The company specializes in the erection of stainless 
steel equipment for dairies, chemical, pharmaceutical 
and other factories and pictorial descriptions of some 
completed contracts are included with the report. 


In Terms of Wheat 


Our attention. has been drawn to an interesting 
adjustment of profits in terms of the price of wheat 
by Mr George F. Earle, the chairman of The 
Associated Portland Cement Manufacturers Ltd. 
Mr Earle valued the. 1951 £ at 55 3d on the basis 
that wheat cost 1145 5d, as compared with the pre-war 
29s 11d, per quarter. Taking this standard, the profit 
before depreciation and taxation, he calculated at 
£1,824,505 compared with {2,423,457 pre-war, 
depreciation and replacement reserve, £597,373 
against £760,642, taxation £1,018,390 against 
£773,200, and ordinary dividend, less tax, £165,211 
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against £674,391. And in case any stockholder felt 
like working out his dividend in terms of tobacco, 
Mr Earle said we paid the U.S.A. 1s 44d per Ib. pre- 
war and 45 1054 in 1951. ; 

Mr Earle made the comparison in dealing with the 
effects of inflation. One feels, however, that it would ` 
have been more convincing if made on the basis of 
a general commodity index. Probably the same 
conclusion would have emerged but it would' have 
been more firmly based. 


Money Market 
Applications for Treasury bills totalled £295,145,000 
on August 8th. Bidding at £99 7s gd, the market 
obtained 68 per cent of requirements with the average 
rate £2 gs 0:410 per cent. Of the £230 million of 
bills offered £220 million were allotted and this 
week’s offer is at the latter amount. 


REVIEWS 


Selected Readings in Accounting and 
Auditing Principles and Problems 
Edited by Mary E. Murphy, Ph.D., C.P.A. 

(Prentice-Hall Inc., New York. $5.25 net), 
This anthology of accounting literature, the first of 
its kind in America, is a prospect of the profession — 
its historical development, modern techniques and 
problems, and its future. It contains examples of the 
writings of many leading authorities, American and 
English, and the editor is to be congratulated both 
on the extent of her reading and on the discrimination 
with which she has selected the most appropriate 
samples. Some of these are already well known and 
many others will doubtless become familiar as a 
result of their inclusion in this distinguished collec- 
tion. To more than 400 pages of text are added a 
further 14 pages of supplementary bibliography. 
If the inquiring reader is not content, therefore, with 
the riches of the book itself, he may go on to absorb 
the additional books and articles to which Dr Murphy, 
with great prodigality, refers him. ' 


Principles of Auditing with Typical Questions 
and Answers 


by E. Miles Taylor, F.C.A., F.S.A.A., 
and Charles E. Perry, F.C.A., F.S.A.A. 
Twelfth Edition | : 

revised by A. C. Simmonds, F.S.A.A. 

(Textbooks Ltd, London, and The British College of 
Accountancy Ltd, London. 15s net) 

. Believing that junior clerks become, of necessity, too 
immersed in detailed checking, the authors wrote 
this book to enable the reader to see the various parts 
of an audit in their proper perspective. Every aspect 
of checking and verification seems to be covered and 
related to the larger objective, and interspersed in the 
text are 102 key questions to which fully reasoned 
answers are given. 


: 'The Income Tax Act, 1952 
by Miss H. G. S. Plunkett, Barrister-at-Law t 


(Sweet & Maxwell Ltd, London; Stevens & Sons Ltd, 
London; and W. Green & Son, Edinburgh. 30s net) 
This annotated copy of the new Income Tax Act is 
reprinted from the publishers’ ‘Current Law 
Statutes Annotated. One can only marvel at the 
speed with which it was produced, particularly after 
several months’ use of it has proved the utility and 
soundness of the annotations. Unlike many modern 
annotations, those in this work avoid the irritating 
practice of merely paraphrasing the sections. They 
draw on a wealth of practical experience of the back- 
ground law and give really useful additional informa- 
tion with, in most cases, commendable brevity. 
After each section, its derivation is given, together 
with a list of other provisions of the Act relevant to 
it, and a reference to the appropriate article in 
Konstam. . 
SHORTER NOTICES 

Јокрам 5 MODERN Booxk-KEEPING, PART I AND Key. 
Third Edition by Frank H. Jones, F.A.C.C.A., А.С.1.8. 
(Jordan & Sons Ltd, London. 7s 6d net.) First pub- 
lished in 1947, this elementary text-book is already 
in its third edition. An unusual feature is a cautionary 
list, at the end of each chapter, of common mistakes 
to be avoided. A complementary volume, containing 
a fully worked key to the exercises, now appears for 
the first time. 

Business BOOK-KEEPING, by John Routley. Fourth 
Edition by Cyril E. Hall, r.c.a. 7s 6d net.; and KEY то 
Business BooK-KEEPING, by R. A. Goodman. Second 
Edition by Cyril E. Hall, r.c.A. 205. (Sir Isaac Pitman 
& Sons Ltd, London.) The fact that a fourth 
edition has been called for testifies to the value of 
this manual both to students and to teachers of com- 
mercial book-keeping. The complete revision of the 
practical examples it contains has made the publica- 
tion of a second edition of the key necessary. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Market Valuation 


Sm, ~ When calculating the market value for Govern- 
ment securities for balance sheet purposes should 
one deduct from the value the net accrued interest 
which had been allowed for in the company’s 
accounts at the year end, or should the market value 
stated on the balance sheet be the actual Stock 
Exchange value as at the year end, ignoring all 
calculations of accrued interest on the securities 
which had been made in the company’s accounts? 
Yours faithfully, 
W. J. D. 
[The Eighth Schedule of the Companies Act, 1948, 
dealing with the general provisions as to the balance 
sheet and profit and loss account, does not give an 
exact definition of the ‘Stock Exchange value’ of an 
investment. It would seem equitable, however, to 
deduct from quotations used for balance sheet valuation 
«purposes any element of accrued interest therein which 
has been credited to the company’s revenue account, 
provided that the amount involved is material. – Editor.] 


Marginal Small Income Relief 
Зв, – I refer to the comment on page 65 of The 
Accountant of July roth that this relief can never 
apply to a married man, and submit the following 
я your observations. 


Total income (unearned) . 


£ 
274 
Personal allowance J 


210 





Taxed £64 at 35= £9 12s od 


— 





Applying relief: 
2/oths of £250=£56. Personal allowance £210 
(no tax on £250). 
Tax payable=2/sths of (£274—{250)-+ nil. 
= 29 125 od. Р 





Incomes below {274 therefore benefit from the 
relief, 

Example 

Income £251. Тах at 3s on (6251— 210) = £6 35 od. 

Applying relief: 


Nil plus (£251—£250) x 2/sths = fo 8s od. 





Yours faithfully, 
Liverpool, 12. E. R. KERMODE. 


[We are obliged to our correspondent for pointing 
this out. — Editor.] 


Creditor's Claim in a Creditors’ Voluntary 
Winding -up 
Sir, – Prior to the liquidation of a limited company 
an action had been taken against the company for 
infringement of patent rights and the plaintiff was 
.awarded damages against the company. The amount 


of the damages was not fixed and the judge concerned 
ordered that the records of the company should be ` 
made available so that the appropriate details could 
be ascertained. All this information has been submit- 
ted to the plaintiff, but the amount of the damages 
has not at any time been agreed or stated. 

Liquidation has now been proceeding for one year, 
but the plaintiff has not submitted any proof of debt 
and has not made any attempt to agree the amount of 
the damages. On the other hand the plaintiffs claim 
a lump-sum payment in settlement of the claim for 
damages. The claim appears to be unsecured and, 
therefore, must rank for dividend. Proper notice has 
been submitted to the plaintiff to submit proof of 
debt and as it is now proposed to close the liquidation 
as all other matters have been settled, we are wonder- 
ing whether any of your readers have experiences of 
this particular point which would be of value in , 
coming to some finality in this matter. 

"Yours faithfully, 
E ' ` H.S.D. 


Pension Fund Problems 


бтв, – А large limited company, domiciled in a 
country where successive depreciations of the national 
currency have considerably decreased the purchasing 
power during the last generation, maintains a pension 
fund for which it is its own insurer. 

A retirement pension is guaranteed at 65 years to 
all personnel joining the pension fund. The pension 
payable is arrived at after multiplying the number of 
completed years’ service by one-sixtieth of the 
average earnings of the three last years. 

The company shows its liability, as adjusted by 
actuarial calculation, in each yearly balance sheet, 
the reserve shown covering the pension liability at 
that date based on present remuneration and service 


‘completed at balance sheet date. 


Where salary increases are granted during any 
year, the increase of the actuarial reserve is abnormally 
influenced in that year, since the adjustment is 
relative, not only to the present year, but to past 
years. When, in a regime of depreciating currency, 
cost of living increases are material, its influence 
could be considerable. 

The question we would like to ask is how to treat the 
charge resulting from increases to the actuarial reserve: 

(a) whether to take the charge in the year in which 

salaries were increased; or ` 

(5) to utilize (wholly or partly) reserves created in 

the past; or 

(c) to spread the charge over the future, e.g. by 

apportioning out over each employee's unex- 
pired working career. 

Would readers be of the opinion that the solution is 
the same whether the increase is due to: 
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(а) cost of living increases; - 

(b) promotion through merit or loyal service. 

An important corollary to this question arises in. 
addition when employees are. engaged from. allied 
companies of the group, all having’ generally similar 
pension schemes. At’ present, the company accepis 
the creation charge of the actuarial reserve for such: 
personnel, the allied company guaranteeing her pro- 
portion. of the pension; Of course, every increase 
granted.to the transferred man increases our actuarial 
. liability. Increases being either of merit promotion or 
through cost. of living. increases, would readers 
consider it logical to call upon the allied c company to 
contribute in both cases its part of such increases. 
arising from the past service of the man with it?. 

To date, the company has asked allied: companies 
to contribute ‘to an adjustment to past years in both 
cases. Can this viewpoint be upheld? 

yor Pi Less Yours faithfully, “3 

MELBOR. 


The Profit Ratio 


Sir, – I refer to Mr T. S. McAlpine's article, ‘The 
· Profit Ratio’, in your issue of July 26th... 

While. -agreeing .broadly that modern costing 
technique.has tended to stop short at cost ascertain- 
ment, and has not formulated any well-defiried 
principles for calculating profit, I feel that he does 
less than. justice to the modern cost accountant on 
this point. à 

Profit is so often determined bi economic factors 
outside the control of the cost accountant that it is not 
surprising that precise rules for relating this profit to 
cost, in one form or another, have not been evolved. 

^ The anomalies in calculating profit as a percentage 
of total cost, so well illustrated in Mr McAlpine’s 
article, may not be so. widely appreciated as they 
should be, and his words of warning are timely now 
that material prices are falling. 

I should like to stress an important aspect of this 
problem not illustrated by Mr McAlpine, though it is 
a distant relative of his ‘free issue material’ example. 

This is the necessity for excluding material cost 


from total. cost in assessing the relative profitability’ 


of products, similar in conversion cost, but manu- 
factured in various materials, a not uncommon 
problem in modern incustry. ! 
Example. B 
A is a product made in tin. 

B is a similar product made in aluminium. 





B 

Case 1 | Ј £ s d £s d 
Direct materials оо о о IO о о 
Direct labour oes 6s 5.0 o 5.00 
Overheads . о оо IO 0 O 

Total cost Ig o O 25 оо 
Selling price 126.10 о 27 10 о 

Profit fir ro о £210 o 
Profit as 4 percentage of total 

cost Сар 10% 10% 
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Саѕе 2, . - + 





s d ££ s d. 

Direct materials 100 оо ооо 
_ Direct labour | Se uke, Be о о 5 о 0 
"Overheads: Му јо. о ^0 10 о о 
"Total cost. tera I5 0 0 25 о o 
paling Nu H Е . 125 оо 35 оо 
Profit Ae с о-о 0 Lio oo 








Profit asa percentage of total 
cost : . 9% i 4%“ 
In case 1, A is four-io p times as profitable as. 

B from the logical conversion cost standpoint, but 

the profit ratio on total cost discloses. no difference 

whatever. =- 

In case 2, both products ie equal profitability 
in relation to conversion cost, but the ‘total cost’ 
ratio attributes overwhelming superiority to B. |... 

The dangers in this anomaly facing directors 


grappling with such problems as the discontinuance _ 


of certain lines, the expansion. of others, and so 9n, 
need no stressing. Dd 

Yours faithfully, b 
| Ба Кепі. E. SEAMAN. ~e 


Bank Interest and Charges ` ' 
Sir, — Recently, as well as in January, most people 
having overdrafts on their banking accounts, found 
sums debited for interest in their bank’ statements 
which at first sight gave them a shock. It is not 
generally appreciated just how.much work is done 
by the banks and how good are the facilities they 
provide. 

Upon request for an analysis of the charge’ for 
interest, the banks will advise that the debit covers 
interest and charges separately. Taking charges first, 
it will be found that these normally are calculated at 
15 3d per cent on the turnover on the account. 
Assuming an account with.a turnover of £250,000, 
the charge would therefore be £156 5s od per annum. 


For this sum the bank provide cheque books (not | 


including stamp duty), paying-in books, and generally 
run the account including the clearance through their 
organization, of all cheques drawn or paid in. ‘Of 
course, in these days of inflation, the 1s 3d per cént 
has produced for the banks a much larger sum for 
charges, and similarly the introduction of purchase 
tax automatically increased the banks’ income, but 
then, had this not occurred, the banks would have 
had to increase the basis on-which their charges are 
calculated in order to keep pace with universally rising 
costs. 

As regards interest, the banks of course are linked 
with Government financial policy, and when the 
Bank Rate was 2 per cent they only charged 4 per cent 


in approved cases. Now the Bank Rate is 4 per cent | 


they normally charge 5 per cent, but whereas before 


they gave little ог nothing for money deposited with 


them they now allow about 2 per cent interest. 
If ап effort is made to agree the charge for interest 
appearing in a bank statement it will be found that, 
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the banks allow for а time-lag of four days to гаре 
them to collect cheques paid into an account. Again 
assuming a customer with an overdraft pays in 
£250,000 in cheques to his account, this. time-lag of 


four days accounts for interest of {112 105 od per. 


annum of the total interest charge. The four days is 
a standard period a за by all banks to allow for 
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delay in them actually receiving.credit for the cash 
represented by the cheque. 

Perhaps this explanation will help bank customers 
to realize what it is that their bankers do to justify 
the interest and charges which otherwise might be 
thought to be excessive. Yours morc 


TAXATION CASES 


Full reports of the cases summarized in this column will be published, with Notes on the Judgments, 
| in the Annotated Tax Cases. Я 


G.LR. v. Guthrie 


In the Court of Session 
June 25th, 1952 
(Before Tue Lorp РкеѕІрЕМТ (Lord Соорев), Lord 
Carmont and. Lord RUSSELL) 


Tioma: Machinery or plant — Initial allowance — 
Payment for car- Inability to obtain delivery- 
Whether allowance permissible — income: Tax Act, 
1945, Section 15. 

• The appellant paid about £1 344 for the purchase 
of.a car for the purpose of his: business of a butcher, 
but was unable to obtain delivery of the car, and the 
seller became insolvent: There was evidence that a 

> fraud had been perpetrated on the appellant: 

The appellant contended that he had incurred 
capital expenditure, within Section 15 of the Income 
Tax Act, 1945, on the provision of machinery or 
plant for the purposes. of his trade, and that he was 
entitled to the initial: allowance under that section, 
notwithstanding that the car had not been delivered 


to him, and would not be delivered. The Special · 


Commissioners decided in his favour. . 
. Held, that the. Special SORIDUEMDHIH decision 
was correct. 


C.I.R. v. Toll Property Co Ltd 1 Gn LESE 
T In the Court of Session | 
57 Јапе, 18th, 1952 

(Before Tue Lorn Prestpenr (Lord СООРЕЋ), Lord 
» Савмомт and Lord RUSSELL) . 

Income-tax — Property | transactions — Acquisition. of 
property by individual – Transfer to company – Com- 
pany formed for investment or resale of real property — 


Sale of property seven years afterwards – Whether -a 


transaction in the nature of trade — Income Tax Act, 
1918, Section 237. 

A property in Glasgow consisting of three tene- 
ments of houses and four shops was acquired by a 
demolition contractor in 1941 for £20. Nine months 
later a company was incorporated at the instance of 
the purchaser, its principal object being to acquire 
real estate ‘for investment or resale’, and in particular 
to acquire the property in question. "The property was 
purchased in the hope that a profit might be made 
out of it at some future time, and the intention in 
forming the company: was to limit any liability that 


might arise from the. possibly dangerous condition of 
the property. The company spent money on alterations 
and repairs, and demolished a part of.the property, 
and sold off a portion of it. In 1949 the remainder of 
the property was sold for £3,000, and the company 
went into voluntary liquidation. 

The General Commissioners decided by a. majority 
that the transaction was not in the nature of trade, 
and that the surplus arising from the sale was an 
appreciation of capital arid was. not assessable. The 
dissenting General Commissioner was of the opinion 
that the property was. purchased with the intention of 
resale at a profit.when a suitable opportunity arose, 
and that, therefore, the purchase and’ sale constituted 
an adventure in the: nature of trade, j 

Held, that in view. of the nature of the fabae TA 


‘the purpose for which the.company was formed, and. 


its main objects, the decision of the dissenting, General 
Commissioner was. correct. i 


. Wilsons. (Dunblane) Lta v. C. L R.. 


- In the Court-of Session ~~ ` 
June 25th, 1952 Pu 
(Before Tue: LORD PRESIDENT (Lord "CooPER), Lord 
CaRMONT and Lord RUSSELL) 
Income-tax ~ Machinery and plant~ Sale between 
controlled persons — Transfer at open market price — 
Whether limit of recharge HAE Income Tax 
Act, 1945, Section 59. ^ ` 
Machinery - and. plant was transferred to the 
appellant company by a partnership the members of 
which controlled the company. 'The machinery and 
plant was transferred for £17,554, which was the 
open market price at the.date of transfer. 
The Inland Revenue contended that notwithstand- 


. ing that the machinery and plant had been transferred 


at market price, Section 59 (2) of the Income Tax. 
Act, 1945, applied, in that Section 59 (3) was merely 
a modification of Section 59 (2), and that accordingly 
the sum on which the.allowances to the company 
could be based was only the limit of recharge . pro- 
vided for by the låter subsection, which in the 
present case was £8,000. The Special Commis- 
sioners decided in favour of the Inland Revenue. 
Held, that the Special Commissioners’. decision 
could not be supported, and that the appellant was 
entitled to the.allowances:based upon the £17,554. 
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C.LR. v. Broomhouse Brick Co Ltd 


In the Court of Session 
June 25th, 1952 
(Before Lord Carmont, Lord RussELL and 
Lord Sorn) 

Income-tax — Brick-making — Purchase of blaes (pit 
refuse) - Tenancies of land on which bings of blaes 
situated — Debits of estimated costs of amounts of blaes 
used — Whether these sums deductible — Income Tax 
Act, 1918, Schedule D, Cases I and II, Rule 3 (f)- 
Finance Act, 1934, Section 21. | 

The respondent company manufactured bricks 
from blaes or pit refuse, and regularly purchased 
bings of blaes and used the blaes as the raw material 
for the making of bricks. In 1936 the company 
entered into agreements in relation to two bings, 
pursuant to which it purchased the material in each 
of the two bings for £475 and {1,000 respectively, 
and took a tenancy of each of the sites on which the 
bings were situated. These tenancies were for twelve 
and a half years and fifteen years respectively at rents 
of £5 a year in each case. Provision was made for the 
extension of the duration of the tenancies and also for 
the payment of rates, fencing and other matters. 

The sums of £475 and £1,000 were charged to 
capital account by the company, but each year a part 
of the total of £1,475 was debited to revenue. ‘The 
amount so debited in any given year was the estimated 
cost of the amount of blaes used in.the year. In the 
accounts for the period to May 31st, 1947, a sum of 
£200 was debited in the profit and loss account on 
this basis, and it was not disputed that that sum was a 
fair estimate of the cost of the blaes consumed during 
that period. The General Commissioners decided that 
the {200 was allowable as a deduction for tax 
purposes. 

Held, that the General Commissioners’ decision 
was correct. 


In re Keele Estates 
In the Court of Appeal 
May 23rd, 1952 
(Before THe MasrER or THE RoLLs (Sir RAYMOND 
EVERSHED), Lord Justice Втвкетт and Lord Justice 
Romer) 

Estate duty — Incidence — Portions charged by will on 
reversionary property — Portions charged by deed – 
Estate duty on death of life tenant — Liability of 
portioners to bear part of duty — Finance Act, 1894, 
Sections 8 (4), 14 (1) - Land Transfer Act, 1897, 
Section x — Law of Property Act, 1925, Section 16 (1). 

The testator settled real estate on W. S. for life and 
then for Colonel S. for life and then for the latter's 
sons in tail, and, in default of male issue of Colonel 
S., for W. S. his heirs and assigifs. Colonel S., having 
survived W. S., died without leaving male issue; he 
was survived by his wife, in whose favour a jointure 
had been charged by the testator on the settled 
property, so that the settlement continued to exist. 

W. S., by his will, again settled the estates (should 
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he become entitled thereto), and provided for the 
raising of portions of £20,000 for each of his daughters. 
Each portion was settled. He also authorized every 
tenant for life to charge the property with portions for 
the children of the tenant for life, but not exceeding 
£25,000. H. S., who was then the tenant for life in 
remainder, by a deed made in 1931 charged the estates 
with £15,000, clear of death duties, in trust for his 
five daughters. H. S. succeeded to a life interest, and 
died soon afterwards. 

The questions arose, in connexion with the death 
of Colonel S., (1) whether the daughters of W. S. 
were liable to bear a proportion of the. estate duty 
thereby becoming payable, (2) whether the daughters 
of H. 5. were so liable. 

Held, (1) that the daughters of W. S. were liable to 
bear a proportion of the duty payable on the death 
of Colonel 5.; (2) that the daughters of H. S. were 
liable to bear a proportion of that estate duty, and 
also to bear a proportion of the duty payable on the 
death of H. S.; (3) that neither the will of W. S. nor 
the deed of 1931 contained any express provision to 
the contrary, within Section 14 (1) of the Finance 
Act, 1894, so as to relieve any of the daughters from. 
this liability; (4) that in so far as the deed of 1931 
purported to charge the settled property for a sum 
(inclusive of estate duty) exceeding £25,000, the 
deed was inoperative. 


Lawrie v. C.I.R. 


In the Court of Session 
June 19th, 1952 
(Before THE Lorp PresipENT (Lord Cooper), Lord 
CARMONT and Lord RUSSELL) 
Income-tax — Repairs to property — Estimate obtained 
for repair of roof of building — Subsequent decision to 
provide new roof and enlarge whole building — Whether 
portion of total cost deductible as cost of repairs – 
Income Tax Act, 1918, Schedule D, Cases I and П, 
Rule 3 (4), (8). | 

The appéllants, a firm manufacturing concrete 
slabs and blocks, occupied premises which fell into . 
disrepair during the war. After the war an estimate 
was obtained for the repair of the roof of the building, 
and the estimate was £5,750. Further advice was 
taken and in consequence the appellants decided to 
lengthen and heighten the building and to provide 
an entirely new roof. When this work had been 
carried out the floor space in the building was 
increased from about 12,000 square feet to 14,500 
square feet and the cost of the whole work was £4,899. 

The appellants claimed that they were entitled to 
deduct, in computing the profit of the period for tax 
purposes, five-sixths of the latter sum, this proportion 
being equal to the proportion between the old floor 
area and the new. 

Held, that the operation in respect of which the 
£4,899 was spent was a renewal of the building, and 
that the whole of this sum was capital expenditure 
which was not deductible for tax purposes. 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 
SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council, held 
on Wednesday, August 6th, 1952, at the Hall of the 
Institute, Moorgate Place, London, EC2, there were 
present: 

Mr T. B. Robson, M.B.E., President, in the chair; Mr J: 
Blakey, Vice-President; Messrs H. Garton Ash, О.в.Е., M.C., 
W. L. Barrows, Sir Harold Barton, Mr T. Hamilton Baynes, 
Sir В. H. Binder, Messrs C. W. Boyce, с.в.., W. С. 
Campbell, P. F. Carpenter, W. S. Carrington, S. W. 
Cornwell, A. S. H. Dicker, M.B.E., G. R. Freeman, P. F. 
Granger, H. Crewdson Howard, Sir Harold Howitt, G.B.E., 
р.5.0., M.C., Messrs W. R. MacGregor, P. Morgan-Jones, 
S. J. Pears, P. М. Rees, M.c., С. F. Saunders, Gilbert D. 
Shepherd, M.B.E., K. G. Shuttleworth, C. M. Strachan, 
O.B.E.,, E. D. Taylor, T. A. Lacy Thompson, р.5.0., M.C., 
G. L. C. Touche, E. Gordon Turner, M.C., А. D. Walker, 
T. Walton, Sir Nicholas Waterhouse, K.B.E., Mr H. B. Т. 
Wilde, with the Secretary and Assistant Secretaries. 


"Exemption from the Preliminary Examination 


Five applications under bye-law 79 for exemption 

from the Preliminary examination were acceded to 
One application under bye-law 63 (a) for exemption 

from the Preliminary examination was acceded to. 


Reduction in Period of Service under Articles 


Five applications under bye-law 61 for a reduction in 
the period of service under articles were acceded to. 

'Two applications under bye-law 63 (c) for a reduc- 
tion in the period of service under articles were 
acceded to. 


Exemption from the Intermediate Examination 


Fifteen applications under bye-law 85 (а) for exemp- 
tion from the Intermediate examination by articled 
clerks who had produced evidence of having graduated 
by taking one of the degree courses approved by the 
Council under bye-law 62 were acceded to. 

' wo applications under bye-law 85 (b) for exemption 
from the Intermediate examination were acceded to 
and three applications were not acceded to, 


Examination Results – May 1952 


The Examination Committee reported the results of 
the examinations in May 1952 as follows: 














"T Passed Failed Total 
Preliminary oi ds 83 125 208 
Intermediate 483 523 1,006 
Final 450 572 1,022 

1,016 1,220 2,236 


The following prizes and certificates of merit were 
awarded: 
Preliminary 
First in Order of Merit and the Institute Prize 
Pearl, B. I. (Plymouth). 


Second in Order of Merit 
Carr, P. F. (Harrow). 


Intermediate 
First Certificate of Merit, the Institute Prize and the Frederick 
Whinney Prize 
Price, A. S. (S. Parkinson), Leicester. 
Second Certificate of Merit and the Robert Fletcher Prize 
у Chilver, В. О. (D. J. Ginnings), London. 
Third Certificate of Merit and the Plender Prize for the 
| Auditing paper . 

Hoffman, W. M. (A. P. W. Simon), London. 
Fourth Certificate of Merit and the Plender Prize for the 
General Commercial Knowledge paper 
More, A. V. J. (C. H. Mead), London. 


Fifth Certificate of Merit and the Plender Prize for the Book- 
keeping and Accounts (Executorship) paper 
Davis, T. C. (C. E. B. M. Smith), Plymouth. 


Sixth Certificate of Merit 
Turner, J. O. (E. F. de C. Smith), Norwich. 


Seventh Certificate of Merit 
King, J. R. (C. Jordan), London. · 
Poerscout-Edgerton, C. E. (B. Gilbert), London. 


Ninth Certificate of Merit 
Cutter, B. W. (L. R. Binns), London. 


Tenth Certificate of Merit 
Halton, J. (J. W. Pickard), London. 


Eleventh Certificate of Merit 
Seymour, J. (H. Arbeid), London. 


Twelfth Certificate of Merit 
Larcom, C. C. R. (G. D. Cucksey), London. 
Scovil, S. S. (T. E. F. Leacock), London. 


Fourteenth Certificate of Merit 
Williams, R. R. (G. B. Elphick), Chester. 


Plender Prize for the Book-keeping and Accounts (Partner- 
ship) paper 
Ashcroft, W. D. (P. M. Plucknett), London. . 
Plender Prize for the Book-keeping and Accounts (Limited 
^ Companies) paper 
Stracey, M. J. L. (J. H. 5. Howard), London. 


Plender Prize for the Taxation and Cost Accounting paper 
Sulkin, R. (C. M. Luck-Hille), London. 


Final | 
First Certificate of Merit, the Institute Prize, the Walter Knox 
Scholarship, the West Prize and the Plender Prize for the 
English Law (Part I) paper 
Dean, W. R. (E. Bosley), Birmingham. 


Second Certificate of Merit and the Plender Prize for the 
English Law (Part II) paper 
Meeson, A. (H. W. Bagge), London. 
Third Certificate of Merit and the Plender Prize for the 


General Financial Knowledge and Cost Accounting paper 
Barrington, K. C. P. (Sir B. H. Binder), London. 


Fourth Certificate of Merit, the W. B. Peat Medal and Prize 
and the Roger N. Carter Prize 
Williams, W. F. (J. Hopkinson), Fleetwood. 


Plender Prize for the Advanced Accounting (Part 11) paper 
Gee, M. I. (S. K. Tubbs), London. 


Auditing Prize and the Plender Prize for the Auditing. paper 
Mead, N. J. (W. J. Lawrence), Basingstoke. 
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Frederick Whinney Prize and the Plender Prize for the 
Advanced Accounting (Part I) paper 
Rae, J. M. (H. J. R. Ledsam), Birmingham. 
Plender Prize for the Taxation paper 
Raw, T. 5. (E. W. Hammond), Darlington. 


Excess Profits Levy 
The Council authorized the publication of the following 
statement: 


‘No question requiring a knowledge of the excess profits 
levy will'be set in the November 1952 examinations.' 


Chairman and Vice- Chairman of Committee 


'The Secretary reported the appointment of Mr E. G. 
''urner as Chairman and Mr W. G. Campbell as Vice- 
Chairman of the Examination Committee for the 
ensuing year. 


- Articled Clerks in Industrial Organizations 


Four applications under bye-law 58 (c) from articled 
clerks to serve a part of their articles in an industrial 
organization were acceded to. 


Articled Clerks Engaging in Other Business 


Two applications under bye-law 57 from. articled 
clerks to engage in other business during their period 
of service under articles were acceded to. 


Resignations from the Council 


The resignations of their membership of the Council 
of Mr Thomas Fleming Birch, F.c.a., Leicester, and 
Mr Ernest Evan Spicer, F.c.A.,. London, were accepted 
with very much regret. Mr Birch had been a member 
of the Council since 1934 and was a past chairman of 
the Applications Committee; he was also one of the 
Council representatives on the Taxation and Research 
| Committee. Mr Spicer had been a member of the 
Council since 1937 and was a past chairman of the 
Examination Committee and of the Library Committee. 


Accountants’ Joint Parliamentary Committee 
Mr J. Blakey, as Vice-President, was nominated to fill 
а масапсу as a representative of the Institute on the 
Accountants’ Joint Parliamentary Committee. 


Canadian Institute of Chartered Accountants 
- . FIPTIETH ANNUAL. MEETING 
It was decided that the Vice-President and Mrs Blakey 


and the Secretary and Mrs Maclver should be asked 
to represent the Institute at the fiftieth annual meeting 


of the Canadian Institute of Chartered Accountants to. 


be held in Quebec City and Montreal commencing on 
September 6th, 1952. 


Nederlands Instituut van Accountants 


It was decided that Mr Douglas Clarke, r.c.A., should 
be’ asked to attend the Accountants’ Yearday of the 
Nederlands Instituut van Accountants to be held on 
Saturday, September 20th, 1952, as the representative 
of the Institute. . 


Finance Act, 1952: Excess Profits Levy 


The Council has been in communication with the 
Board of Inland Revenue in connexion with the 
administration of the excess profits levy introduced by 
the Finance Act, 1952.. The Council has been informed 
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that the Board will make available to accountants the 
working sheets with accompanying notes which are to 
be supplied to Inspectors of Taxes, dealing with stan- 
dard profits, the computation of profits, and undis- 
tributed profits. When these sheets are available an 
announcement will be made indicating from where 
they may be obtained. 


Royal Commission on the Taxation of 
Profits and Income = 


It was reported to the Council that oral evidence had 
been given to the Royal Commission on July 18th, 1952, 
by the chairman of the Parliamentary and Law Com- 
mittee (Mr W. H. Lawson), the President, and Sir 
Harold Howitt. 


Certificates of Practice etc. 


It was resolved: 

(1) That certificates of practice be issued to the 
following twenty-two associates who have commenced 
to practise: ; . 
Bennett, John; 1952, A.C.A.; (William E. Little 8 Co),. 

Midland Bank Chambers, Ross-on-Wye, Herefordshire. 
Bowles, Wilfred Herbert; 1936, A.C.A.; (Norton, Slade & 

Co), 453 Salisbury House, London Wall, London, EC2. 
Bromley, Tom; 1949, А.С.А.; (Wragge '& Lee), Court. 

Chambers, 15 Mawdsley Street, Bolton. 

Caplan, Woolf; 1950, A.C.A.; (W. Caplan & Co), 44 Она 

· Walk, Hendon, London, NWA. . 
Couchman, Conrad; 1952, А.С.А.; (Norton, Slade & Co), 

453 Salisbury House, London Wall, London, ECa. . 
Coward, Reginald; 1948, А.С.А.; (Sissons, Piatt & Со), 

Mazda Buildings, Campo Lane, Sheffield, 1. | 
Eady, Peter Dominic; 1952, А.С.А.; (Silk, Éady & Co), 17 

New Street, Stourport-on- Severn, Worcs. 

Evans, Edgar Frederick; 1950, А.С.А.; (Evans & Co), 3 

Queen Square, Bristol, Pes | 
Holmes, 'Geoffrey Andrew; 1951, А.С.А.; 342 Warminster 

Road, Norton, Sheffield, 8. 

Hubbard, Raymond Aubrey; 1948, А.С.А.; (Cook, Sutton: 
& Co), Orbit House, 64-65 St Mary's Butts, Reading. 
Jackson, Gerald Walter Compton; 1948, A.C.A.; (*Dearden, 
- Gilliat & Co), and (R. F. Miller & Co), 14. Lloyd Street, 

"Albert Square, Manchester, 2. 

Johnson, William Raymond; 1952, A.C AS 270 Dialstone 

Lane, Stockport. "D 
Kilsby, Douglas William; 1951, A.C.A.; (Kingdon, 

Marbeck, Antill & Co), 116 Gloucester Place, London, 


Kine ‘John Michael Ewen; 1951, A.C.A; Victoria Arcade, 
32 Deansgate, Manchester, 3. ~ 

McBrien, William Robert; 1951, A.C.A.; (Gibbons | & 
Mitchell), 7 and 8 Wellington Square, Hastings. Я 

Paine, Kenneth Frederick; 1948, A.C.A.; (Lord, Foster & 
Co), Rex House, 38 King William Street, London, EC4. 

Pratt, Peter; 1950, A.C.A.; (Pratt & Co), 25 Wellington 
Square, Hastings. 

Rendell, Peter Fairfax, M.A.; 1952, А.С. As (Curtis, Jenkins,’ 
Cornwell & Co), 44 Corn Street, Bristol, 1, and at London 
and Newport, Mon. 

Rumbles, George; 1952, A.C.A.; (Board, Hill &. Whittow), 
10 High Street, Haverbill, Suffolk, and at Cambridge.and 
Ipswich. 

Wiener, Gerald Leopold, o.B.&. 1950, А.С.А.; (Broads, 
- Paterson & Co), 1 Copthall Close, Moorgate, London, 
- EC2, and at Chicago, New York and Paris. 

Wintrip, Henry Renton; 1922, A.C.A.; (Humble & Glenton) 
4 Cloth Market, Newcastle upon Tyne, 1 к 

Wooding, Edward James Gardner; 1949, ACA (Camp & 
Co), Stock Exchange Buildings, 3 33 Great Charles Street, 
Birmingham, 3. 


* placed against a Firm Nene signifies that the Firm is пог. 
exclusively composed of members of the. Institute. 
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:-(2). That twenty assóciates be-elected to fellowship 
under: clause 6: of the . supplemental Charter (bye- 
, law 31). 

.(3) That one associate be elected to fellowship under 
clauses 6 and 31 of the supplemental. Charter, (bye- 
law 31). ` 

A list of-those € complete their fellowship ‘or 
membership before August 19 will appear in, The 
Accountant on August 23rd. 


- Registration of Articles 
The -Secretary tepore: that eighty-one articles of 
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clerkship- were registered during the month of July 
as compared with sixty- -five in the previous July: ' 


5 ' Deaths of Ме вес" 


The Council received with regret the Secretary's 
report of the deaths of the following members: ` 
Mr Ernest Albert Barker, A.C.A., Nottingham.. 
» Cyril Tom Brown, Е.С.А., Bath. 
» John Francis Dale, B.A., А. С.А., Ibadan, ‘W. Africa. 
» . Graham Gabriel Prior Goldney, F.c.A., London. 
„` John George Percy Ibotson, F.C.A. , Southampton. 
'; Norman Thomson, A.C.A., Beaconsfield. . ` 
.» George Appleton Warley, F.C.A., London. 


. NOTES AND NOT ICES. 


Personal 

. Messrs R.,F. Frazer & Co, Chartered Accountants, 
of 265-275 Martins Bank ‘Building, Water Street, 
Liverpool, 2, and Messrs Frazer, DancuE & Co, 
Chartered “Accountants, of 28 The- "Broadway, 


Stratford, London, Exs, announce that as from - 


July 1st, 1952, the twci practices have been amalgam- 
ated .and-are being. carried on under the style of 
R. F. Frazer & Co. ЈЕ.15 also announced that a 
branch of the firm has been opened in the City of 
London.at 3 Tokenhouse Buildings, King's Arms 
. Yard, Moorgate,: ЕС2; under the management of 
Mr G. R. PORTER, A.C.A., one of the former Liverpool 
partners. The Liverpool ‘practice will be carried on 
by the remaining pa:tners, Messrs B. M. Frazer, 
LL.B., A.C.A., E. C. MERCER, Е.С:А., and C. О. REAY, 
A.C.A., and the Stratford practice by Messrs Т. W. 
DARGUE, F.c.A., and H. V. DAVIES, F.C.A. 

MR Р. М. REES, M.C., Е.С.А., has moved to Medd 
House, Wonersh, near Guildford, Surrey, where he 
will continue to practise as heretcfore. "Telephone, 
Bramley 3077, remains unchanged. 

Mn D. L. Ілмсв, A.C.A., of 11 Arcade, St Peter 
Port, Guernsey, C. D announces that he has com- 
menced to practise at the above address. Mr D. L. 
Lince is also in practice in partnership with Mr H. B. 
à. RAVILIOUS, A.A.LA., at the same address under the 
firm name of Lince, RaviLious & Co. 


The Coronation: Visitors from Oversea 
HosprraLITy FOR MEMBERS OF THE PROFESSION 


It is likely that many members of the profession from 
- oversea will be visiting London for the Coronation 
celebrations next June. In case any of these visitors 
may find some difficulty in obtaining accommoda- 
tion, it might be of help if we were to compile a list 
of accountants living in or near London who would 






56 VICTORIA STREET, LONDON, S.W. 


JOHN FOORD & COMPANY 
VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, Etc. 


be prepared to extend hospitality to their NN 
from abroad. 

Our proposed list would naturally be tentative, as 
it is possible that in some. cases circumstances may 
have changed by next June. .. 

Those of our readers who-would like to entertain 
foreign visitors next Tene are invited to write to tlie 
Editor. eod 


Excess Profits Levy 


The Board of Inland Revenue propose to make 
available to accountants copies of the working sheets 
issued to Inspectors of Taxes for computing liability 


to excess profits levy. These will deal with standard 


profits, computation of profits and undistributed 
profits. They will be accompanied by ‘notes- for 
guidance. 

It is hoped that these forms and notes will be 
available in tax offices by the end of October. 


Purchase Tax Committees 


The two committees recently appointed by the 
Chancellor of the Exchequer to consider the treat- 
ment of traders’ tax-paid stocks on a reduction of 
purchase tax, and the valuation of goods for purchase 
tax purposes, whose members and terms of reference 
were announced in our issue of August 2nd, have 


` held their first meetings and аге now prepared to 


receive evidence, which in the first instance should 
be in writing, from any person or organization 
interested in matters within their terms of reference. 
The committees state that it would be of assistance 
if any individual trader wishing to submit evidence 
were to do so through the appropriate trade organiza- 
tion; and where more than one trade association has a 
similar interest in the question, it would be convenient 
if joint representations were submitted. Representa- 
tions, which should be submitted at the earliest 





Telephone: Victoria 2002 (3 lines) 


204 | THE ACCOUNTANT August 16th, 1952 


possible date, and in any event by September rsth, 
should be sent to the Secretary of the appropriate 
committee, i.e. Committee on 'T'ax-paid Stocks, or, 
Purchase{Tax (Valuation) Committee, King’s Beam 
House, Mark Lane, London, EC3. 


National Insurance Classification 
WIVES IN BUSINESS WITH THEIR HUSBANDS 
New regulations' which came into operation on 
August 7th, 1952, make changes in the classification 
for National Insurance purposes of women in 
business with their husbands. 

The new regulations entitle a wife who is engaged 
in business with her husband, or is employed by him 
in his business, to be insured as a self-employed 
person, provided that she ordinarily puts in twenty- 
four hours or more each week in the business, and 
that her earnings from it are 20s a week or more. 

Under the regulations which are superseded, only 
wives who were partners or similarly associated with 
their husbands in business and who satisfied the 
other conditions mentioned, were entitled to be 
insured as self-employed persons for that occupation, 
The wife who was employed by her husband in his 
business was clessed as a non-employed person. 


Official Receiver Appointments 


The Board of Trade has appointed Mr John Birkett 
Gibbs Moore to be official receiver for the Bankruptcy 
District of the County Courts of Sheffield, Barnsley 
and Chesterfield, the appointment taking effect 
from July 28th, 1952. 

The Board has also appointed Mr Thomas Henry 
Parker to be assistant official receiver for the Bank- 
ruptcy District of the County Courts of Manchester, 
Salford, Ashton-under-Lyne and Stalybridge, Bolton, 
Oldham, Rochdale and Stockport; for the Bankruptcy 
District of the County Courts of Preston, Blackpool, 
Blackburn and Burnley; and also for the Bankruptcy 
District of the County Courts of Hanley and Stoke- 
on-Trent, Crewe and Nantwich, Macclesfield, 
Stafford, Shrewsbury and Newtown, this appoint- 
ment taking effect from July 21st, 1952. 


Royal Commission on the Taxation of 
Profits and Income 
The Minutes of Evidence for Friday, May 3oth, 
and Thursday, June i2th, 1952 – Фе eighth and 
ninth days of public hearings of the Royal Commis- 
sion – аге now on sale at H.M. Stationery Office, 





INational Insurance (Classification) Amendment (No. 3) 
Regulations, 1952. S.I. 1952, No. 1454. Price 24. 


price 4s and 3s respectively plus postage. Evidence 
on the eighth day was given by Mrs Ursula K. Hicks, 
Mr F. H. Hughes, and Mr H. S. Booker; and on the * 
ninth day by the British Employers Confederation, 
the Issuing Houses Association, and Professor F. W. 
Paish. 


The Corporation of Certified Secretaries Ltd 
The Secretary of the Corporation of Certified 
Secretaries Ltd writes to inform us that the South — | 
African Association of Certified Secretaries, which | 
is issuing forms of application for membership to 
persons in the United Kingdom, is not in any way 
connected or associated with the Corporation of 
Certified Secretaries or the South African branch 
of the Corporation of Certified Secretaries. 





Birmingham and District Society of 
Chartered Accountants 


Cricket MATCH WITH STUDENTS’ SOCIETY 


A cricket match played at the Warwickshire County 
Ground on July 30th, between the Birmingham and 
District Society of Chartered Accountants and the, 
Birmingham Chartered Accountant Students' Society 
ended in a draw when, after an exciting finish, the 
Students’ Society narrowly failed to make the 
number of runs needed to win before the close of 2 
play. | 
The scores were as follows: 
Birmingham and District Society of Chartered Accountants 
183: (E. B. Westwood 57; R. Burman 40; D. H. McCarthy 
26 not out; E. J. Newman 23; G. A. J. Downman 
5 for 43). 
The Birmingham. Chartered Accountant Students’ Society 


174 for 8: (M. A. Charlton 40; P. E. D. Thompson 36; 
C. M. Brown 23; H. G. Piper 6 for 59). i 


Recent Publications 


Tue Science or CHANCE, by Horace C. Levinson. 303 pp. 
9X6. 30s net. Faber & Faber Ltd. 

AccouNTING FOR INFLATION, by The Taxation and 
Research Committee of The Association of Certified . 
and Corporate Accountants. 149 pp. 9X6. 15s net, post „+ 
free 15s 84. Gee & Co (Publishers) Ltd, London. 

Tue Economic Aspects OF NATIONALIZATION IN GREAT 
Britain, by A. M. de Neuman, PH.D.(ECON.) (LONDON). 
52 pp. 10$ X74. 8s 6d net. Students’ Bookshops Ltd, 
Cambridge. 

GENERAL FINANCIAL KNOWLEDGE, by E. Miles Taylor, 
F.C.A., Е.5.А.А., and Charles L. Lawton, M.SC.(ECON.) 
(LOND.), A.C.A. Fifth Edition, by E. Miles Taylor, Е.С.А., 
F.&.A.4., and А. H. Coles, A.C.Ls. ix+328 pp. 9X6. 
20s net, Textbooks Ltd, London. 

THe STERLING ARBA, An American Analysis. 672 pp. 
11X84. 21s net. Mutual Security Agency Mission to 
the United Kingdom, H.M.S.O., London. 


MOTOR — FIRE — CONSEQUENTIAL LOSS ^ 


MOTOR UNION SeS L” 


10 ST JAMES'S STREET, LONDON,SW1 
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TWO YEARS OF E.P.U. 


OT the least of the benefits which flowed from Marshall 

| \ | Aid was the degree of European co-operation which it was 

instrumental in establishing. The European Payments 

Union is one of the outstanding examples of this co-operation. It 
has now completed its two-year trial period. Important decisions 
have recently been taken regarding its future. The present time 

is therefore a suitable one for reviewing the operation of the scheme 

and for discussing the proposals for its improvement. But first a 
brief look at the principles upon which it is founded. | 


The European Payments Union is the third of the payments 
schemes devised by the Organization for European Economic 
Co-operation. Unlike the first two, it is not concerned with the 
balance of indebtedness of one country with another but only with 
such balances with the Payments Union as a whole. Its professed 
aims go very much further than the earlier schemes; they envisage 
the continued liberalization of trade between European countries 
leading to complete convertibility of European currencies. Earlier 


-plans tended to stereotype bilateral trading arrangements. The 


original liquid resources of the Union were derived from a grant 
of $350 million from Marshall Aid funds. The Bank for Inter- 
national Settlements at Basle is banker to the Union, and at the 
end of every accounting period the central bank of each member 
country notifies the B.I.S. the balance in the accounts open on 
its books in the name of each of the other members. On the basis 
of this information the B.I.S. offsets, cumulatively, debits and 
credits and draws up a statement showing the extent to which each 
participant is in debt to, or in credit with, the E.P.U. The unit 
of account is the gold equivalent of the United States dollar 
— 0:8867 grammes of fine gold. These surpluses or deficits remain 
as claims on, or as debts due, to the E.P.U. to the extent that they 
are not settled in gold. As is well known, special arrangements | 
have been made to settle accounts with the Union. Each country 
participating in the scheme has been given a quota expressed in 
units of account. The largest quota is that given to Britain repre- 
senting the sterling area — 1,060 million units or 27 per cent of the 
whcle. France, with 520 millions, is next. When any country's net 
balance of indebtedness rises above its quota, any excess must be 
discharged in gold at the next monthly settlement. Similarly, the 
E.P.U. has to pay in gold any credit which a country earns above 
its quota. A sliding scale of gold payments, or receipts, is in 
operation up to the point at which the quota is réached. By this 
time gold payments or receipts will have equalled 40 per cent 
of the quota. In addition, countries which were expected to be 
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creditors (United Kingdom was one) were given 
a handicap which had to be worked off before the 
credit quota was built up. Britain’s handicap was 
$150 million. Countries likely to prove persistent 
debtors were given a bonus which had to be used 
up before the quota was eaten into. The quota, 
when reached, is divided into five tranches. In 
the past the first 20 per cent of debts to the 
E.P.U. and credits with it, remained as an item 
in the books, i.e. no gold payments were required 
from Britain until the debit balance exceeded 
$212 million. One-fifth of the next tranche 
of $212 million had to be paid off in gold, like- 
wise two-fifths of the next tranche, three-fifths 
of the next and four-fifths of the final 20 per cent. 
Gold receipts did not follow quite the same 
pattern; half of each tranche after the first was 
paid to the creditor. This explains why the E.P.U. 
had greater funds at some periods than others. 
Arrangements exist for the levying of interest on 
debts and the receipt of interest on credits. These 
are in no sense punitive or rewarding since they 
amount only to about 2$ per cent per annum. 
The establishment of the Payments Union 
brought about immediate benefits to European 
trade. Other things being equal, no participant 
is debarred from buying from another participant 
simply because the prospective buyer has a trade 
deficit with the selling country. No currencies of 
_E.P.U. members can therefore be hard. This is a 
great step forward when one recalls how imports 
from Belgium, Sweden, Switzerland and Portugal 
had to be strictly controlled prior to the founding 
of the Union. And as intra-European trade grew, 
so European dependence on America declined. 
Moreover, all consenting parties to the Union 
gave an undertaking to remove import restrictions 
on the great bulk of their trade with one another. 
The latter half of 1950 saw the removal of a large 
mass of trade restrictions of this type and Britain 
led the way in this. 
- The history of the sterling area in relation to 
the Payments Union has been a chequered one 
in spite of the comparatively short time the Union 
has been in existence. The handicap of $150 
million was soon worked off; the high and rising 
prices of sterling area commtdity exports being 
the main contributory factor in this, although 
United Kingdom exports of manufactured goods 
played their part. These factors continued to 
operate until the spring of 1951 by which time 
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the sterling area had accumulated a balance of 
$331 million with E.P.U. and cumulative gold 
receipts amounted to $120 million. Belgium, in 
particular, and certain other countries also 
amassed large credits. Britain's large surplus was 
the signal for a further degree of liberalization of 
imports and large-scale buying for defence pur- 
poses was undertaken in Europe. Other sterling 
area countries began to spend their high earnings’ 
from commodity sales. All this coincided with the 
reversal in commodity price trends. From April 
1951 onwards the E.P.U. balance began to decline 
and gold had to be repaid. Very quickly a deficit 
was built up which grew from month to month. 
In the early months of 1952, Britain entered the 
last tranche of the quota and was therefore paying 
out gold at the rate of four-fifths of the monthly 
deficit. May saw the exhaustion of this quota, and 
since then all debts to the E.P.U. have had to be 
settled entirely in gold. The July settlement was 
a particularly large one — no less than £35 million" 
or double the June amount. Confidence is, how- 
ever, expressed that this deficit will shortly give 
way to a surplus. | 

The new arrangements for E.P.U. are now in 
operation and should give a greater stability to 
the organization. The reinforcement of the 
Union's reserves will be achieved by earlier gold 
payments on the part of debtors and by the 
establishment of a guarantee fund of $100 million. 
Debtors now start to pay gold once their cumu- 
lative deficit exceeds one-tenth of their quota. 
Erstwhile debtors who have reduced their debts 
below their quota will receive gold at a slower 
rate than formerly. If the gold and dollar assets 
of the Union fall below $100 million, member 
countries will be asked to pay in their guarantees 
($27 million in the case of Britain). Belgium's 
'supra-quota' credit, built up as a result of con- 
tinued export surpluses, has been written down by 
$42 million. Some $50 million is to be redeemed 
by the supply of arms by Britain and France, a 
further $80 million by a gold payment next July, 
and the remaining $50 million has been funded 
for repayment between 1953 and 1957. This 
disposes of a very difficult problem. The gold 
and dollar reserves of E.P.U., strengthened by 
these two devices, should now be able to with- 
stand the maximum foreseeable gold loss. Even 
if the ultimate aims of the Union have been 
deferred, its present position is now assured. 
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THE FINANCE ACT, 1952—VII 


` Section 21 ~ Source Worked after 
First United Kingdom Purchase 


\ ) | ТНЕКЕ the source in question has been 
Rr worked in the period between the two 
acquisitions, the amount on which 

the allowances are calculated is to be still further 
restricted. This is the effect of provisos (i) 
and (ii) of paragraph 5 of the Fifth Schedule, 
which provide that the cost to the first United 
Kingdom purchaser is to be reduced to a 
certain fraction. The amount of the fraction 
depends on whether the person claiming the 
allowances incurred the expenditure after the 
beginning of April 6th, 1952, or before. The 
provisos do not specifically refer to. this date but 
to ‘the appointed day’, which, under Part X of 
the Income 'l'ax Act, 1952, is April 6th, 1946 
* (Section 333 (1): However, paragraph 2 of the 
Fifth Schedule to the Finance Act, 1952, pro- 
vides that for the purpose of that schedule, the 
"appointed day is deemed to be April 6th, 1952. 
In the case of a purchase by the claimant after 


April 5th, 1952, the numerator of the fraction is ` 


the total potential future output of the source in 
question, estimated as at the date of purchase. 
The denominator is the sum of such potential 
future output, added to the actual output in the 
period between the first United Kingdom 
purchase and the purchase by the claimant 
(proviso (i)). Thus, if C is the cost of the land to 
the first United Kingdom purchaser, T is the total 
potential future output estimated as at the date 
of purchase by the claimant, and O is the actual 
~ output in the period between the two acquisitions, 
the amount on which allowances can be claimed 
is restricted to T xC. 


ToO 


This restriction corresponds, to that in the 
proviso to Section зто (3) in relation to allowances 
for overseas mineral rights. Тһе appropriate 
fraction when the claimant acquired the. land 
before April 6th, 1952, will be dealt with below. 

Where the lind was acquired by two or more 
United Kingdom purchasers in succession before 
being acquired by the claimant, paragraph 5 (2) 
(a) makes it clear that only. the first United 
Kingdom purchase is to be taken into account 
for the purpose of paragraph 5 (1). 


Where the first United Kingdom purchaser 
was carrying on a trade of dealing in land con- 
taining mineral deposits, his expenditure on the 
land in question might be admissible as a deduc- 
tion in arriving at his profit and therefore would 
not constitute capital expenditure (Income Tax 
Act, 1952, Section 330 (1) (а)). Accordingly, to 
preserve the claimant's right to allowances, para- 
graph 5 (2) (b) provides that the capital expendi- 
ture of the first United Kingdom purchaser is to 
include, for the purpose of paragraph 5 (1), 
expenditure which would have been capital 
expenditure if he had merely been carrying on 
the trade of working the source. 

The restriction under paragraph 5 (1) is to 
capital expenditure ‘incurred’ by the first United 
Kingdom purchaser. Section 330 (2) of the 
Income Tax Act, 1952, which applies here, pro- 
vides that any reference to the date on which 
expenditure is incurred shall be construed as a 
reference to the date when the sums in question 
became payable. It may be that the first United 
Kingdom purchaser incurred liabilities or debts 
not immediately payable, as part of the con- 
sideration payable by him for the land, and that 
these liabilities and debts rever actually became 
payable by him because they were taken over by | 
some other person, for instance an intermediate 
purchaser. Nevertheless, notwithstanding Section 
330 (2) these liabilities are to be taken into 
account for the purpose of determining the 
àmount on which the claimant is to receive 
allowances (paragraph 5 (2) (с)). 

The provisions of paragraph 5 (2) (а), (5), (с) 
correspond to those of Section 310 (5) (а), (5), (с) 
in relation to oversea mineral rights. 


Transitional Provisions of Section 21 
The transitional provisions of Section 21, like 
those of Section 20, are contained in the Fifth 
Schedule. The appointed day is deemed to be 
April 6th, 1952, and Part III of the Twelfth 
Schedule to the Income Tax Act, 1952, is not to 
apply. 

Where the claimant: has acquired the land 
before April 6th, 1952, and the source in question 
has been worked before such acquisition but after 
acquisition -by the first United Kingdom pur- 
chaser, the fraction of the latter's expenditure 
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which qualifies for allowance is computed as 
folows (paragraph 5 (1), proviso (ii). The 
numerator is the sum of (a) the actual total output 
from the source from the date of acquisition by 
the claimant to April 6th, 1952, plus (5) the total 
potential future output from the source estimated 
as at April 6th, 1952. The denominator is the 
sum of (c) the actual total output from the first 
United Kingdom acquisition to April 6th, 1952, 
. plus (D) as above. In other words, there is excluded 
from the admissible expenditure that proportion 
which equals the proportion borne to the total 
output since the first United Kingdom acquisition 
by the output since that acquisition and before 
acquisition by the claimant. | 

Thus, if С is the cost of the land to the first 
United Kingdom purchaser, B is the total 
potential future output estimated as at April 6th, 
1952, D is the actual output from the acquisition 
by the claimant to April 6th, 1952, and (Е-- D) is 
the total output from the first United Kingdom 
acquisition to that date, the admissible amount is 

D--B 
Сх ELDIE 


| Meaning of ‘Purchase’ 
Section 21 applies to expenditure on the acquisi- 
tion of land. Such acquisition may or may not 
constitute a ‘purchase’ but the word ‘purchase’ 
has been used above for convenience. Section 
326 (1) of the Income Тах Act, 1952, which applies 
to Section 21, contains provisions for the appor- 
tionment of consideration where property is sold 
en bloc. Paragraph 6 of the Fifth Schedule to the 


Finance Act, 1952, makes it clear that these pro- ` 


visions are to apply to an acquisition of land 
under Section 21, notwithstanding that such an 
acquisition may not strictly arise from a ‘sale’. 
The paragraph corresponds to Section 326 (4) in 
relation to allowances under Section 310. 


Balancing Charges 
Section 21 (4) provides that in no case is a 
balancing charge to be increased, by virtue of 
Section 21, by more than the amount by which 
that section increases the annual allowances made 
to the person charged. 


Section 22: Contributions to Public Services 
by Mining Concerns Abroad 


Section 22 of the Finance Act, 1952, the last of 
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the group of sections passed expressly in favour 
of mining concerns, was put forward in the House 
of Commons as implementing, with modifications, 
paragraph 241 of the Millard Tucker Report. 
The first part of this paragraph reads as follows: 


‘241. CONTRIBUTIONS TO PuBLIC SERVICES IN 
UNDEVELOPED COUNTRIES 

It was represented to us that companies operating 
abroad in undeveloped countries are often called 
upon to make large contributions towards the 
establishment or development of local public 
services, and that tax relief ought to be given in 
respect of such expenditure. We have much 
sympathy with this view; there is, however, the 
danger that any general provision drafted to give 
relief would be far wider than was intended and 
might apply where the contribution was made from 
munificence rather than for business reasons.’ 


The Committee then recommended that allow- 
ances be given to the contributor on the lines of 


. Section 66 (3) of the Income Tax Act, 1945 (now 


Section 332 (3) of the Income Tax Act, 1952),* 
under which in certain circumstances the contri- 
butor can claim certain of the capital allowances 


under what is now Part X of the Income Tax Act, 4 : 


1952. The contributions now in question are 
normally excluded from Section 332 (3) by the 
fact that the recipient is not carrying on a trade 
assessable to United Kingdom income-tax. 
The SoLicrrog-GENERAL announced on May 
19th last! that the Government. had decided to 
be more generous than the Committee in two 
respects. Relief is not to be confined to.contri- 
butions to publie services, but extends to contri- 
butions to the cost of buildings for the housing 
and welfare of employees and their dependants. 
Moreover, the allowance is to be an entirely new 
one, at a flat rate of 10 per cent. This rate is the 
same as that under Chapter IV of Part X in 
respect of agricultural land and. buildings, but 
there are considerable differences in the other 
provisions governing these two allowances. 
Notwithstanding that the allowance under 
Section 22 is an entirely new one, Section 22 (6) 
provides that the section is to be construed as 
though subsections (1) to (5) inclusive were con- 
tained in Chapter III of Part X of the Income 
Tax Act, 1952, and that the Act is to have effect 
accordingly. T'he remaining provision of Section 
22, namely subsection (7), relates to profits tax. 


(To be continued.) 








1 Official Reports (H.C.) Vol 501, Мо. 96, Col. 176. 
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THE ALLOCATION OF WORK IN A 
PROFESSIONAL OFFICE  - 


In an accountant's office the allocation of work to staff – or staff to work – is not 

always the straightforward operation it appears. Much earnest thought has to be 

devoted to this important facet of internal organization as our contributor, who is 

responsible for staff arrangements in a large firm of chartered accountants, 
explains in the following article. 


HE task — always a delicate one — of allo- 
cating work among staff in an accountant's 


office has become more difficult in recent: 


years mainly because, in most firms, the accession 
of new work has not been accompanied by a 
corresponding increase in available assistance. 
The consequence of this situation (which 
threatens to become chronic) is that a number of 
makeshift arrangements, such as suddenly switch- 
ing staff from one audit to another or carrying on 
an audit with inadequate numbers of staff, have 
at times to be made. These improvisations, 
however necessary, are not popular with the 
client partly because, rightly or wrongly, he 
sometimes feels that he is not being given due 


his own staff. Nor are they popular with the 
professional firm’s principals because too much 
changing is uneconomic, nor yet with the firm’s 
assistants because even in such an itinerant life 
as an audit clerk some settled sequence of work is 
desirable. 
Certain Conventions 

The partner or manager who allocates work has, 
therefore, under present-day conditions con- 
siderable responsibility. To enable him to main- 
tain excellent and expert service to clients without 
unduly ruffling the feelings of colleagues or 
staff, certain conventions must be observed. The 
most important of these is that his authority 
must be, as nearly as possible, absolute. He 18 
probably the only person in the office who sees 
the plan of work steadily and whole. The others, 
partners and staff alike, tend somewhat naturally 
to magnify the relative importance of their own 
department or group of audits. The judgment of 
the staff partner or manager in allocating work 
must be respected and his decisions normally 


accepted without question. In the odd and: 


inevitable instance where some legitimate griev- 
ance is felt, appeal— from whatever source – 


* should always be made in the first instance 


directly to him. 

Another convention is that whoever is respon- 
sible for allocating staff should have, within 
available limits, a sufficiency of staff to allocate. 


The number of clerk-hours which the regular 
recurring work will normally absorb should be 
calculated at the beginning of the year and an 
estimate made of the resultant free time, if any, 
likely to be available for special work. It is 
impossible to assess with accuracy what special 
work will accrue, but the nature of a practice and 
the trend of immediate past years usually give 
some indication of what marginal staff should be’ 
readily available for investigations and other 
urgent non-recurring work. These calculations, 
once started, should be continuously revised 
throughout the year in the light of staff changes, 
new and expanding audit work and the volume of 
special work currently being undertaken, and used 
as a gauge, albeit rough and ready, of the total 
strength to be maintained. 


Delegation of Control 
Provided that the amount of work is sufficiently 
great, the staff partner or manager can usually 
delegate a certain amount of authority without 
relinquishing the over-all control. For example, 
the staff may be divided, according to the size 
and nature of the practice, into a number of 
sections comprising, perhaps, one investigations 
team, one liquidations team and three or four audit 
teams, each in the charge of a supervisor — him- 
self a working member of the team — responsible | 
for carrying out the parcel of work allotted to his 
group. Although the allocations of staff to these 
teams should be on a semi-permanent basis ~ so 
as to preserve continuity of service to clients — 
the first essential in such groupings must-always 
be fluidity, and the responsibility for seeing that 
this remains so rests with the staff partner or 
manager. He must watch that an even balance is 
maintained between the various needs and de- 
mands (of clients, partners, supervisors and staff) 
on the one hand and, on the other, the total 
resources available tó meet them. If necessary, he 
must be prepared at any time to make a judicious 
switch, either of assistance or of work, especially 
during those seasonal periods of stress — usually 
in the spring and summer – which.even the most 
rationally planned offices cannot wholly eliminate. 


210. 


Statistical Records  . | 
To help him achieve smooth co-ordination, the 


staff partner or manager-should keep certain: 


statistical records. Foremost among these is a 
complete case historv of every job. Probably the 
most convenient form in which to house this 
information is a series of flat card-index: trays. 
The advantage of this method is that the progress 
of each job can be indicated at a glance by the 
manipulation of coloured signal tabs. The card of 
each client should give, among other data, the 
names of the principal officers with whom con- 
tact is usually made, the names of the partner and 
supervisor in charge, the date to which (in the 
case of audits) the annual accounts are prepared, 
the dates on which previous audits, interim and 
final, have been started and finished and the time 
taken thereon by each grade of staff. These names, 
dates and times should be entered on the cards by 
the supervisors and by the office staff responsible 
for the time-keeping records. The cards should 
be designed to accommodate this information 
cumulatively so that a complete historical record 
of every job, stretching back over several years, 
is readily available for inspection at any time. 

With the aid of this index, the staff partner or 
manager should prepare annually, at a convenient 
date, a detailed time budget (referred to above) 
for the cycle of audits and for other work for the 
forthcoming twelve months. For obvious reasons, 
this is a most difficult operation as.allowance has 
to be made for such complications as the possible 
incidence of new work, unusual delay by clients 
in having their books and accounts ready for 
audit, the impact of holidays and examination 
leave and the possibility of staff changes. Regard 
should also be had to the capabilities of the 
respective teams and to the desirability of gradu- 
ally but constantly altering and strengthening 
their composition. It is in the common interest of 
clients, partners and staff that these permutations 
and combinations should take place. 

With an eye continually on this budget, each 
supervisor should prepare every Thursday or 
Friday a list showing the disposition of his team 
for the week immediately ahead. These lists 
should be co-ordinated into a weekly work pro- 
gramme, copies of which should be circulated 
among the partners. In some offices, an alter- 
native is a daily work book, tntered up and sub- 
mitted to the partners each morning. Whether 
compiled daily or weekly, the work programme 
should be comparec regularly with the annual 
time. budget to assess the progress being made. In 
this connexion, one other useful check of estimate 
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with performance may be obtained by holding 
periodic meetings between principals and super- 
visors at which the supervisors are expected to 
submit short progress reports. This affords a 
regular opportunity, too seldom available in a 
busy office, for the discussion and clarification of 
problems of office policy and procedure. Informal 
but fairly detailed minutes of these meetings 
should be made. 


Necessary Qualities 


No system, however meticulous, can be successful 
unless the partners and senior members of the 
staff have the qualities necessary to administer it. 
Two common delusions (one a contradiction of 
the other) in professional offices are that the job 
of allocating work and staff is a sinecure calling 
for no especial merit and that the person who 
does happen to be in charge is, in modern idiom, 
clueless. Nothing could be further from the truth, 
for the person who takes on this exacting, and 
often thankless, task must possess certain very” 
definite qualities. 

In the first place, it is most essential that he 
should be thoroughly knowledgeable in the prac- 
tice of auditing and should have done a number of 
large audits in his time. This will give him a 
much better understanding of the day-to-day 
problems which the supervisors have to sur- 
mount. Secondly, he should, if possible, be 
familiar with most of the firm’s audits and know 
their principal executives and officers. In the case 
of those jobs of which he has not had first-hand 
acquaintance, he should have scrutinized the 
permanent documents files, working papers and 
audit programme to acquire an adequate vicarious 
knowledge. Thirdly, he should have studied, and 
should be aware of, the strength and weakness of 
the individual members of the staff. To be able 
to do this effectively yet with tact, he must have, 
in addition to his professional ability, a number of 
personal endowments. These include a good 
memory, a sense of humour and, above all, a 
sense of proportion which tells him when to be 
tolerant and when to be quietly but firmly insis- 
tent. His criticism of others at all times must be 
constructive and he must never resort to sarcasm, 
especially with the younger members of the staff. 

Finally, he must be prepared to be unpopular 
on occasion for it is never possible to please all 
the people all the time. If these qualities are 
exercised with discrimination, and if the staff is 
co-operative and loyal, then efficiency in this 
most important branch of office organization may 
reasonably be expected.. 
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MECHANIZED ACCOUNTING —I 


EVOLUTION OF THE ACCOUNTING MACHINE 
by R. ROBERT, A.C.LS. 


columns of figures which distinguishes the 
skilled accountant is something infinitely 
rare. Something which definitely does not extend 
to the vast mass of his fellow men — whose 
antipathy to calculation is usually deep-rooted 
and atavistic. Even the accountant, faced as he 
is by problems that are becoming ever more 
complex in character, and vast in scope, must 
perforce unload some of his more monotonous 
arithmetical chores on to the machines, which, 
fortunately, are fully keeping pace with the 
demands made upon them in this highly statis- 
tical age. Machines are now available in endless 
variety — from the simplest adders to the amazing 
У 'electronic brain’ which, as part of the Festival 
Exhibition, was on view in the South Kensington 
Science Museum last year. 

But it would be wrong to assume that the 
machine, as applied to accounting and recording, 
is an exclusively twentieth-century idea. Ample 
evidence exists to prove that since the very earliest 
times men have been actively engaged in the in- 
vention and development of mechanical reckoning 
aids. 


Те marked ability to work marvels with 


Я "The Abacus 

There was, for example, the abacus — indulgently 
regarded by us today as no more than an interest- 
ing toy. The abacus, as is well known, goes back 
thousands of years, and was probably first used 
by the Semitic tribes, who gave it the name abaq. 

It consisted then, so far as can be gathered, of a 
board sprinkled with sand, on which pebbles 
were counted out. Only later did it take the 
familiar form of a frame and wires carrying a 
number of discs or beads. The Egyptians and the 


Babylonians used the abacus, a fact which speaks” 


volumes for the mental capacity of these early 
peoples, for it is in fact a highly ingenious device 
and capable, in skilled hands, of carrying out 
quite complex calculations. 

Not only did it help to solve the mathematical 
problems of countless generations of Egyptians 
and Assyrians, but it was pressed into service 
by the Greeks and Romans, at a time when 
civilization had made considerable strides. Mer- 
chants, traders and tax-gatherers all found it 
indispensable. 

The three authentic specimens of the Roman 


abacus still in existence consist of small bronze 
frames, provided with slots and sliding counters 
or studs. The various grooves represent units, 
tens, hundreds and thousands, and with this 
simple apparatus for addition and subtraction 
the Roman mathematicians and accountants had 
to be content. 

It would appear that they were highly adept 
in the use of the abacus and relied upon it to such 
a marked degree that it became an actual brake 
upon progress, since it retarded the development 
of the Roman numeral notation, which has for 
evermore continued to present the most formid- 
able difficulties so far as arithmetical computation 
is concerned. 

The fact must not be overlooked that the abacus 
remains a familiar feature in the life of many 
eastern countries to the present day. The Persians 
have not yet dispensed with it, and in vast 
areas of China it is the calculating machine 
employed by the village shopkeeper. 


:. In Japan, where it is known as the souanpan, 


many tradesmen still rely upon the abacus and 
can manipulate it with the most amazing rapidity. 
and expertness. The Russians are said to retain 
it, presumably in the more remote hinterlands, 


in both shops and banks. Known as the stchoty, 


it is of the same design as the Armenian chorel 
and the Turkish coulba, and consists of a wooden 
frame with discs or beads strung on stout wire 
runners bent slightly outwards. to facilitate easy 
handling of the beads. 


Napier devises Logarithms 
The seventeenth century witnessed a number of 
developments which carried the science of compu- 
tation to a considerably higher level. Europe had 
discovered the New World, and the needs of the 
navigators were added to those of the merchant, 
with the result that logarithms came into being. 
Here, indeed, was something that promised to 
lighten the burden of arithmetical calculation. 
'Ihe process of multiplication, or of division, 


however long, was reduced to a simple and a 


single operation of either addition or subtraction! 

Logarithms were discovered, or devised, by 
John Napier (1550-1617), a Scots mathematician, 
concerning whose ‘rods’ or ‘bones’ a word or 
two must be said presently. His ‘Naperian’ or 
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‘natural’ logarithms had 2-718 as their base, and 
credit for the logarithmic tables based on ten, 
now in general use, must be given to his con- 
temporary, Henry Briggs, an Englishman, whose 
book on Logarithmicall Arithmetic is quite a 
landmark, for out of it there emerged that very 
useful little instrument — the slide-rule. 

Already, in 1620, Briggs’s logarithms had been 
‘plotted out on a wooden rule to produce what 
came to be known as ‘Gunter’s line of numbers’, 
which, with other ‘lines’, evolved into ‘Gunter’s 
scale’ - two feet in length. With the help of 
this scale it was possible for the initiated to make 
calculation in much the same way as with the 
logarithmic tables. A pair of dividers was used to 
measure off distances, which when added together 
were equivalent to multiplication, and when 
subtracted to division. 


The Slide-rule 

It was not very long after the appearance of 
Gunter's Scale that a recognizable version of the 
slide-rule, as we know it today, came to be con- 
structed. A very fine specimen, made by Robert 
Bissaker, in 1654, is still extant. Built with great 
precision, of boxwood, it is two feet in length. 
Another still in existence dates back to 1742 
and is three feet in length. 

In modern times, the slide-rule has become 
rather more the aid of the engineer than of the 
»accountant, but the early types to which we are 
referring were adapted for quite a number of 
interésting purposes. Thomas Everard, about 
1683, evolved a special slide-rule for the benefit of 
maltsters and Excise officers. Provided with fixed 
gauge-points for the imperial gallon and bushel, 
‘both square and round’, it was made to play its 
part in the collection of Government duty. In 
fact, Customs and Excisemen still make use of 
such rules for assessing the contents of wine 
casks and, however awkward the shape, it is 

seldom that they are far out. 

There was another slide-rule, made somewhat 
later, in 1815, which enabled stockbrokers and 
City merchants to calculate foreign exchange 
rates. This, too, involved the use of a sliding 
logarithmic scale, and, amongst other things, it 
enabled the English pound to be converted into 
Russian roubles, or Turkish piastres! Yet another 
rule, still to be seen by the curious, is an ‘interest 
scale’, made by R. B. Bate of, London in the year 
1834, which was designed to simplify interest 
calculations. 

Napier’s Rods 
There we must leave the subject of the slide-rule, 
and turn for a very brief consideration of the 
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famous Napier’s ‘rods’ or ‘bones’. Dating 
back as far as 1617 they were produced by 
Napier for the purpose of reducing the labours 
associated with very long multiplications. and. 
divisions. 

They took the form of a number of small brass, 
or wooden, strips, marked in a particular way with 
figures. The manner in which the rods were to 
be used was described by Napier in a little book 
entitled Rabdologia, published in Edinburgh. 
Space does not permit of any detailed explanation 
here, but it may be said that the rods could be 
set up in various ways so as to form the equivalent 
of multiplication tables. — . 

The rods were also, at a later date, made up 
into the form of an instrument in which the 
numbers were inscribed upon ten rotatable 
cylinders. 

How useful they were, or to what extent they 
were used, it is difficult to say. 


Pascal's Calculating Machine 
For news of the first genuine calculating machine; “ 
using the word ‘machine’ in its generally accepted 
sense, we have to cross the English Channel, 
and acquaint ourselves with the work of Blaise 
Pascal, who was riot only a great French рано 
pher, but a practical scientist. 

Son of the President of the Court of Aids in 
Auvergne, he applied his genius, when a mere 
youth of nineteen, to the construction of a 
machine which would be of assistance to his 
father in coping with the statistical work which 
fell to his lot as a tax collector. 

Blaise Pascal set about his task with literally 
nothing earlier to work upon, and in the year 1642 
completed his machine, the very first to make 
use of metal wheels and cogs, and thus the 
basic prototype of all the many others that were 
to follow in the three centuries ahead. If a debt 
had to be acknowledged by the inventor, it was 
probably to the art of the clockmaker, and to the 
gear-trains and other devices used in clocks. 


"Without some prior progress in horology, Pascal 


could scarcely have conceived even the idea of a 
mechanical calculator. 

The original of the Pascal calculator is preserved 
in the Conservatoire des Arts et Métiers in Paris, 
and a model may be seen in the Science Museum 
at South Kensington, together with most of the 
early mechanisms mentioned іп this article. 
The calculator is quite a small affair, and if not 
very practical-looking by our more exacting 
standards, lacking keys. and a printing device, it 
bas at least the virtues of compactness and 
portability. 
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Essentially, the mechanism consists of six sets 
of pin wheels and cylinders, each cylinder being 
marked round the circumference with the figures 


го to 9, only one of which is visible at any given 


moment through a sight-hole in the cover of the 
containing box.. 

Exterior wheels, communicating with the 
cylinders, are operated by the user of the machine 
with a stylus or peg. The Pascal machine was a 
money calculator and capable of both addition 
and subtraction, and the mechanism incorporated 
a ‘carrying’ device— і.е. when the ‘unit’ wheel 
moved from 9 to o, the ‘tens’ wheel was moved 
forward through one-tenth of a revolution. 

There it is: three hundred years old, the first 
attempt at machine accounting, and, so far as 
one can gather, completely successful in doing 
the work for which it was designed! 


The Early Multiplying Machines 

In theory, at any rate, Pascal's calculator could 
be used for multiplication — which is, after all, 
merely. an extension of addition. For example, 
supposing it was desired to multiply 8,765 by 432, 
the problem could be approached on the follow- 
ing lines: (8,765 + 8,765) + (87,650 + 87,650 + 
87,650) + (876,500 + 876,500 + 876,500 + 
876,500) and the correct answer obtained as a 
result of a series of thirty-six operations. This, 
of course, meant that, whilst a certain amount of 
mental effort was saved, much manual agility 
with the stylus was involved! 

It was not very long, therefore, before efforts 
were made to improve on Pascal’s invention, and, 
in 1694, Gottfried W. Leibniz, the famous 
mathematician, who shares with Sir Isaac Newton 
the honour of discovering and developing the 
methods of the differential calculus, came along 
with an adding machine so adapted and modified 
as to make на possible .with much 
greater speed. 

Preserved since 1879 in the Royal Library at 
Hanover (where Leibniz was at one time librarian) 
it incorporates several novel féatures, the most 
important being a ‘stepped wheel’ or cylindrical 
drum which was fitted with nine teeth of gradually 
increasing size. 

But there was another revolutionary break- 
away from Pascal's concept. The machine which 
Leibniz devised was made in two portions, one 
of which was fixed, and the other capable of 
sliding into set positions corresponding to units, 
tens, hundreds and, thousands. When in a 
particular position, the wheels in the two portions 


_ engaged and, as a result, the number of operations 
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necessary to work out quite long multiplications 
was greatly reduced. 

The Leibniz machine was provided with a 
turning handle and figure discs, from which the 
answer could be read. Substantially designed and 
sound in theory, it failed to stand the test of 
practice, mainly because the standard of crafts- 
manship at that time was not quite equal to the 
precision which the construction of even the 
simplest calculating machine calls for. 

However, it was the first authentic apparatus 
which embodied the principle of reducing multi- 
plication to a series of rapidly executed additions. 


The Stanhope Calculator 
There is a certain fascinating simplicity about 
some of these early hand-made machines, and 
it would be possible to write about them at much 
greater length. It is, however, necessary to hasten 
on to mention at least one or two eighteenth- 


century machines which advanced the science of 


mechanical accounting a little further. 

One of the most interesting was that produced 
by Earl Stanhope in 1775. This again was a 
calculator arranged in such a way that multiplica- 
tion, and division were carried out by means of 
rapid additions and subtractions. Part of the 
machine moved along a metal carriage across 
another part that was fixed, the whole being 
mounted on a wooden baseboard. It looks a 
workmanlike construction – complete with a Latin 
inscription]! 

A second machine designed by Earl Stanhope 
two years later was much more compact, and the 
sliding motion was done away with, to be super- 
seded by a rotating crank which was turned in a 
clockwise direction for addition, and in a counter- 
clockwise direction for subtraction. 

Matthieu Hahn and J. H. Miiller were other 
eighteenth-century inventors who must be given 
at least a mention en passant. Both produced 
calculating machines of a circular type which 
worked on the same principle as the Leibniz 
machine with its stepped-wheel reckoner. 

Miiller’s was made in the year 1783, and was 
about rij inches in diameter and 32 inches in 
depth, and was designed to give results to 
fourteen figures. Whether it actually did so, 
with dependable results, is doubtful. At any rate, 
there does not seem to have been any further. 
advance along these lines. 

So much for the pioneers of the seventeenth 
апа. eighteenth centuries – the ‘antiques’. Later 
developments will form the subject of another 


article. (To be continued.) 
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FLUCTUATING PRICE LEVELS IN RELATION | 
TO ACCOUNTS 


by P. LAUZEL, J. POLY and A. CIBERT 
Conseil Supérieur de la Comptabilité (Ministére des Finances et des Affaires Economiques) 
(France) 


Last week we reproduced the paper on this subject written by Professor B. J. S. 

Wimble (S. Africa) for the Sixth International Congress and we now give 

that of MM Lauzel, Poly and Cibert. The rapporteur’s summary of all the papers 

on this subject, together with the report of the ensuing discussion, are published 
at pages 653-657 in our issue of June 21st, 1952. 


Introduction 
T= object of this report is to describe and 


comment briefly on the means employed in 
France to adapt accounts to the very important 
problem of fluctuating prices. 

We shall limit our report to the means applied or 
proposed with a view to correcting estimates of fixed 
assets and stocks. 

In studying each of these questions the accountant 
first considers: the necessity of establishing a true 
balance sheet making allowance for real deprecia- 
tion and ruling out any unrealized surplus from 
enhanced values; the advisability of segregating in 
the apparent total profit the part attributable to 
monetary depreciation, which needs special attention 
as regards taxation and distribution of profits; the 
advisability of incorporating in costing the costs of 
real consumption related to price increases so as to 
have a valid basis for fixing selling prices in accord- 
ance with market conditions. 

It is of primary importance that the definition of a 
single and uniform notion of value (or cost) should 
be used in every case. But several considerations 
explain the serious difficulties this concept has to 
face; the diversity of the aims in view (sometimes 
juridic, sometimes fiscal, sometimes economic), this 
difficulty reflecting the opposing views of persons or 
entities using the accounts; and an increasing ten- 
dency to ask the book-keeping departments of under- 
takings to furnish valid data for the preparation of 
national accountancy. 


Depreciation of Fixed Assets 


т. A fiscal decree dated February 13th, 1939, had 
originally authorized the creation of provisions for 
renewing plant to be added to the usual depreciations 
calculated on original values. The calculation of such 
provisions obeyed the following principles: 

(a) replacement value is calculated by multiplying 
original cost by coefficients; 

(b) at the end of each financial period, a ceiling 
figure is obtained by applying to the surplus 
arising from revaluation the ratio existing 
between the number of years elapsed and the 


total number of years corresponding to the 
probable life of the asset; 

(c) the difference between the ceiling figure and 
the total of depreciation previously set aside 
gives the depreciation charges for the year 
under consideration. 

In short, the constitution of reserves for replace- 
ments should be spread over the probable life of 
plant and equipment and through annual adjust- 
ments, the total depreciation plus reserves for re- 
placement plus residual value should provide the 
theoretical replacement value at the end of each 
financial year. 

2. This system was replaced from 1945 onwards 
by a system of complementary depreciation arising 
from the revaluation of assets (decree of August 
15th, 1945). 

'The maximum value of each revalued fixed asset 
is obtained by multiplying the cost or purchase price 
by one of the coefficients fixed by the government 
department, the coefficient being the one correspond- 
ing to the year of acquisition of the asset in question. 

Correlatively yearly accretions to the depreciation 
reserve are revalued by applying appropriate coeffi- 
cients taken from the same schedule. 

The difference between the two above-mentioned 
amounts gives the net written-up value on which 
new depreciations are based. 

At first the government department stipulated 
that depreciation should be spread over a minimum 
period of eight years for plant and twenty years for 
buildings. Since 1948.these limitations have been 
suppressed and the remaining life of the asset is now 
the accepted basis. 

3. The authors of the 'Standard Plan 1942' origin- 
ally proposed to add to the depreciations calculated 
on original costs a replacement reserve calculated as 
follows: 

(а) determination of surplus of revaluation repre- 
sented by the difference between the replace- 
ment value and the original cost; 

(b) calculation of the annuity of replacement by 
application to the surplus value or to the de- 


ficiency resulting from revaluation the appro- 
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priate rate of depreciation applicable to the 
assets under consideration. 


During a period of continued rising prices, the 
total of the annuities of depreciation and replacement 
would be inferior to the replacement value. On the 
other hand, this total would be in excess of replace- 
ment value in a period of rapidly falling prices. 

Precautions were taken to control the use of 
reserves thus created, which until re-employed had 
to be deposited in banks or otherwise blocked. 

4. The Book-keeping Normalization Committee 
has defined depreciation as being the accounting 
expression of the shrinkage in value of fixed assets 
which necessarily suffer depreciation with the passing 
of time. Ít is considered as a charge unrelated to 
profit-earning. In a resolution annexed to the stand- 
ard plan of accounts it was proposed that following 
the revaluation of balance sheets and breaking away 
from the rules created by the decree of August 15th, 
1945, new depreciations should be calculated taking 
into account a residual value determined as. shown 
in the following example. 


Revaluation of original value, 10,000 X ro .. 100,000 

Time remaining to be covered 7 years 

Residual value, тоо,ооо X 2 70,000 
0,000 

Depreciation annuity, 79:9909 10,000 


This system thus consists of applying to the 
theoretical replacement value the rate corresponding 
to the normal life of the asset. 


5. Another solution consists in calculating the 
depreciation annuity in such a way that at the close 
of each financial period an equation is set up. 

Depreciation fund + Residual value 
== Original value revalued. 

6. Certain authors have suggested the following 
cumulations: 


(а) a depreciation annuity calculated on the re- 
valued original value (or replacement value); 
(6) a replacement annuity calculated according to 
the following equation: 
Depreciation fund + Replacement fund + Residual value 
= Original value revalued 
7. Concrete examples of the calculations corre- 
sponding to the above solutions are given in the 
Appendix taking into account-certain hypotheses of 
price variation. 


8. In the methods described in paragraphs І to 5 
constant annuities are employed and depreciation 
takes the form of a fixed charge not "dipende on 
annual production. 

Apart from these depreciations which generally 
follow fiscal regulations as regards both the value to 
be written off and rates.of depreciation, enterprises 
‘often apply other technical depreciations in order to 
establish production costs more accurately. Neverthe- 
less it must be noted that depreciations calculated on 
machine hours or on the number of units produced, thus 
causing annuities to vary with production, are not 
yet sufficiently developed in France. 
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The depreciations established by these two methods 
(fixed and proportional charges) sometimes co-exist 
in the same enterprise, from which it may be deduced 
that a difference exists between depreciations charged 
to the income statement and those included in 
costings. If the rules of the standard plan of accounts 
were used (that is to say, if the general accounting 
and the cost accounting were distinct but linked 
together by connecting accounts (comptes refléchis)) 
such variances would appear as variance accounts 
(différences d'incorporation). 

9. The accelerated depreciation authorized in 
France since 1951 (fixed rate but first annuity doubled 
for certain recently acquired material) is less generous 
than that allowed in the U.S.A. and has not the same 
aims as the methods used by Chrysler and United 
States Steel - analysed in 1949 by Mr McMullen 
and Mr Bailey.! 


Stocks 


то. Several methods of fiscal origin have been used 
successively in order to identify that part of the 
revenue due to the effect of monetary depreciation 
on the stocks, the basis used being the weighted 
average price. 


Provisions for renewal of stocks (1941) 
11. The basic principle was that the opening stock 
was maintained at the end of each of the following 
trading periods by creating provisions equal to the 
appreciation due to inflationary causes. 

The maximum amount of the provision was calcu- 
lated by multiplying the value of the opening stock 
(at cost price) by a coefficient varying with the index 
of wholesale prices. 

The objection to this system was that it did- not 
take into account the time required to turn over the 
stocks, and it was cancelled in 1945. 


Provision for technical supplies 
I2. Creation of a provision account: 


(2) 1948. Amount limited to either the difference 
in value between the opening and closing 
stocks cf the financial period, or half the value 
of the closing stock. 
Deductions were provided: for in the case of 
commercial undertakings, such allowances 
varying with the time required to turn over the 
stock. 
(b) 1949. Provision calculated in relation to the 
time required to turn over the stock, restricted 
to the lesser of 
(i) either the difference in value between 
opening and closing stocks of the financial 
period; or 

(ii) the difference between the value of the 
closing stock reduced by 15 per cent; and 
the same value reduced by a fraction repre- 





1 Journal of Accountancy, October and November 1949. 
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senting the increase of the index of whole- 
sale industrial prices. 


Provision for fluctuation of market prices (1948 and 
following years) 

13. This was additional to the foregoing provisions 
and limited to industries carrying out the first opera- 
tion on certain imported raw materials. 

Amount was based on the notion of a basic stock and 
calculated in total as the difference between closing 
value of the basic stock and value of the same stock, 
priced at the average of prices obtaining at the 
closing dates of the 1945 to 1947 financial periods, 
revalued in accordance with the average exchange 
rate of the dollar. . 


Profits invested in stocks (1950) 
14. This was a measure limited to certain products, 
applicable in one of two ways: 
(a) reduction on the asset side of the value of the 
closing stock; ~ 


(b) creation of a provision account. 


The amount involved was calculated as the lesser 
of the difference between opening and closing stocks, 
according to óne of the two rules following: 


General rule. Limited to the lesser of the values of 
closing or opening stocks, multiplied by arbitrary 
coefficients. 

Special rule for undertakings keeping permanent 
stock records. Multiplication of the value of 
the opening stock by the difference between the 
price of the closing stock and the price of the 
opening stock increased by 10 per cent. 


Solution proposed by M A. Dubois 

15. Before any comparisons are made, one must 
value at the final price c the opening quantity O, 
the value of which then becomes Oc instead of Oa, 
that is a 'change in price' equal to O(c — a). 

It is true that if the quantity O has been replaced 
before the end of the period at a price c then the 
closing value will be greater by O(c — a) although 
the stock remains really unchanged. 

М Dubois calls this amount ‘fictitious apprecia- 
tion' and draws the conclusion therefrom that the 
‘true’ value V of the closing stock, whatever the 
closing quantity P may be, is: 

V = Р.с — O(c — а) 

He suggests the following balance sheet presenta- 
tions: 

Either У on the asset side; or 

P.casan asset and Ofc — a) as a liability. 

The only difference with the fiscal procedure for 
1950 (paragraph 14) is that a is increased by ro per 
cent. | 


Valuation of ttems included in manufacture 

16. Although numerous accountants in France 
remain faithful to the classic rule of valuation (FIFO 
at average price), current cost is normally used when 
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the goods are manufactured and sold at a contract . 


price (estimate). 

Various methods have been proposed to bring up 
to date the cost of sales by a more general use of a 
more recent cost — LIFO! or NIFO.? 

M Nataf, engineer, expert accountant, acting for 
the Conseil Supérieur de la Comptabilité, made a 
study of the use of current standards in 1950, but 
he hesitates before the necessity of frequent re- 
visions, and judges the method to be complicated. 


In fact, all these suggestions. involve the working 


out of the difference with the real cost normally 
when taken out of stores, this difference, which is 
included in the debit of the manufacturing account, 
being credited to a liabilities account. 

Let us note that this accounting adjustment 
scems different from that proposed by Mr J. W. 
McEachren.? 

'The incorporation of materials, priced at current 
rates, in the manufacturing cost should not cause 
any difference between balance sheet and operating 
accounts. 

The following formula must therefore be respected; 

Opening stock + Purchases — Closing stock 
== Materials used 

The accounts show the first three of these items 
at actual costs. The use of fictitious costs for the 
fourth necessitates a variance account and the 
formula becomes: 

Opening stock + Purchases — Closing stock 
= Materials used, at fictitious cost — Variance account 

The inclusion of the variance account on the 
liabilities side of the balance sheet reintroduces 
agreement with the manufacturing account. 

The same considerations do not obtain, however, 
in the sales account; M Nataf points out that the 
variance account relates to materials incorporated in 
all the manufactured goods, whether they are sold 
(realized profits) or in stock (realizable profits). 

This affects the computation of profits realized on 
sales. 


Revaluation of Balance Sheets 


17. In France, the rules now applicable for the 
revaluation of balance sheets were introduced by the 
ordinance dated August 15th, 1945 (articles 69 and 
following). At first. limited to the balance sheet for 
the financial period ending before January rst, 1947, 
the possibility of revaluation was afterwards extended 
to later periods. 


Essential characteristics of the revaluation of balance 
sheets 

18. The operation, instituted by an ordinance having 
as its object the establishment of a national solidarity 
tax, was and still is of a predominantly fiscal character 
designed to enable businesses subject to exception- 








1G. Peauit, 1948 International Congress. 
2 Notably M. Pouivet (1950), A. Dime (1951). 
з Journal of Accountancy, July 1949. 


. 





August 23rd, 1952 


ally heavy fiscal burdens to apply, free of tax, more 
substantial depreciations than previously. 

The revaluation is optional, whether one is con- 
sidering the subjects or the objects. Undertakings 
only revalue if they find it profitable. Moreover, 
they may select from the list of assets which may be 
revalued those whose revaluation will prove useful. 

The revaluation has a limited application. It applies 
to the following groups, with a right to exercise a 
free choice among the items of each group: 

(a) fixed assets, both tangible and intangible, and 
to the depreciations provided in the past on 
these assets; 

(5) investments, including participations in other 
businesses and shares held in other companies; 

(c) balances receivable and payable in foreign 
currencies. 

On the other hand, revaluation does not apply to 
balances receivable and payable in francs or stocks 
and work in progress. 

It is to be noted that the share capital is not 
altered by the revaluation, unless the company 
decides to capitalize the revaluation reserve. 

'The revaluation reserve is equal, for each asset 
revalued, to the difference between the accounting 
value of the asset before and after revaluation. 


EXAMPLE 


After revaluation 
Before revaluation 


The object of the rules prescribed is to fix maximum 
values but they do not preclude the. use of values 
lower than these maxima. 

These fiscal provisions have been accompanied 
by others of an accounting nature, which include 
definitions and a form of balance sheet inspired by 
the Standard Plan of Accounts 1947. 


Criticisms of the method used 

19. From a fiscal point of view it is certain that the 
revaluation of balance sheets by undertakings has 
earned them important exemptions from taxes in 
the increased depreciation. 

From the legal point of view, the shareholders 
have been favoured by the fact that the whole of 
the revaluation reserve is incorporated in the capital 
instead of being divided in accordance with the 
nature of the various classes of capital used (share 
capital, reserves, loans). 

From the accounting point of view, the admini- 
strative method adopted has not favoured the 
standardization of balance sheets, firstly because of 
its optional character (both as to: subjects and objects), 
and secondly because the residual values obtained 
have no valid economic significance and are not 
comparable. 
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Proposals of the Commission de Normalization des 
Comptabilités 

20. The Commission de Normalization des Compt- 
abilités has made the following proposals: 

(а) compulsory general revaluation progressing by 
section in decreasing order of economic use- 
fulness; 

(b) adoption of a method of valuing assets which 
shows their net actual worth, by subtracting 
from the replacement value an amount corre- 
sponding to wear, without bothering to revalue 
the depreciation actually carried out (see 
paragraph 14). 


Other proposals 
21. After criticizing the administrative system, 
M Alexandre Dubois proposes the formula of re- 
valuation presented under the heading ‘Stocks’ 
(paragraph 15). 

The asset is shown in the balance sheet at its 
actual worth (column 6 of table given below) but a 
‘compensation for fictitious appreciations account’ 
is shown as a liability. This account is equal to the 
increase in value of the asset through revaluation 
between the date of purchase and the date of the 
balance sheet. 

The formula is applied not only to the fixed assets, 
bit to the stocks and cash resources as well. 

As far as fixed assets are concerned, the workings 


are presented as follows: 


Gross |Revalued 





(a) Depreciation deducted. | 


This procedure shows similarities with the pro- 
posals made by M Burhenne, French expert account- 
ant, before the 1948 International Congress; those 
made by Mr James S. Lanham, professor of account- 
ancy at the University of Florida (Journal of Account- 
ancy, June 1950), and also the system used for many 
years by the Office de Comptabilité Agricole de 
Soissons under the direction of M Jean Ferte. 


Order and Accuracy in Accounts 
22. When estimates either of fixed assets or of stocks 
are concerned, the preceding statement shows that 
the accountant is forced to submit to contradictory 
requirements. The desire to avoid distribution of 
‘fictive dividends’ will sometimes compel him to 
decide in favour of the lowest stock valuation where 
the presentation of the balance sheet is concerned, 
but replacement value would be preferred for calcu- 
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lation of costs giving adequate security. By employing 
reserve or adjustment accounts these values may be 
-harmonized to result in an optimum fiscal economy. 
Thus opportunism prevails. 

23. It cannot be denied that fiscal pressure has 
occasioned the adoption or proposal of many of the 
afore-mentioned methods — often in contradiction to 
traditional accountancy rules.! 

For example, such is the case with this under- 
quoting of stocks which may be used directly in the 
inventory without figuring in the debit of the trading 
account and in a balance sheet reserve. Most account- 
ants think that such a practice leads to the establish- 
ment of something resembling a fraudulent balance 
sheet. 

Accountants are now strongly in favour of freeing 
accountancy from the too evident influence of much 
criticized fiscality. The Conseil Supérieur de la 
Comptabilité has become the champion of this move- 
ment by claiming that operating results should be 
determined by sound accounting rules and that 
corrections of a fiscal nature necessary for fixing 
taxed income should not be a part of accountancy as 
such. 

24. How is agreement on sound accounting rules 
possible when basic notions of capital and revenue, 
cost and profit, are still uncertain? Those who, in a 
period of rising prices, propose to write down stocks 
for excess inflation value are the first, in a period of 
falling prices, to claim provision for stock deprecia- 
tion. . 

This ‘about turn’ was observed in France in a 
period of six months. The accountant, when begged 
to modify his basic principles to uphold demands 
which vary with existiag circumstances, can have,no 
pretention to accuracy, he being perpetually in search 
of the approximate. 


Fluctuating prices lead to corresponding accounting 
fluctuation 
25. In France, the efforts made by the Conseil 
Supérieur de la Comptabilité toward a better con- 
ception and a better utilization of accounting are 
considerably hampered by this situation. 

The Standard Plan of Accounts has helped to 
elaborate a terminology and a logical classification of 





1 General situation contested by Mr W. A. Paton, Professor 
at the University of Michigan (Journal of Accountancy, 


January 1950). 
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accountancy data. But in presence of price variations 
of great volume affecting in different ways the various 
branches of activity, it cannot resolve correctly 
valuation problems by general rules referring to an 
abstract notion of value. At least, by separating 
general accounting from cost accounting, it renders 
easier the valuation of the wear and tear of fixed 
assets and stock consumption which depends on 
different criteria, according to the aims in view. 


The Economical Point of View 


26. The saving on taxes realized by the application 
of regulations based on the notion of replacement 
value represents certainly an important power of 
investment which has been very useful to enterprises, 
banking credit being limited in the present juncture. 

The table below shows the results of a survey of 
the balance sheets of nine limited companies chosen 
from various fields of activity. (iron and steel indus- 
tries, chemical works, mills, automobile works) 
representing in 1950 a capital of approximately 
19 milliard francs, and investments (fixed assets and 
stocks) of approximately 162 milliard francs. 

27. The segregation of the results of monetary 
depreciation as included in the apparent profits has 
most certainly allowed directors to avoid exaggerated 
payments of dividends which might undermine the 
financial position of the enterprise. 

'The questions must be asked: Has not the use of 
replacement value in costs been too sudden? and, 
Has not self-financing, realized by a rise in consumer 
prices, caused inflationist tendencies without a 
corresponding rise in production? A conclusive 
statistical survey on this subject is, alas, lacking. 

28. The accountant cannot be criticized for setting 
forth in his accounts the consequences of rising prices 
supported by the enterprise. It is his work but never- 
theless he must take certain precautions. It would be 
undesirable if, under cover of seemingly truthful 
accounting, though really based on unreliable esti- 
mates, the head of a business should unduly increase 
his prices - sometimes thus unnecessarily anticipating 
an incipient and feeble rise. 

Special attention must be paid to the psychologic 
role of accounting valuations and corrections. Ex- 
perience has taught that excess of personal safety — 
certainly quite legitimate if takén separately – may 
lead to conditions of collective insecurity. 






































| 1947 1948 1949 1950 
Profits before adjustment 2,105,000 100 | 13,312,000 100 8,855,000 100 8,936,000 100 
Depreciation .. ae 1,264,000. 60 2,929,000 22 4,111,000 46:4 | 5,128,000 574 
Adjustment on stocks: 
Replacement reserve fund .. — 7,684,000 57°7 | 1,837,000 20:8 518,000* 5:8 
Fluctuating price provision — 762,000 57 529,000 6 393,000 4'4 
Profit (balance sheet) . 841,000 40 1,937,000 14:6 | 2,378,000 26:8 | 2,897,000 324 





*Three companies only. For the others, the use of stock reduction not figuring in books prevented the information 


from appearing in the balance sheet. 
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The parliamentary debate on the ‘Sliding Scale 
of Prices and Wages’ gives us something to think 
about. 

2g. Accounting can be something more than an 
automatic recording of price fluctuation. In inflation- 
ist conditions the accountant can help to direct the 
actions of the management towards compensation 
or restraint of increases. 

The classical analysis of costs as fixed or propor- 
tional charges (or the study of break-even point) 
brings to light information which has perhaps been 
neglected in the past and the technique of rational 
charging should not be disregarded. 

Accountants, by measuring and increasing pro- 
ductivity, have created another form of active inter- 
vention exceeding in interest the simple presentation 
of information based on replacement value. It is true 
that inflation by reducing the role of money as a 
standard of value deprives accounting of a part of 
its usefulness in this field. 

Thus as a natural sequence it follows that account- 
ing should participate in the efforts to stabilize prices. 

30. On a general economic plan we must agree 
with Mr A. Mey (Holland) and M Uri (France) 
that, from a statistical point of view, it is better to 
employ replacement value to establish the necessary 
data for national accounting and the economic budget. 

But here, as in the economy of private business, the 
principle of ‘national charging’ should guide the 
presentation of accounts and direct action against 
inflation. In short, it is not a question of being limited 
to a mechanical adjustment of public expenditure to 
rising prices. The information originating from ex 
post facto accounts must be utilized to promote 
reforms liable both to diminish service costs and, 
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taking into account national income corresponding to 
a possible level of production, to distribute costs 
fairly in time and space so as to ensure a perfect 
balance of prices, wages and money. 


Suggestions 
31. In the presence of an inflation of such importance 
as that now existing in France, a general revaluation 
of balance sheets is probably desirable and possibly 
unavoidable. The use of the method specified by the 
Commission de Normalization des Comptabilités 
would be a definite improvement on present practice. 

If price fluctuations intervened subsequently, 
adjustment accounts might be created on the liabilities 
side as long as the total of these accounts did not 
exceed a figure which would justify a new revaluation. 
But in any case, it may be admitted that a more prac- 
tical and less logical conception of accounting leads 
to a concomitant use of two kinds of documents: 

(a) Accounting statements following general rules 
fixed by requirements of a legal statistical and 
economic nature. 

(b) Economic statements adapted to a permanent 
and rapid survey of manzgement, depending 
particularly on current economic conditions. 

With this in mind, it will be seen that great interest 
is given to the realization (recommended by certain 
authors) of an ‘economic balance sheet’ as dis- 
tinguished from. an ‘accounting balance sheet’. 

32. Compliments are due to the organizers of 
the Sixth International Congress for having chosen 
a subject of such wide interest. 

It is to be hoped that such exchanges of opinion 
will not end here, but will continue after the 
Congress. 


APPENDIX (see paragraphs 1 to 6) 
COMPARATIVE CALCULATION OF DEPRECIATION ANNUITIES (in thousands of francs) 
For equipment acquired at the beginning of year 1 — at the price of 100,000 francs 
Constant rate of depreciation, 10 per cent 
Hypothetical indices of price variation. First revaluation at the end of year 5, then annual revaluation 










Finan- 
cial 
periods 
value 

І І то 

2 2'5 10 

3 22 10 

4 2 10 

5 3 10 

6 35 10 

7 42 10 

8 45 IO 

9 47 10 

. 10 5 IO 





OTHER SYSTEMS 




























(A) Amortissements de la valeur d'origine — Depreciation on original value 


за 


С) » 


réévalués = Depreciation after revaluation - , 
complémentaires par Fonds de Renouvellement = Provisions for renewal 
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WEEKLY NOTES © 


The Association’s Examination Results 

In the June 1952 examinations of the Association of 
Certified and Corporate Accountants, there were 
2,135 candidates, and the results, now published, 
show that of this total, 1,114 sat for the Final examina- 
‘tion. In Sections I and II of the Final there were 62 
candidates, of whom 15 (24 per cent) passed. In 
Section I only, 156 candidates out of 521 (30 per cent) 
were successful, and the First Place was awarded 
‘jointly to Mr W. D. Lobban, of Edinburgh, and Mr 
E. G. Mannall, of Bromley. In Section П only, 277 
candidates passed (52 per cent) and 254 failed, the 
First Place and Prize going to Mr T. C. Weaver, of 
London. А 

In the Intermediate examination, 956 candidates 
sat, of whom 418 (44 per cent) were successful, the 
First Place and Prize being won by Mr C. D. Lloyd, 
of Richmond. 

There were 65 candidates for the Preliminary 
examination with 36 passes (55 per cent). . 

A list of successful candidates in all sections of the 
Final and a full summary of the results appear else- 
where in this issue. 


Cost Accountants’ Examinations 


The results of the June 1952 examinations of the 
Institute of Cost and Works Accountants in respect 
of 3,029 candidates both at home and oversea have 
now been announced. The Institute’s new syllabus 
came into operation for the first time at the examina- 
‘tions and among the subjects were a number of a 
managerial character. The Institute has also split the 
Final examination into Parts A and B, candidates 
being able to take both parts together, or Parts A 
and B separately. 

A total of 1,037 candidates sat for the whole or 
Parts A or B of the Final examination, and of the 500 
who sat for the whole of the Final, 252 passed and 248 
failed. Of the remaining 537 candidates, 99 out of 
233 passed Part A, and 218 out of 304 passed Part B. 

The First Place in the Final, carrying with it the 
S. Laurence Gill Prize, was awarded to Mr Curtis 
Rice, of G. Rice Bros Ltd, agricultural and general 
engineers, Oxted, Surrey, who also gained the 
Leverhulme Prize for Costing. The Donald L. Moran 
Prize, for Management (Factory and Distribution), 
was awarded to Mr Cedric Holden, of John Wild & 
Sons Ltd, paper manufacturers, Radcliffe, Lancs. 

At the Intermediate examination there were 1,875 
candidates, of whom: 3o1 sat for the whole of the 
Intermediate (Parts I and II) and 170 passed, the 
First Place being awarded to Mr Christopher 
Robert Henry Morgan, of Scribbans-Kemp Ltd, 
bakers and confectioners, London. In Part I only 
there were 962 candidates, of whom 459 passed, 
and in Part II only, 612 candidates sat, 391 being 
successful. 

At the Preliminary examination there were 11 


X 
candidates, of whom 47 passed and 7o failed. The 


names of the successful candidates in Parts A 
and B together of the Final examination held at the 
home centres, together with a summary of the home 
results, appear on another page. 


The Royal Commission on Taxation 

'The Institution of Mining and Metallurgy has sub- 
mitted a memorandum in relation to mining (exclud- 
ing coal mining) in the United Kingdom. The 
Institution is an association of professional men and 
is concerned with the taxation of mining ventures 
in so far as this might seriously limit the scope of 
the exercise of professions which it seeks to foster. 

After noting the present national need for strategic 
minerals and base metals, the memorandum asserts 
that the geological incidence of many mineralized 
areas in Great Britain are such that if they were 
situated oversea they would have attracted capital 
for their exploration and development. The Institu- 
tion believes that one of the major reasons why 
development is not undertaken here more widely is 
the failure of United Kingdom taxation law to take 
account of the speculative nature of mining. This 
failure is exemplified by such an early case as that 
of Coltness Iron Company v. Black ((1881) 6 App. 
Cas. 315; L'T.C. 287, 311) which established that 
pit sinking was capital expenditure. This expenditure 
is now amortised under the output formula in 


‘Chapter III of Part X of the Income Tax Act, 1952. 


After mentioning the depletion allowances which 
are granted by Canada, the United States, South 
Africa and Northern Rhodesia, and the existence of 
a flourishing mining industry in each of those 
countries, the memorandum suggests a 100 per cent 
amortisation allowance for all capital expenditure 
by a mining company up to the production stage and 


"thereafter, unallowed amounts being carried forward 


against subsequent profits. 


Lower Prices? 
There is no doubting the serious view which the 
Government takes of current developments in the 
wage demands of the engineering industry. Perhaps 
even more significant, in a way, is the fashion in 
which the Press has rallied at short notice to the 
official point of view on the trend of prices and the 


` cost of living. The latest issue of the Treasury 


information bulletin gives reasoned ground for 
expecting an imminent decline in the price of con- 
sumer goods (excluding food prices) on certain 
assumptions, and the London evening papers of the 
same day gave this view banner headlines. 


There is no doubting the seriousness of the issue" 


involved. A decision to strike or work short time 
would at once hold up rearmament and exports 
while creating a trial of strength between Govern- 
ment and organized labour, from which little good 


| 


F 
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could come whoever might gain the nominal advan- 
tage. If the engineers obtain a large increase in wage 
rates they will touch off a series of demands and set a 
precedent which will send prices soaring in a further 
serious outbreak of inflation. If their more extreme 
demands are put to the test and fail, a whole industry 
will be disgruntled —a condition which will certainly 
spread. 

Of the probability of declines in prices, apart from 
footstuffs, if wage demands аге not pressed beyond a 
certain limit, no one will disagree. It was said in 
these notes some months ago that prices were moving 
down and the only offsetting tendency to this pleasing 
trend was the possibility of an increase in wages. 


. World price trends are certainly set for a move to 


lower levels except for a few — though important – 
commodities and these influences are already at 
work on the level of wholesale prices in this country. 
Much depends on this country taking what advantage: 
it can of this favourable trend while it lasts, but it 
will take statesmanship of the highest order in the 
unions to explain these abstract matters and the 
recent downward flicker of profits to men who see 
Themselves still pressed by the cost of living and in a 
strong bargaining position. 


Costs and Disinflation 


Any lingering illusions there may still be that the 
process of disinflation or the struggle against com- 
petitors in the export market can be a painless 
experience, should be destroyed by the news this 
week from the motor industry. Three motor-car 
manufacturers have announced cuts in their staffs as 
a measure of economy – two of the companies being 
among the Big Five. There is no doubt that the 
increasing challenge of other countries, notably 
Germany and Japan, is now having a serious effect 
on the export prospects of British industries. Where 
this increased competition is coinciding with more 
difficult selling conditions in the home markets (as in 
the case of textiles) the pressure to increase efficiency, 


. through the results coming to light in the trading 


account, can be expected to increase substantially. 

"There is in fact a good deal of evidence to show 
that many people are now thinking out their analysis 
of the current ills of the country's economic position 
in ап obsolete context. It is true that certain prices 
among key commodities are still increasing and that 
there is a good deal of inflationary potential left. But 
it is also becoming evident that many prices are 
falling (unfortünately for many manufacturers both 
in their markets as well as in their costs), that some 
markets are shrinking both at home and abroad (but 
especially in the latter), and that profits (often before 
tax, but even more often after it) are no longer rising ~ 
in many cases a decline has set in. 

It is still possible to argue that there is a good deal 
of water to be squeezed out of the economy, but 
it is also becoming true that there are no longer any 
easy gains for anyone — and that applies to both sides 
of industry. 
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Resale of Dollar Commodities 


After the scheme to allow merchants to sell dollar 
commodities to member countries of the European 
Payments Union. has been in operation for no more 
than a week, the Bank of England has put a ban on 
further transactions. The Bank announced at the end 
of last week. that no further applications would be 
considered for a month. It has suggested that these 
should be sent in again when that period of time has 
elapsed and by then the authorities hope to be in a 
position to decide whether and in what form the 
scheme should continue. 

'The plan by which purchases of dollar commodities 
are allowed to be offset against sterling transactions 
within E.P.U. was discussed in these notes recently. 
Its raison d'étre comes from the current gold drain 
from this country to E.P.U. So long as this country is 
paying out in gold in fulfilling its obligation to the 
Union, it is worth while for it to permit dollar trans- 
actions with the United States on an increased scale. 

The fact that the Bank has called a halt to it is, in 
a way, a tribute to the scheme's success. It will not 
be until the next balance is struck with the Union 
(which is a monthly exercise) that the Bank will know 
how the business generated under the scheme is 
affecting the movements of gold. It is the direction of 
net gold movement and not a tender regard for the 
liberalization of trade in Western Europe which is the 
motive behind the scheme’s existence ~ апі will 
decide its continuance. 


Exports in July 


There was an improvement in this country’s adverse 
visible balance on its external trade account during 
July but the gap is still disconcertingly wide. 
Exports were noticeably higher at £220:8 million 
compared with 193-6 million in June, but this better 
showing was due to the fact that last month had more 
working days than its predecessor. If account is taken 
of this fact the July figures are not as good as those 
for June. 

Imports were also higher. They reached {290 
million compared with £276-4 million in June. Thus 
the adverse balance for July comes out at £69-2 million 
against £82-8 million the month before. 

Taking the first seven months of this year, the 
adverse balance has been to some extent reduced on 
the same period a year ago, but it must be remembered 
that at this time last year the notorious run on sterling 
had not yet assumed serious, proportions. Neverthe- 
less, the adverse balance so far at £539 million com- 
pares favourably with the £679 million of last year 
at this time. | 

Exports to the United States were at the same level 
in July as in the average month of the second quarter 
while those to Canada were rather higher. Thus, 
taken as a whole, exports to North America are still 
gradually increasing as the year goes on. They are not 
yet back, however, to the level reached in the second 
quarter of last year which was an outstandingly good 
three months’ stretch. 
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FINANCE AND COMMERCE 


Even an active and firm gilt-edged market has failed 
to coax any greater general volume of business to the 
Stock Exchange generally. Industrial uncertainties 
over wage and redundancy questions can hardly be 
ignored for long as market factors and for the present 
at least, there appears little justification for any 
sustained improvement in values. 


Philips Lamps 

We reprint this week some extracts from the accounts 
of N. V. Philips’ Gloeilampenfabrieken, a name 
well known in the radio and television world but 
probably not quite so prominent in the public mind 
for its work in the field of X-ray and other medical 
apparatus, in telephony, in industrial equipment for 
scientific measurement and recording, in pharma- 
ceuticals and general scientific research. It is a world- 
wide organization with nearly 100,000 employees. 

The first point of importance in the accounts of 
this Dutch company is the extent to which replace- 
ment values have been adopted, both for fixed assets 
and for stocks. This year, a new form has been 
adopted for the balance sheet which enables a better 
appreciation to be made of the capital structure. 

Reserves which formerly appeared on the liabilities 
side under the headings which had been used in the 
books of account and the extra depreciation which 
was formerly deducted from the relative assets have 
now been regrouped under the headings ‘Share 
premium reserve’ end ‘Retained profits reserve’ 
respectively. In this manner, the significance of the 
assets concerned has become more evident and a 


Ss 


better appreciation of the capital position can be gained. 

Revaluation reserves, formerly deducted from the 
book value of the assets concerned, are now shown 
separately under the heading ‘Reserves arising from 
the revaluation of assets’. In the event of falling 
prices, this method of drawing up the balance sheet 
results in the amount by which the replacement value 
goes down being charged to this reserve with a conse- 
quent decrease in the “Total interests of shareholders’. 


‘Principles of Valuation’ 


‘The company’s accounting procedure i is informatively ,, 
described in a chapter on “The Principles of Valua- ^^ 
tion’. The company’s constant practice, it is stated, 
has been to revalue fixed assets in accordance with 
changes in the price level in order to make their 
book value correspond with replacement cost. Depre- 
ciation is deducted on the basis of replacement cost. 
Rises or falls in value are taken to or charged against 
the revaluation reserve. 

Patents, trade-marks and developments are always? 
written off completely even if from the point of view 
of business economics, it would have been permissible 
to capitalize. All amounts paid for goodwill are 
always charged to profit and loss account immediately. 

Investments in subsidiaries, including current 
accounts, are shown at a value not higher than that 
calculated in accordance with the principles applied 
to the valuation of the remaining assets and liabilities. 

Stocks are constantly revalued in accordance with 
price fluctuations, in order to make their book values 
correspond with replacement cost, increases and 








ASSETS 


Fixed assets 
At replacement value 
Less depreciation .. 


Patents, trade-marks and development 
Investments in subsidiary companies, including current accounts 


Stocks 

At replacement value: 

Raw materials and они produces 
Finished products x 


Debtors 

Trade and sundry debtors . 5 
Prepaid expenses and income raceivable .. 
investments not immediately realizable 
Liquid assets 


Cash at bank and in hand oe АЕ E du 
Securities .. Tm v En m $N . .. 


TOTAL ASSETS 


CONSOLIDATED STATEMENT of the 
N.Y, Philips’ Gloeilampenfabrieken and as bene- 


December 3lst, 1951 - 
fi. 867,193,000 fl, 


December 3ist, 1950 
697,059,000 





„г 435,474,000 — fl. 431,719,000 ,, 352,295,000 fl. 344,764,000 
» 33,273,000 „m — 29,533,000 

6. 384,345,000 fl, 218,784,000 

о 290,22,000 „ 674,566,000  ,, 177282,000 „  396,066,000 

fl, 359,375,000 fl. 261,767,000 

. 19,826,000 „ 379201000  , 11,729,000 ,„  273,496,000 
4 14,209,000 » — 02,191,000 

fl. 105,914,000 fl. 109,080,000 

» 39,002,000 „ 145,016,000 „` 42,067,000  ,, 151,147,000 
fi. 1,677,984,000 fl. 1,207,197,000 
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decreases being adjusted against revaluation reserve. of the ‘world turnover with third parties’ and of a 

Reserves against the risk of obsolescence are built ‘summary of interesting information relating to the 
‘up ‘dynamically’, і.е. in proportion to the volume of past five years’. This latter is included in the reprint. 
business. Stocks are shown after deduction of this - . 
reserve. 

In the paragraph on ‘Foreign currencies’, it is noted Money Market 
that conversion is at the official rate of exchange ‘Treasury bill applications on August 15th totalled 
ruling at accounting date unless, however, the pur- £284,625,000 and, maintaining the bid at £99 7s да, 
chasing power of the currency concerned makes the the market obtained 7o per cent of requirements. The 
adoption of a lower rate expedient. average rate was £2 9s 0:394 per cent and this week's 

Another new feature in these accounts is the offer. is {£240 million, an increase of £20 million. 
inclusion for the first time in the consolidated figures There is no call against Treasury deposit receipts. 





























PHILIPS FROM 1947 TO 1951 CONSOLIDATED SUMMARY OF RESULTS 
195] 1950 1949 1948 1947 in conjunction with the CONSOLIDATED STATEMENT of the 
~ in millions of guilders total interests of shareholders as members of N.Y. Philips ' Gloeilampenfabrieken 
World turnover with and as beneficiaries under the British and American Trusts 
third parties e 1,242 982 830 651 497 
1951 1950 
Profit beforetaxation 144 102 52 42 42 World turnover with 
in relation to turnover 11-695 104% 63% 65% 83% third parties .. 33 fl. 1,242,000,000 fl. 982,000,000 
Operating result be- t 
Profit after taxation 63 48 l6 12 2! fore deduction of " 
in relation to turnover 5:1% 49% 199, 18% 42% the following items »  215,662,000 s. 161,338,000 
Depreciation .. .. f1.50,959,000 £1.44,595,000 
Profit distributed .. 24 18 13 13 7 Interest .. E -. $» 15,982,000 » 11,649,000 
Profit retalned In the Development expenses 
business — .. E 39 30 3 —1 i4 written off .. .. » 4,707,000 ,, 71,648,000 ,, 2,728,000 ,, 58,972,000 
Wividend -ordinary 
shares 12% R% 9% 9% 9% Operating result be- 
Dividend — cumulative fore taxation vs fl. 144,014,000 fl, 102,366,000. 
preference shares .. 72% 72% 66% 66% 6&6% Taxation or А » 80,911,000 » 54,035,000 
Investment in fixed Operating resultafter : 
assets A ре 97 61 72 76 55 taxation  .. 2. fl. — 63,103,000 fl. 48,331,000 
Depreciation of fixed Р nen 
assets ~ ats 5! 44 36 33 25 ~~ Transferred to Retain- 
ed profits reserve: 
Fixed assets (at replace- Increase in the net worth 
ment value) ale 465 374 343 308 270 of the Trusts.. .. f1.13,996,000 fl. 7,894,000 
Current assets (at re- Trade cycle equalization 
placement value) .. 1,213 833 746 621 532 reserve o -. 9» 25,000,000 »» 22,000,000 
Current liabilities — .. 506 358 380 256 196 | Undistributed dividend 


В balance i «+ ,,fess242,000 fl. 38,754,000 ,, 333,000 fl. 30,227,000 
Long-term liabilities .. 304 208 186 99 150 


Net Interest of share- Available for distribution 5 24,349,000 fl. 18,104,000 
holders — .. »» 868 641 660 574 456 —————— — 
fl. 63,103,000 fl. 48,331,000 

Numbers employed .. 99,000 90,000 79,000 81,000 77,000 an ctr acm ca 








total interests of Shareholders as members of 
ficiarles under the British and American Trusts 





LIABILITIES 
December 3ist, 1951 ` December 31st, 1950 
Total interests of shareholders 
Ordinary share capital (issued) xi 22 vi em on os .. fl. 174,068,000 fl. 103,002,000 
6 per cent Cumulative preferenze share capital (Issued) E E .. и» 75,000,000 » 41,971,000 
Share premium reserve vs $5 EM Ра АУ as $5 .. » 138,226,000 +» 138,174,000 
Retained profits reserve e a we ^ E sto S .. » 215,071,000 » 176,317,000 
fl. 602,365,000 fl. «59,464,000 
Reserve arising from revaluation .. => А T E es +. » 265,789,000 » 868,154,000 » 181,929,000 fl, 641,393,000 
Outside shareholders’ Interest in subsidiaries .. vs ~ .. s 4,333,000 m 3,022,000 
Reserves for special purposes 
Sundry provisions КА s vue n = n is is 71,670,000 Е 54,349,000 
Long-term liabilities 
Unsecured debentures vs M T Vs Qs 5 .. fl. 170,429,000 8. 94,474,000 
Other long-term liabilities .. АЕ КН eo Е $^ m .. » 92,948,000 » 263,377,000 » 93,589,000 »  178,063,000 
Short-term liabilities 
Bank loans .. E x i T e an m "m .. fl. 147,150,000 п. 90,446,000 
Creditors, including provision for taxation F m n or -. » 241,016,000 » 168,976,000 
Expenses payable 56 E Di HN Sra ie ez F% .. a 57,935,000 » 446,101,000 » 52,844,000 » 312,266,000 
Profit avallable for distribution = => 25 eu 55 ЕБ R 24,349,000 n 18,104,000 
TOTAL LIABILITIES .. Já d 2s T ae Се fi. 1,677,984,000 fl. 1,207,197;000 








We have audited this Consolidated Statement at December 3156, 1951, and found it correct. The Statement includes the Consolidated 
Balance Sheet of the British Trust as at December 3Ist, 1951, certified by Messrs Newman, Ogle, Bevan & Co, Auditors of London, 
the Consolidated Balance Sheet of the American Trust, as at December 3lst, 1951, cértified by Messrs Frazer & Torbet, Auditors of 
New Ycrk, and the Consolidated Balance Sheet of N.V. Philips’ Gloellampenfabrieken as at December 31st, 1951, certified by ourselves, 


Eindhoven, April 29th, 1952. ACCOUNTANTSASSOCIATIE 
KLUNVELD, KRAAYENHOF & CO 
G. L. GROENEVELD 
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CURRENT LAW 


Devaluation: Effect on American Judgment 
The plaintiffs in East India Trading Co Inc v. Carmel 
Exporters & Importers Ltd (Solicitors! Journal, May 
17th, 1952) obtained judgment in the Supreme Court 
of New York for $32,768 and brought an action in 
England to enforce it. The pound sterling had been 
devalued about six months before. The Master gave 
judgment at the rate in force at the time of the breach, 
and the plaintiffs claimed the difference between this 
figure and the figure obtained by taking the rate at 
the date of the judgment. 

Sellers, J., held that the date to be taken was the 
date on which the debt became due (Madeleine 
Vionnet et Cie v. Wills ([1940] 1 K.B. 72)). He 
therefore gave judgment for the plaintiffs. 


Company Capital, Increase: Stamp Duty 
In Nestlé Co Lid v. Inland Revenue Commissioners 
(Law Times, May 23rd, 1952) the appellants increased 
their capital in order to take up the major part of the 
capital of a company incorporated in Northern 
Ireland. 

Danckwerts, J., held that the Finance Act, 1927, 
Section 55 (1), in speaking of ‘any particular existing 
company’, meant a company governed by the laws 
of Great Britain. Exemption from stamp duty was 
not therefore available. 


Fiduciary Relationship between Solicitor and 
Client 


McMaster and Another v. Byrne (Solicitors’ Journal, 
May 24th, 1952) was an appeal to the Privy Council 
from the Courts of Ontario. The appellants were 
executors of the respondent’s client, who was the 
holder of shares in a company of which the respond- 
ent was secretary, the respondent being a barrister 


and solicitor. He was also the deceased’s executor. ` 


He obtained an option for thirty days on the de- 
ceased's shares at a price of $30,000 and exercised it. 
The company was later taken over by an English 
company, the negotiations having been begun before 
the option was acquired. The respondent received 
$127,000 for his shares and the plaintiff sued for the 
profit of $97,000, on the ground that the relationship 
of solicitor and client still subsisted. The Ontario 
courts found for the defendant. 

The Privy Council ordered a new trial of the issue 
whether the respondent had made full disclosure of 
all material facts. They held that the fiduciary re- 
lationship still subsisted and approved the statement 
of Parker, J., in Allison v. Clayhills ((1907) 97 L.T. 
709), to the effect that 

‘a solicitor may by virtue of his employment acquire 

a personal ascendancy over a client and this ascend- 

ancy may last long after the employment has ceased, 

and the duty towards the client which arises out of 
any such ascendancy will last as long as the ascend- 
ancy itself can operate.’ 


-œ 


Conversion of Ring 
Jerome was the owner of a diamond ring, which he 
entrusted to Т. to sell on his behalf if he could do so 
within seven days, after which, if unsold, it was to be 
returned. He was to receive {550 and T. any surplus. , 
T. did not sell within the time, but afterward sold 
to Bentley & Со for £175. . 

In an action against Bentley & Co, Donovan, J., 
held that at the time of the sale T. was no longer 
Jerome's agent and was not in the position of a person 
who might be presumed to have authority to sell the 
ring. No property thus passed and the defendants m 
were liable for conversion. (Jerome v. Bentley & Co ` 
(Law Times, June 13th, 1952).) 


Donatio Mortis Causa 


In contemplation of death, one L. gave to P. the key 
of her trunk, which contained the key of a safe deposit 
at Harrods in which she kept certain jewellery, 
telling P. that (with the exception of one piece) she; 
P., was to have her jewellery and saying, ‘Keep th€ 
key; it is now yours’. 

Wynn-Parry, J., held that it was an essential 
condition of a valid donatio mortis causa that the gift: „ 
should be made under such circumstances as showed 
that the gift should revert if the donor should recover. 
In this case the condition was satisfied and thus there 
was a valid gift. (Re Lillingston (decd.), Pembury v. 
Pembury and Another (Law Journal, June 20th, 1952).) 


Agent of Necessity: Husband and Wife 


A wife was compelled, by reason of his cruelty, to 
leave her husband. She borrowed from the plaintiff for 
the purchase of necessaries. She possessed appreciable 
moneys and the plaintiff sued the husband for money 
lent to the wife as his agent of necessity. | 
The Court of Appeal held that in considering 
whether the wife was an agent of necessity her means 
must be taken into consideration. Here she had assets _ 
which she could reasonably have been expected to 
use for the purpose. She was thus not an agent of 
necessity and accordingly the plaintiff's claim failed. 
(Biberfield v. Berens (Law Times, June 27th, 1952).) . 


Charterparty: Stevedores 


A charterparty provided that loading and discharging 
should be by the owners’ agents-and stevedores. At 
the port of discharge it was the custom, where grain 
was discharged other than by suction into silo, for 
the receiver to carry out tlie whole work of discharg- 
ing into bags or buckets and to debit the ship with. 
half the cost. The bags were subsequently discharged 
by the ship. E 
Sellers, J., held that the custom was of benefit to 
both parties and thus was not irreconcilable with the 
contract, but supplemental to it. The shipowners were, 
therefore, rightly debited. (A/S Sameiling v. Grain 
Importers (Eire) Lid (Law Times, July 11th, 1952).) 
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The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Hospital Cost Accounting 
Sir, - Your editorial ‘Hospital cost accounting’ in 
your issue of August 16th, seems to avoid the practical 
issues of accountancy in the national hospital service. 
І cannot claim to know what was in the minds of 
the 'T'reasurers of Regional Hospital Boards when they 
produced the interim report of June 1950, but there 
is no doubt the qualifying adjective is ‘interim’, and 
no one who has experience of the wide range of 
technical accounting systems inherited from the 
“welter of previous hospital authorities, could fail to 
realize that the report was concerned with what was 
practical. Cost accountancy, however primitive, to 
cover gross annual expenditure of £200 million cannot 
be achieved overnight *by the scrapping of the present 
outworn system and the introduction of a straight- 
forward. departmental system’. It can, in fact, only be 
achieved by stages and you seem to recognize that 
«when you comment that the second report is a ‘great 
advance on any so far published on this complex 
subject’. 
I have no intention of defending the basis of the 
: recently published ‘Hospital costing returns for the 
year 1950-51’, but it might be pertinent to point out 
with all their faults that they are the first detailed 
financial statements of all hospitals in the National 
Health Service to be published and to those who wish 
to understand, and are prepared to take a little trouble 
over doing so, are very interesting. To my kriowledge 
no claim has ever been made that they are capable of 
being appreciated universally or even by leader 
writers. Hospital costing for the millions is likely 
neither to be practical nor useful and the. results of 
departmental costing are not likely to be capable of 
being grasped by simple souls. 

Recently the chairman of King's College Hospital 
expressed an opinion in a letter to The Times (June 
28th, 1952), which is shared by many with practical 
experience of the national hospital service, when he 
stated that he was 'certain that a reliable system of 
unit costing would be too extravagant for less 
specialized hospital groups' (that is, than King's 
College Hospital). Indeed, there are many who could 
by no means be considered reactionary in their 
approach to accountancy techniques, but who would 
go even further and doubt whether systems of com- 
prehensive costing in large general hospitals will ever 
be worth while. | ' 

The basis of any costing system is a ‘unit’ and for 
true comparison the ‘unit’ must be clearly defined 
and comparable. The unit ‘In-’ or ‘Out-patient’. is 
common to all hospitals but the treatment of such 
patients even when suffering from the same ailment 
1s not necessarily comparable and the cost may 
therefore differ. Costing. in hospitals abounds in all 
sorts of anomalies which require careful analysis if 


~ 


they are not to vitiate true comparison. The fact that 
the salary of a consultant may vary between £1,750 
per annum and £5,250 per annum, depending on 
seniority, with a proportional variation of the conse- 
quential ‘team’ expenditure, is in itself an indication 
of the sort of conditions which qualify the use of 
comprehensive costs of hospitals even when produced 
on a functional basis. 

To take the matter one step further, in the event of 
effective costs being produced, what. action is likely 
to be.taken? If it is true that most hospitals are under- 
staffed, is it not possible that acute differences in cost 
will be traced to variations in staffing and does it 
therefore mean that cost accounting may in the first 
place assist arguments in favour of larger staffs and 
therefore lead to greater costs? Before any action is 
taken on cost accounting, it is to be hoped that the 
general staff at the Ministry of Health will have an 
exercise which has as its hypothesis the existence of. 
a perfect hospital costing system. 

It may be that not enough thought has been given 
to the ends of costing in hospitals. When the costs of 
the National Health Service were mounting, it was 
claimed that ‘costing’ was the answer, although there 
are grounds for the belief that the real reason for the 
increase lay in the swift upgrading of the hospitals in 
the early days of the service, which was allowed to 
proceed unchecked. by central financial control. 
Apparently it is still to be appreciated that costing 
has no essential function in schemes of financial 
control; it may be pertinent to note that the finances 
of the Health Service seemed to be under control even 
before the production of the ‘primitive’ costing 
returns. ' : 

' Yours faithfully, 
G. McLACHLAN. 
London, SW6. 


[We did mot suggest scrapping the present outworn 
system ‘overnight’; зисћ ап inference is unjustifiably 
drawn by our correspondent. Practically all the ills from 
which the National Health Service suffers today are due 
to the fact that it was introduced ‘overnight’. We hope 
that such drastic action will not be taken in connexion 
with the introduction of a cost accounting system; it 
must be evolved in stages commensurate with the staff 
available and the peculiar difficulties of hospital work. 
We made no claims that costing was the answer to the 
financial] ills of the service and we do not underestimate 
the difficulties connected with the anomalies which exist. 
But anomalies exist in all undertakings and they may be 
provided for. We do not accept our correspondent’s 
argument that disclosure of differences in cost due to 
staff variations may lead to increases in staff in, hos- 
pitals ‘apparently’ under-staffed. It may just as well 
lead to a reduction in those hospitals which 'are 
'apparently! over-staffed. Our main criticism of the 
report is that it recommends a superimposed system 
with all its attendant extra labour and cost. — Editor.] 
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Case law seems to be limited in this matter to 
Seldon v. Croom-Johnson (x1 A.T.C. 126; 16 T.C. 746) 
which concerned a barrister-at-law. Here it was held-~ 
that a barrister has only one profession which he 
exercises in the Courts no matter how many places of 
business he may maintain wherein to interview his 
clients. ў 

It seems to us that the profession of dentist is dis- 
similar in that he cannot practice anywhere but must 
acquire accommodation and equipment, and where 
that equipment is, there and there alone can he 
practice. 

There must be many of your readers who have had 
to deal with circumstances like this, and any infor- 
mation as to the method of treatment when a new 
practice is opened and when one of the two practices" 
is closed would be much appreciated by the writer. 

Yours faithfully, 
` D. B.N. 


Basis of Assessment: New Business? 


Sir, - I would be grateful for the comments of any 
of your readers with experience of similar circum- 
stances to the following: 







A dentist who had been in practice for some years 
in town A opened new premises in town B, some 
fifty miles away. For the practice in town B new 
equipment and staff were acquired and arrangements 
made with local dental mechanics. There was no 
transfer of patients and the only connexion between 
the two practices was the dentist himself, who divided 
his time between them. 


The question is what should be the basis of assess- 
ment for the practice in town B, should it be treated 
as an expansion of the old business or as a new 
business? Our contention is that it is a new business 
and that in fact the dentist is carrying on two 
businesses at the same time. 
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Results of Examinations held in June 1952 
FINAL EXAMINATION 


SECTIONS I AND II 


Full List of Names of Successful Candidates 
(in alphabetical order) 
Pearse, D. B., Stanmore. 
Reid, G. A., Manchester. 
Savage, J. R. H., Morden. 
Slow, A. L., Dagenham. 


Bright, N. J., Harrow Weald. 
Brooke, A., Brighouse. 

Lee, W., Chorley. 

McIntosh, J. A., Stirling. 
McKnight, S. E., Southsea. 
Pike, G. R., London. 
Singleton, A. H. H., Leicester. 
Smith, W. J., Greenford. 
'Tait, A., Dumbarton. 
Vanderpuye, P. H., London. 


Bence, R. F., Birmingham. 


Gill, J. T., Kinver, near Stourbridge. 
Gough, M. T., Gloucester. 

Gross, J. H., London. 

Guy, R. S. H., King's Lynn. 
Harfield, L. B., Aldershot.. 
Mortimer, P. G., Mitcham. 


47 candidates failed to satisfy the examiners. 
Of those who failed the following were 
successful in Section I only: 


Austin, L. B., Nuilly-sur-Seine. 
Bogan, C. G., Dundalk. 


FINAL EXAMINATION 


SECTION I ONLY 


First Place: Lobban, W. D., Edinburgh; Mannall, E. G., Bromley. 
Second Place: Trotman, E. B., Oldbury. 
Third Place: Lindley, G. F., Selston; Thomas, А, R., Warlingham. 


(in alphabetical order) 


Brooks, S. A., Wilmslow, 
Buist, D. B., Cupar, Fife. 
Bullock, H. W., Coventry, 
Burrows, N. J., Bath. 

Burton, J. B., Middlesbrough. 
Butcher, M., Mansfield. 


Currie, J., Wishaw. 


Davies, E. H., Liverpool. 
Dowsett, N. W., Gillingham. 
Durie, J., Edinburgh. 

Eades, V. C., Bromsgrove. 


Adkin, J., Brierley Hill. 
Aldred, J., Bolton. 

Allen, V., Belfast. 

Ayling, J. W., Worcester Park. 


Barbour, I., Cupar, Fife." 


Barritt, J., Guernsey. 
Bartlett, G. S., Luton. 
Bastians, G., London. 
Bates, H. J., Ashford. 
Beckett, D. A., London. 
Benny, D. J., Barton. 
Blatcher, D., London. 
Bowyer, L. F., London. 
Box, M. N., Frome. 
Bradbury, W., Liverpool. 
Brislin, D. L. F., London. 
Broadhead, E. W., Dudley. 
Brooks, F. H., London. 


Butt, E. G., London. 
Butterworth, J. A., Rossendale. 


Casbolt, H. R. C., London. 
Chapman, C. W. F., Bath. 

Clarke, A. E. T., Thornton Heath. 
Clarke, A. F., South Croydon. 
Clarke, F. T., London. 

Cocovini, B. D., London. 

Coles, L. H., Croydon. 


Copping, J. F., St Margarets-on- Thames. 


Cummins, D. A., Blackpool. 
Cunliffe, L., Preston. 


Earl, W. A., Liverpool. 
Edwards, K. R., Plymouth. 
Egan, J., Dublin. 

Egerton, M., Oldham. 
Elson, J. N., Bristol. 
Evans, R. D., Wallasey. 


Farnan, J. J., Reigate. 
Fenton, J. R. R., London. 
Ford, N. D., London. 
Forrest, G. J., London. 
Foster, P., Hinckley. 
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Foster, T. ]., Luton. 
Freeman, E. W., Burnt Oak. 


*Galloway, R. McD. A., Aberdeen. - 
Gillies, W. McA., Glasgow. 
h, D. F., London. 
Grange, R. P. B., Welling 
Green, E. A., Chilwell. 
Greenwell, J. O., Holgate. 
Griffiths, J. D., Rhos. 
Gwynne, R. W., Wellington. 


Haggart, Miss C., Edinburgh. 
Hall, D. J., Blackpool. 

Hall, J. L., Wrightington. 
Hamilton, н. R., Newport, Моп. 
Hampton, E. R., Cannock. 
Hannah, R. S., Greenock. 
Harrop, A. T., Portslade-by-Sea. 
Hartwell, J. A., Pinner. 
Harwood, G. W., Hazel Grove. 
“Haynes, D. E., Beckenham. 
Heath, C. G., Barnsley. 
Henderson, R., Kilmarnock. 
Hislop, J. H., ‘Tettenhall. 

Hobbs, A. R. B., Yeovil. 
Hudson, A. W,, Rotherham. 


Inwood, C. R., Northampton. 
Irvine, T Diana 

Jamieson, W, « ]4 London. 
Jones,.D , King! s Heath. 


“Jones, L. $, Sutton. 


Kalms, P. Z., Edgware. 

Kendall, E., Morecambe. 
Kimmis, R. S., Lytham. 
Kinnard, A. W., Worcester Park. 
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Lamport, P. H., Hove. 
Lees, Е, P., Leeds. 

Leigh, P. G., Hoddesdon. 
Limb, K., Normanton. 
Lindley, G. F., Selston. 
Lobban, W. D., Edinburgh. 
Lowy, W., London. 


MacArtain, C., Dundalk. 

Mackenzie, A. M., Greenock. 
Madaro, M. V., London. 

Mangan, J. J., Dublin. 

Mannall, E. G., Bromley. 

Mason, C. i ., St Helens. 
McCourt, F. J., Ballsbridge. 
McGregor, N., "Edinburgh. 
Middleton, R. 'S., Dundee. 
Mohamed Ahmed Salih, A., London. 


Newfield, G. M., London. 
Noble, F. A., Formby. 

North, J. T. S., West Bromwich. 
Northcote, R. C., Woodbridge. 


Pain, L. W., London. 

Palmer, Miss M. C., Erdington. 
Parker, K. F., Stanmore. 
Parker, P. P., London. 

Parsons, C. J., London. 
Partridge, D. A., Watford. 
Paterson, A. M., Glasgow. 
Peebles, W. F., Renfrew. 
Peggie, R. G. E., Loanhead. 
Pennells, H. C., London. 
Pocock, S. K., Brislington. 
Pook, N. J., Alexandria, Dumbs. 
Poole, R. W., London. 
Pritchard, K. A., London. 


865 Candidates failed. 


FINAL EXAMINATION 


SECTION II ONLY 


Third Place: Medd, T. F., Malton. 
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Reynolds, F. M., Wirral. 
Riddles, M. D., Worthing. 
Roche, F. M., Dublin. 
Rudd, F., Luton. 


Salter, F. J., London. 
Shufflebottom, E., Burnage. 
Silver, R. W., Kenton. 
Simmons, L. R., Frindsbury. 
Simms, J., Little Hulton. 
Siviter, W. A., Dudley. 
Smith, A. E. G., Ilford. 
Smith, F. W., Bristol. 
Starkey, A., Warrington. 
Stockwell, P. W., Rayleigh. 
Strudwick, R. D., London. 
Sulman, E. R., London. 
Sumner, J. E., pues gin-by-the-Sea. 
Swindale, K. Laan. 


Thomas, A. R., Warlingham. 
Thomas, E., Porth, Rhondda. 
Thompson, T, J., London. 
Thorogood, K. G. L., South Kenton. 
Ticehurst, F. A. E., Stanmore. 
Tinsley, G. E., Sowerby Bridge. 
Todd, N. W., Everton. 

Todd, W. N., Scotforth. 

Trotman, E. B., Cldbury. 


Walkinshaw, G. T., Kilmarnock. 
Ward, D. J. R., London. 
Wilkinson, G., Eccles. 

Will, J. P., Peterhead, 

Williams, F. E., Surbiton. 
Williams, O., Penzance. 

Wright, F. 1: A., Edinburgh. 


Yassin Abdel Mageed, M., London. 


First Place and Prize: Weaver, T. C., London. 
Second Place: Wells, M. Т., Rickmansworth. 


Fourth Place: Barron, J. E., Ilford; Collie, I. J. L., Edinburgh. 


Ackland, Т. F., London. 

Allen, N., Halifax. 

Allgood, B. P., Wembley. 
Allman, W. H., London. 
Andrews, K. G., Old Coulsdon. 
Ashley, N. E., Clevedon. 


Bagnall, J., Denton. 

Bales, A. A., London. 
Ballard, M. H., Hove. 
Banton, T. A, "Lancaster. 
Barker, Pon Wistow. 

Barron, J. E., Ilford. 
Barton, R. G., Redland. 
Battisson, R. L., Erith. 
Bazar, A., Cheltenham. 
Beckett, D. W., London. 
Berry, L. W., Wembley Hill. 
Berry, R. G., ” London. 
Bertrand, W. J. B., Romford. 
Berwick, ү. S., Ashford. 
Bibby, G., Ormskirk. 

Binns, N. D., West Ardsley. 
Bishop, R. A., London. 
Bishop, W. H., Colchester. 
Blewitt, J. A., Great Barr. 
Booth, W. E., Oxford, 
Boyask, S., London. 
Boyce, D. G., Glasgow. 
Bridgman, C., London. 
Brocklehurst, A., Salford. 
Brown, R. G., London. 
Buchanan, P. F., Dalmarnock. 
Bunn, W. F., Dagenham. 


(in alphabetical order) 


Butterworth, A. H., Huyton. 
Button, P. G., Sheffield. 


Campbell, A. H., London. 
Cannon, N., Wisbech. 

Cardoso, F. B., Leeds. 

Carson, A. M. G., Knock. 

Carter, A. J., London. 

Carter, Miss I, M., Petts Wood. 
Cartmale, J. F., Hampton. 

Cave, R. H., Cheadle Hulme. 
Chalk, P. D. J., Witham. 
Chalmers, A., Loughborough. 
Champion, L. J., Cheam. 
Cockburn, J., Portobello. 
Cockings, H. C., Windsor. 
Cockram, K. N., Perry Barr. 
Collie, I. J. L., Edinburgh. 
Comber, 5. C., Brighton. 

Corbin, R. J., Caterham. 

Cowan, W. W., Edinburgh. 
Coxhead, B., London. 

Coysh, W. E., Barry, Glam. 
Creed, A. H., Bexley. 

Crompton, W. R., Holcombe Brook. 
Crowe, G, P. Ñ Chelmsford. 
Cummings, N. J., West Worthing. 
Cummins, E. A., "Sale, А 
Cunningham, D., Westcliff-on-Sea. 
Curbishley, A. S., Welling. 
Cushion, A. J. Е, Lendon. 


Daniels, J., Ormskirk. 
Dash, E. Т., Thornton Heath. 


Davies, P., Hardforth. 

Davis, B., Jens. Glasgow, 

Davis, P. y., L ondon. 

Dempster, S. G., Gillingham. 
Dixon, H. R., Newcastle-on-Tynes 
Dobbs, G., Shirehampton. 

Dodd, E. D., Grassendale. 

Dow, G. F., London. 

Dyer, P. F., Thornton Heath. 


Edge, R. O., Rednal. 
Edwards, F. G. M., Whitton. 
El Fil, El Sid, Khartoum. 


Featherstone, W. R., Sutton. 
Filby, P. E., Kidderminster. 
Fluskey, Т. L., Seven Kings, 
Forster, G. F., Botley. 
Forsyth, W. P., Kilmarnock. 
Fox, W. H., Bittaford. 
Francis, J., London. 

Fraser, G., London. 

Fraser, J. F., High Hecton. 


Gaines, D. D., London. 
Gard, W. H., Lydiate. 
Glenton, C., Hull. 


` Goddard, J. D., Redhill. 


Grant, E. A., Chislehurst. 
Greaves, E. A., Handsworth. 
Green, E., Hayes. 

Gregory, W. B., Sherborne. 
Griffiths, S. P., London. 
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Hall, E. A. F., London. 
Hamilton, T. B., Helensburgh. 
Hammerman, H. J., London. 
Harper, D. F,, Norwich. 
Harrison, H., Lache Park. 
Hassall, H., Firswooc. 
Haynes, D. V., London. 
Hedley, T. S., Kingston-on-Thames. 
Hellard, L. W., Mitcham. 
Holt, E. A., Croydon. 
Hudson, J. A., Crossgates. 
Hudson, S. G., Brentford. 
Hughes, J. R. A., Sandyford. 
Hunt, E. G., Wolverhampton., 
Hunter, J., Rochdale. 


Ingall, R. W., Kendal. 
Izatt, F. W. G., London. 


Jackson, J., Newmarket. 
Jarrold, К. H., Mile Cross. 
Jeal, C. E., Bromley. 

Johnson, A. D., London. 
Joines, D., Brighton. 

Jones, A. G., Acocks Green. 
Jones, H. E., Lymm. 

Jones, R. G., Caereithin, Glam. 
Jones, S., Wythenshawe. 


Kentish, E., Kingston-on-Thames. 
Kerridge, H. J., Yardley. 

Killeen, R. E., Cambridze. 

King, N. L., Hatch End. 

King, W. R., Newcastle-on-Tyne. 
King, W. R., London. 

Kingham, B. J., Leigh-on-Sea. 
Kirby, R. W., Kirkham. 
Kneeshaw, C., Oughtibridge. 
Knibbs, S. V., Sutton. 

Knight, A. W., London. 

Knigbt, E., Cheam. 


Landau, M., London. 

Larner, R. J., London. 

Latham, E., Hove. 

Lawn, G. B., Berwick-on-'T weed. 
Layton, D. F., Acocks Green. 
Leadbetter, W. T., Spencer's Wood. 
Lear, R. S., Kingswood. 

Lee, D. E., Norwich. 

Lee, J., North Gosforth. 

Lessels, D., London. 

Letts, H. R., Kingston-on-Thames. 
Lincoln, K. G., Walton-on-Thames. 
Linford, J., Ilford. 

Linskill, W., Hull. 

Lizius, J. D., Feltham. 
Longbottom, F., Dewsbury. 
Lonsdale, W. A., Lytham St Annes. 
Lord, E. H., London. 

Loughton, A., Selby. 

Loveless, R. W., Croydon. 

Lyons, B. A., Wisbech. 


Macaree, R., North Heaton. 
Machin, C. J., Shrewsbury. 


253 Candidates failed. 


Candidates 
Passed with Honours 
Passed... E 
Failed .. s 


Disqualified .. |. 
Total sat Р БИ 


N.B. – Of the Candidates who sat fi 
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Mackenzie, G., Dundee. 
Magdoub-Gassim, G., Atbara. 
Manton, R. M., St Albans. 





August 23rd, 1952 


Shenton, G. E., Stoke-on-Trent. 
Simons, G. J., Brighton. 
Sizer, G. E., Retford. 


Marley, W. G., London. . 3 Skelding, W., Hoole. » 
Marshall, Н. S., Leeds, Skipper, A. Č., London.- 
Marshall, J., Oldham. Smail, W. E. N., Edinburgh. 
McIntosh, G. A., Cheylesmore. Smith, A., Wallasey. 
McLellan, H., Wythenshawe. Smith, A. M., Leven. 
Medd, T. F., Malton. Smith, L. C., Shirley. 
Millar, J., Shrewsbury. Smith, G. C., Stonehouse. 
Millson, G. J., London. Smith, J. C., London. 
Moir, J. F., London. Smith, K., Carlton. 
Mond, H., London. Smith, R. C., Jesmond. 
Morris, A. W., Kettering. Smith, R. S., North Weald. 
Mouland, C. E. C., Moordown. Sobhi, Fanous, Khartoum. 
Moy, H. C., King's Lynn. Sowter, P., London, 
Sparling, N. W. N., Poole. 
Nicholls, S. G., London. Stanworth, H. N., Bingley. 
Nicholson, K., Bromley. Steele, F. C., London. 
Nixon, V. C., London. Stimpson, D. W., London. 
Stirling, A. E., Dunblane. 
Osborne, D. G., Burton-on-Trent. Stone, T. A. D., Welwyn Garden City. 
Ososanya, Z. O., London. Stone, W. T., London. 
Owen, S., Neath, Glam. Strahan, D. J., London. 
Oxley, D., Grimsby. Stringer, R., Selly Oak. 
Sutherland, M., Parkstone. 
Page, C. F., Johnstone. 
Page, D. W., Orpington. Tallintire, L., Sunderland, 
Parker, H. C., Scunthorpe. Taylor, E., West Denton. 
Parker, J. Т., Freshwater Bay. Taylor, E. T., Lymington. 
Paton, D. E., Broughty Ferry. Taylor, K. C., Wembley. 
Pellow, W. F., Bromley. Thomas, J. A., Cardiff. 
Penny, C. H. E., Winton. Thomson, A. C., Glasgow. > 
Percy, W. J., Twickenham. Tommey, F. A., Luton. 
Petley, W. G., London. Tooth, A. J., Basford. 
Pettitt, R. S., South Croydon. Trew, F. N., London. 
Pollard, S., London. Tribble, N. R., Tunbridge Wells. 
Powell, A. F. T., London. Tyrrell, F. M. H., Trumpington. Е 
Press, В. L., Willesden. Tyrrell, P. W., Luton. | 
Prue, L. G., Chesterfield. 
Underwood, W. J., St Albans. 
Rabin, M., Edgware. Urry, Е. J., London. 
Randall, R. D., Sanderstead. 
Rees, R. J., Beaufort, Mon. Varrie, I. А., Lockerbie. 
Restarick, D. W., London. Vickers, F. R., London. 
Ridley, J. E., London. 
Ringwood, W. E., Maidenhead. Wald, L., Bexley. .. 
Rivers, W. M., London. Waller, L. J., Enfield. 
Roberts, A. M., West Bromwich. Watson, C. H., London. 
Robertson, D. W., Heaton. Watson, Miss N. A., London. 
Robinson, P. J., Dunstable. Weaver, T. C., London. 
Robinson, W., Darlington. Webb, R. A., London. 
Rogers, W. E., Stanground. Wells, M. T., Rickmansworth, 
Rosborough, R. A., Cliftonville. Weston, Miss A., Oldham. 
Rose, E. E. A., Hounslow. Wheeler, Р E., Sanderstead. 
Ross, D. A., London. Wilkins, H., Prestwich. 
Rowatt, S. G., London. Wilkinson, H., Whalley Range. 
Rowley, F. G., Walsall. Woodall, J. R., Dudley. 
Roylance, J. S., T'wickenham. Woodhead, W. D., Liverpool. 
Rumsey, G. E., Chigwell. Woodward, H. G., London. 
Wrigglesworth, E. C., Cupar, Fife. 
Savigear, N. W., Ewell. Wrightman, L., London. 
Scarlett, J. J., London. 
Sealy, G., London. Yeadon, G. E., Pinner. 
Shaw, E., London. О 
Shearn, D. 6. Ј., Reading. Zeller, K. R. G., Waltham Cross. 
1 Candidate was disqualified 
Summary of Results 
А Final —— — —— 
Pre- Inter- Sections Section Section 
liminary mediate Тапа HH I only II only Total 
4 8 = 5 5 22 
32 410 I5 ISI 272 880 
29 538 47 365 253 1,232 Ў 
== = <= ETE I 1 
65 956 62 521 531 2,135 








or the Final, Sections I and II, 12 Candidates satisfied. the 
examiners in Section I only. 
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Results of Examinations held in June 1952 


Aldred, F. T., Northfleet. 
Alexander, W., Liverpool. 
Anderson, R.,.Glasgow. 


Apperley, C. G., Woodford Green. 


kwright, C., Wigan. 
Austerberry, J., Oldham. 
Aves, E. W., Edgware. 


Ayers-Morgan, W. N., Worcester. 


Bagshaw, A. W., Birmingham. 
Barnes, J. D., Urmston. 
Baron, C. Thetford. 


Bloomfield, E., Shipley. 
Brett, A. W. M., London. 
Brown, G. T., Yeovil. 
Brumby, W. H., Jarrow. 
Bunn, J. А,, Beeston. 
Butterworth, J., Warrington. 


Caunce, D., Rainhill. 
Chidgey, G. V., Bristol. 
Clamp, D. H., Nottingham. 
Clark, G. P., Glasgow, 
Cleave, R., London. 
Clemas, F. J., Birmingham. 
Clothier, H. R., Enfield. 
Cogle, W. L., Sunderland. ` 
Coldicott, A. S., Birmingham. 
Cole, H., Oxhey. 

Cole, S. A., London. 
Conner, A, O. G., London, 
Cooke, J., Waterford. 
Cooke, Muriel E., Leicester. 
Cope, E. W., London. 
Corney, B., London. 
Cornish, J. F. D., Bristol. 
Cowan, G. A., London. 
Cowan, R. F., Manchester. 
Cox, F. H., Beeston. 

Cox, H. J., London. 
Crooks, J. E., Birmingham. 
Crossley, G. B., Rochdale. 


Dakres, J. M., Preston. 

Dann, D. B. R., Wembley. 
Dennis, D. W. H., Gloucester. 
Dineen, J. L., Winchester. 
Dunlop, R. B., Musselburgh. 
Dyer, C. P., Southall. 

Dyson, H., Huddersfield. 


Eames, A. H., Luton. 
Eckersley, S. W., Salford. 
Edmondson, J., Manchester. 
Egginton, J. E., London. 
Elkington, D., Birmingham, 
Elkington, L., Bawtry. s 


Ellis, J. E., London. 
Emerson, J. L., Keighley. 
Endlar, J. N., Manchester. 


Farmer, P., Crewe. 
Field, J., Salford. 
Firth, A., Stretford. 
Fowler, D., Glasgow. 
Foxwell, R. G., Sutton. 
Frame, S., Edinburgh. 


Garner, E., Wigan. 
Glandfield, N. W., London. 
Glover, J., Liverpool. 
Green, G. E., Leicester. 
Greenwood, J., Bury. 
Griffin, J. E., Bristol. 
Guest, R., Kettering. 
Gunn, A. R., Huddersfield. 
Guy, T. E., Portadown. 


Handford, H. G., Bristol. 
Harper, H. J. T., Guildford. 
Harrison, N., Macclesfield. 
Havenhand, L., Sheffield. 
Hebditch, G. H., Leeds. 
Henderson, J., Bonnybridge. 


“Hibbert, A. J., Manchester. 


Higgins, J., Walsall. 

Hilts, R. F., Dunstable. 
Hingley, W., Cradley Heath. 
Holden, C., Bury. 

Holden, H. V., Upminster. 
Hooker, D. E., Dartford. 
Howard, W. R., Welling. 
Hudson, D. W., Stretford. 
Hudson, V., Sheffield. 


Hunter, R. С. P., Berkhamsted. 


Husband, S., Chesterfield. 
Hutchinson, D. E., Sheffield. 


Ingrams, G. W., Shenley. 


Jack, A., Stone. 

Jack, M. H. F., Birmingham. 
Jackson, K. C., Walsall. 
Jakeman, W. C., Croydon. 
Jarvis, N. M., Birmingham. 
Jones, A. E., Meols. 


Kay, D. S., Sheffield. 

Kaye, E. H., Nottingham. 
Keaveney, J., Manchester. 
Kelley, H. J., Frome. 
Kenworthy, À. B., Lancaster. 
Kinns, H. A., Sale. 

Knight, I. C., North Harrow. 


Lacey, E., Bromsgrove. 
Laing, R. M., Edinburgh. 
Laker, W. J., Newport, Mon. 
Lambert, E. B., Manchester. 


` Larder, E. J., Manchester. 


SUCCESSFUL CANDIDATES - Home Centres 
FINAL EXAMINATION 


First Place (S. Laurence Gill Prize) and Leverhulme Prize (Costing) 
Rice, Curtis, Oxted. 


Donald L. Moran Prize (Management — Factory and Distribution) 
Holden, Cedric, Bury. 


> (in alphabetical order) 


Lilley, K. V., London. 
Llewellyn, J., Warrington. 


Lockwood, H. F. L., Nottingham. 


McDonald, S. L., Dublin. 
MacFarland, J. G., London. 


Machin, D. J., Stcke-on-Trent. 


Meher, T. J., Rotherham. 
Malin, R., Northampton. 
Marshall, J. C., Gravesend. 
Matthews, H. F., Stafford. 
May, W. W., Glasgow. 
Mayworth, T., Edinburgh. 
Mills, A. E., Birmingham. 
Morris, L. A., Coventry. 
Munro, F., Glasgow. 


Nelson, J. A., Edinburgh. 
Newman, A. R. E., London. 
Newsome, H. F., Birmingham. 
Noad, H. G., Newport, Mon. 
Norris, S. E., Luton. 

Nurney, B. W., Barnsley. 


Oldroyd, R. H., Birmingham. 
Osborne, M. A., Kilmarnock. 


Parsons, W. 'T., Birmingham. 
Peak, K. J., Watford. 
Pearson, À. M., Huddersfield. 
Peed, L. К, J., Harrow. 
Pierce, A., Shotton. 

Plows, L., London, 

Pooles, R. I., Bath. 

Porter, R., Blackburn. 
Powell, A., Dukinfield. 
Powell, C. K., Bebington, 
Poynter, K. R., London. 
Probert, W. B., Sale. 

Provan, J. G., Edinburgh. 


Reeves, J. A., Sheffield. 
Rhodes, C. N., Birmingham. 
Ridge, G., Sheffield. 
Ritchie, R. H., Flixton. 
Robinson, E., Chesterfield. 
Robinson, P. J., Grays. 


Rodrigues, G. J. D., London... 


Rogers, F. G., Upminster. 


Sainsbury, J. D., Bristol. 
Sanderson, D., Sheffield. 
Savage, Т., Chesterfield. 
Schalck, A. W., Coventry. 
Scott, C. W., Dundee. 
Scott, Т. C., Newcastle. 


Shakespeare, C. C., West Bromwich. 


Shawcross, H., Manchester. 
Shepherd, J., Wednesfield. 
Sheridan,-H. E., Dublin. 
Sherlock, H., Oldham. 
Smith, A., Johnstone. 

Smith, A. E. S., Manchester. 
Smith, A. W., Shirley. 
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Smith, R. B., London. Thomas, R. T., Bebington. White, G. B. J., Tiverton. & 
Smithson, R. J., Edgware. Thornalley, W. S., Grimsby. Whiteman, x À., Coventry. 

брагу, S., Luton. Trigg, F. V., London. Wiggall, P. E , Cheltenham. 2 
Spendlove, K. P., Lancaster. Tutt, M. W., Rochester. Wilcock, L., Birmingham. ~“ 


Spicer, С., Bilston. 

Stafford, S., Sheffield. 
Standen, D., Manckester. 
Stubbs, R. W., Sandbach. 
Sykes, G. S., Heckmondwike. ` 


Talbot, P. B., Harrow. White, E. R., Reading. Yates, T., Farnworth. 
Taylor, J. B., Glasgcw. White, G., Bristol. Young, A., Dundee. 


Of the 482 candidates who sat for both Parts A and B of the Final examination, 207 passed whilst 16 passed Part A only and 67 
passed Part B only. 192 candidates failed in both parts. 


Witton, T. J., Newport. 
Wood, F. E., Birmingham. 
Wood, F..L. L., Liverpool. 
Wooding, S., Stafford. 
Wright, R. F., Scunthorpe. 


Varma, P. K., Sheffield. 


Walker, D., Wallasey. 
Wall, R. J., Nottingham. 
Warr, R. H., London. 








b 
Summary of Results - Home Centres 
c —Final— ——, (—-Intermediate——, | 
AandB A B Гапа п I II Preliminary Total 
Candidates Successful. . 207 89 i81 131 403 346 47 1,404 
Candidates Failed 192 117 83 78 451 167 67 1,155 
Candidates Sat 399 206 264 209 854 513 I 14 


2,559 





NOTES. AND NOTICES 


The Institute of Chartered Accountants in 
England and Wales 


The following is a list of Associates elected to Fellow- 

ship at the Council meeting held on August 6th, 1952, 

who completed their Fellowship before August 19th, 

1952. 

Associates elected Fellows . 

Alderson, Thomas; 1938, A.C.A.; (Burton & Disley), 
Tower Chambers, 29 Brown Street, Manchester, 2. 

Barnes, Richard; 1929, A.C.A.; (J. B. Boyd, Wrigley & 
Co), 55 Brown Street, Manchester, 2, and at Buxton; 
also at Guildford and London, (*Wrigley, Cregan, 
Todd & Co). 

Bowthorpe, ‘George Hatten; 1937, A.C.A.; (George 
Bowthorpe & Co), 8 Stafford Road, Caterham, Surrey. 

Clement, James William, 0.B.E.; 1946, A.C.A.; (Blackburns, 
Robson, Coates & Co), 59 New Cavendish Street, 
London, Wi, and at Bradford, Leeds and Manchester. 

Dodd, lan Neville; 1939, A.C.A.; Martins Bank Chambers, 
130 Terminús Road, Eastbourne. 

Ealand, Roger Mannett; 1936, A.C.A.; (Ham, пен & 
Brown), 26 Gay Street, Bath, and at Bristol. 

Fisher, Alfred; 1945, A.C.A; (Fisher & Finlay), 14 
Gloucester Place, Portman Square, London, Wr. 

Ginnings, David John; 1938, A.C.A.; (*T'emple, Gothard 
& Co), 7 and 8 Norfolk Street, Strand, London, WC2, 
and 135 Bow Road, London, E3. 

Goodkin, Simon Barnett; 1937, A.C.A.; 2464 Corporation 
Street, Birmingham, 4. 

Hewes, Michael Heathcote, D.F.C.; 1938, A.C.A; (A. C. 
Palmer & Co), 21 Knightsbridge, Hyde Park Corner, 
London, SW1, and at Leicester and Northampton. 


Holden, Ralph; 1924, A.C.A.; (Porter, Matthews & 
Marsden), 43 Preston. New Road, Blackburn, and at 
Burnley. 

Hudson, Mervyn Frederick; 1933, A.C.A; (*Robert 


Shacklady & & Co), Kent House, 87 Regent Street, 
London, Wi. 

Marsden, Kenneth Hindle, МА. 1939, А.С.А.; (Porter, 
Matthews & Marsden), 43 Preston New Road, Black- 
burn, and at Burnley. 

Matheson, Ronald McCulloch, в.р.; 1937, А.С.А.; (Fredk. 
B. Smart & Co), 22 Queen Street, London, EC4. 


* placed against a Firm Name signifies that the Firm is not 
exclusively composed of members of the Institute. 





Phelps, Richard, в.л.; 1936, A.C.A.; (*Morgan, Davies, 
Phelps & Co), 18a Park Street, Bristol, I. 4 

Pollard, John Stanley; 1935, A. C. А.; (А. C. Palmer & Co), 
21 Knightsbridge, Hyde Park Corner, London, SWi, 
and at Leicester and Northampton. 

Rudd, George Edward; 1936, A.C.A.; (Brannan, White & 
Charlton), Blossoms Inn, 23 Lawrence Lane, Cheapside, 
London, EC2. 

Sagar, James Eric; 1931, A.C.A.; (Porter, Matthews & 
Marsden), 43 Preston New Road,'Blackburn, and at 
Burnley. v 

Smith, Peter Leaver Haighton; 1943, А.С.А.; (*Haighton 
Smith & Sons), 8 Princes Square, Harrogate. 





. 


(Not in England or Wales) 


Bennett, Ronald; 1932, A.C.A.; (*Neill & Bell) 1 Old 
Market Square, (P.O., Box · 184), Kuala Lumpur, 
Malaya.. X 


DISCIPLINARY COMMITTEE 


Finding and Decision of the Disciplinary Committee 

of the Council of The Institute appointed pursuant 

to bye-law 103 of the bye-laws appended to the. 
supplemental Royal Charter of December 2rst, 

1948, at hearings held on June 5th and 25th and 

July Ist, 1952. 

The following formal complaint was preferred by 
the Investigation Committee of the Council of the 
Institute to the Disciplinary Committee of the 
Council; 

That Rowland Haddon Lovett has been guilty of 
acts or defaults discreditable to a public accountant , 
or a member of the Institute within the meaning of 
Section 21, subsection (3) of the Royal Charter, in 
that: 

(1) Rowland Haddon Lovett in a letter dated 

July 8th, 1947, induced or attempted to induce 
a person to acquire securities in a company by 
intimating that the said securities were only 
being made available as a favour to such person, . 
which intimation he knew to ne misleading. 
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(2) Rowland Haddon Lovett in a letter dated 
November 18th, 1947, induced or attempted 
to induce a person to acquire securities in a 
company by stating that the said company was 
making excellent progress and that the said 
securities were only to be made available on the 
basis of allotments from £2,500 to £5,000 and 
intimating that the said securities were only 
being made available as a favour to such person, 
which statements and intimation he knew to 
be misleading. 

so as to render himself liable to exclusion or sus- 

pension from membership of the Institute. 

On submissions made on behalf of Mr Rowland 
Haddon Lovett, the committee ruled: - 

- (i) That a complaint under sub-clause (3) of 
clause 21 of the supplemental Charter can be 
made against a member. of the Institute in 
respect of any act or default arising before 
December 21st, 1948, provided that such com- 
plaint could have been brought under sub- 
clause (3) of clause 20 of the Original Charter. 

(i) That for the purposes of sub-clause (3) of 
clause 20 of the Original Charter or of sub- 
clause (3) of clause 21 of the Supplemental 
Charter it is not necessary for a member of the 
Institute to have been a public accountant at the 
material time provided that the act or default 
in respect of which a complaint was made would 
have been discreditable to a member of the 
Institute if he had beén a public accountant at 
the material time. | 

(11) That as a general rule the committee may 
permit an amendment or addition to a com- 
plaint provided that if such amendment or 
addition shall be such as to take any party by 
surprise or prejudice the conduct of his case, 
the committee shall grant an adjournment of 
the hearing upon such terms as the committee 
shall think fit. 

The committee, found: 

(a) That the formal complaint against Mr Rowland 
Haddon Lovett under heading (1) had been 
proved. 

(b) That the formal complaint against Mr Rowland 
Haddon Lovett under heading (2) had been 
proved save as regards the statement that the 
company was making excellent progress. 

And the committee ordered that Mr Rowland 
Haddon Lovett, a.c.a., of Lombard House, St Peter's 
Road, Bournemouth, be reprimanded in respect of 
heading (1) and heading (2) (save as aforesaid) of the 
formal complaint. 


~ 
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Personal 
M Lion Constantin, Expert Comptable, Mr 


“HERBERT GOODIER, M.B.E., Е.С.А., and Mr Wm. C. 


SMITH, F.A.C.C.A., A.T.LL, announce that they have 
as from July 25th, 1952, entered into partnership as 
CONSTANTIN, Соортев & SMITH, with offices at 
66 Rue Caumartin, Paris, IX*, Telephone: Trinité , 
02-66, and ог New Cavendish Street, London, М1, 
Telephone: Langham ‘5036. М Léon CONSTANTIN 
will continue in his own name the practice he has 
carried on in Paris for many years, and Messrs 
GOODIER and SMITH will continue their practice at 
92 New Cavendish Street, London, Wi. The new 
partnership will deal with matters arising jointly in 
England, France and other countries. M CONSTANTIN 
has offices in New York and Casablanca. 

Mr AnNOLD HALSTEAD, F.S.A.A., practising as 
J. Horg, Sons & Co at 49 Knowsley Street, Bury, 
announces that as from July ist, 1952, he has 
joined in partnership with Mr Jonn WILLIAMS, 
AS.AA., under the style of Horr, HALSTEAD & 
WiLLIAMS, at the same address. 

Messrs E. Moon and Н. H. WurrrLES have dis- 
solved the partnership which they conducted in the 
name of J. Н. FnEEBOROUGH & Co, and will continue 
their separate. practices in their own names at 
3 Ncrthumberland Road, Sheffield, то. 

Messrs Cooper Ввотневѕ & Co, Chartered 
Accountants, announce that they have opened a 
branch office at Carlton Buildings, Livingstone Road, 
Lusaka, Northern Rhodesia. 


· The Society of Incorporated Accountants 
and Auditors 


About a hundred members of the Society of Incor- 
porated Accountants and Auditors will be spending 
a few days at Balliol College, Oxford, from Friday 
evening, September 26th to Tuesday morning, 
September 30th, when the Society holds a residential 
course there. The main work of the members will be 
the consideration of several papers to be submitted 
as follows: ‘Accounting form’, by Mr F. Sewell Bray, 
F.C.Al, Е.5.А.А.; three papers on ‘Organization and 
methods’, by Mr H. W. Broad, a.s.a.a.. Mr C. E. 
Watson, А.5.А.А., and Mr J. R. Simpson, C.B., 
Director of Organization and Methods, H.M. 
Treasury; ‘Budgetary and financial control’, by Mr 
W. F. Edwards, ғ.5.л.А.; “Training staff for the 
effective operation of a system of management 
accounting’, by Mr P. С. James, B.COM., F.S.A.A.; and 
‘Management cost problems in the small business’, 
by Mr P. N. Wallis, a.s.a.a. 





Telephone: Victoria 2002 (3 lines) 
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London Incorporated Accountants 
Students’ Pre-examination Courses 


The Incorporated Accountants Students’ Society of 
London and District has arranged to hold a resi- 
dential course for Intermediate and Final examination 
candidates at Ashridge College, Berkhamsted. The 
Intermediate course assembles on Monday afternoon, 
September 29th, and disperses on Saturday, October 
4th, when the Final course (Part I) commences and 
continues until midday on Monday, October 6th. 
The Final course (Part IT) assembles on October 6th 
and ends on Thursday, October gth. | 

The fees, which include food, accommodation and 
transport to and from Berkhamsted Station, are £8 
each for the Intermediate course and the Final course 
(Parts I and II), and £4 each for Parts I or II of the 
Final course. Applications from those wishing to 
attend should reach the secretary of the Students’ 
Society at Incorporated Accountants’ Hall, London, 
WCz, not later than Monday, September 8th. 


International Congress Delegate on the Air 


The recorded voice of Mr Eric Orreby, of Stockholm, 
was heard in ‘Welcome Stranger’ on the Light 
programme of the B.B.C. on August roth. 

Mr Eamonn Andrews, the interviewer, said that 
Mr Orreby had come from Sweden to attend the 
Sixth International Congress on Accounting. Mr 
Orreby, who is a member of Féreningen Auktori- 
serade Revisorer (the Society of Authorized Public 
Accountants) told Mr Andrews that it was his first 
real visit to this country, although he had stopped 
here for two days some years ago when returning 
to Sweden from the United States where he had 
studied accountancy. 

Mr Orreby said he was most impressed by the 
City of London as the centre of the financial and 
commercial world. He asked to be allowed to see 
‘behind the scenes’ of television and was taken on a 
visit to White City where an outside broadcast was in 
progress. 


The Chartered Accountant Students' Society 
of London 
SOUTHEND-ON-SEA BRANCH 
The report of the committee for 1951-52 of the 
Southend-on-Sea Branch of the Chartered Account- 
ant Students' Society of London, presented at the 
branch's fourth annual general meeting, is an account 
of an active year for members. Apart from several 
lectures on accountancy^subjects, others of a more 
general commercial interest were given, and by the 
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invitation of the Southend-on-Sea Chartered Ac- 


- countants' Group, a visit was made to the Ford Motor 


Works at Dagenham, and an accountancy quiz was 
held at Southend against the Chelmsford Chartered" 
Accountant Students. 

The officers elected for the ensuing year are as 
follows: 

Chairman: Mr M. A. Wren. 

Hon. Treasurer: Mr G. R. Wright. 

Hon. Secretary: Mr D. F. Pols. 

Committee: Messrs G. W. Abbott and P. F. Jordan. 


The Royal Commission on the Taxation 
of Profits and Income 


The Minutes of Evidence for Monday, June 16th, 
1952, the tenth day of public hearings, are now on sale . 
at H.M. Stationery Office, price 2s 6d plus postage. 
Evidence on that day was given on behalf of the 
Trades Union Congress. 


Overseas Economic Surveys 


EcoNoMIC AND COMMERCIAL CONDITIONS 
IN EGYPT > 


A survey of economic and commercial conditions in 
Egypt has been published by Her Majesty’s Stationery 
Office at 4s 6d net, post free 4s 10d. This is the latest 
volume in the series of Overseas Economic Surveys 
issued by the Commercial Relations and Exports 
Department of the Board of Trade. 


Recent Publications 


ECONOMICS FOR THE STUDENT, by C. R. Curtis, PH.D., 
M.SC.(ECON.). xiv-+286 pp. 8$ X 54. 12s ба net. Sweet & 

: Maxwell Ltd, London. 

Tue EARNINGS OF INDUSTRY, 1951-52 edition. 107 pp. 
84x54. Compiled by Aims of Industry Ltd. Hollis & 
Carter Ltd, London. | 








TAXATION REPORTS 


IMPORTANT SERVICE TO PRACTITIONERS: 


These advance reports, published by Gee & Co (Publishers) Ltd, in collabor- 
ation with Taxation Publishing:Co Ltd, have the following advantages: 
Reports of every English case are posted to subscribers as soon as possible 
after che transcript o£ his judgment has been approved by the Judge and is 
available ye EVERY income-tax, E.P.T., profits tax, stamp duty, and death 
duty judgment In the English and Scottish Courts is reported yr The reports 
are accredited for citation in Court, and are prepared: by Mr N. E. Mustoe, 
Q.C. ф The reports Include full reports of the judgments with detailed 
head-notes Je A title and subject index Is provided at the end of the year 
on completion of each volume. - 


Annual Subscription 30/- post free 
GEE & COMPANY (PUBLISHERS) LIMITED 


27-28 BASINGHALL STREET, LONDON, EC2 MONARCH 5347-8 
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AN EXERCISE IN 
CONSOLIDATION 


HE first annual report of the Iron and Steel Corporation 

of Great Britain, published last week,! contains a general 

survey of the Corporation’s activities from October 2nd, 
1950 —the date of its appointment by the Minister of Supply 
under the authority of the Iron and Steel Act, 1949 — to September 
30th, 1951, and the financial accounts from February 15th, 1951 — 
the date when the securities of the operating companies were 
transferred to the Corporation – to September 30th, 1951. 

The consolidated manufacturing and trading profit for this 
period of seven and a half months was £34,496,452, after the 
normal depreciation charge by the companies of £8,405,253, and 
an additional provision by the Corporation of £5 million for 
‘increased’ costs of replacing fixed assets’, After providing 
£19,631,506 for taxation, meeting interest on British Iron and 
Steel Stock and loans and debentures of £6,715,720 and expenses 
of £187,853, and deducting the proportion attributable to the 
interests of outside shareholders of £169,797, there remained a 
net sum of £7,791,576 which has been carried forward. In its 
report, the Corporation points out that this profit was enhanced 
by. a number of fortuitous factors - among them the high ruling 


export prices for iron and steel and *windfall' profits caused bya 


price increase in August 1951 — and that it included the profit made 
by the operating companies on other activities such as general 
engineering, iron and steel founding and the manufacture of alloy 
and high-speed steels. The Corporation considers that the same 
level of profitability may not be maintained when trading con- 
ditions return to normal. 

To the accountant not directly connected with the industry, 
the chief interest of this most readable report is undoubtedly the 
description of the mechanics of the transfer of ownership of the 
individual companies to the Corporation, and the details of the 
arrangements for producing the financial accounts of the new 


. Subsidiaries in such a form as to facilitate the preparation of the 


consolidated accounts of the Corporation — both operations of 
considerable magnitude. On February 15th, 1951, the securities 
of 92 companies, representing 146 different classes of capital, 
were transferred to the Coporation. By that date, the compensation 
values of the 106 securities of 52 of these companies had been 
agreed and their shareholders received in exchange the equivalent 
holdings in British Iron and Steel 34 per cent Guaranteed Stock 
1979-81. Holders of securities not valued at the general date of 
transfer became instead holders of transferable rights te the new 


!H.M.S.O. as. 
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stock. The compensation values of all securities 


have now been determined except those of the . 


; Staveley Iron and Chemical Со Ltd, a statement on 
which by the Iron and Steel Arbitration Tribunal, 
to whom the case „was recently submitted, is 
awaited. 


The Bank of Брава, аѕ Registrar, "had to 


open approximately 185,000 accounts for the пем 
stock but, by March 31st of this year, the number 
had been reduced, mainly by ‘transfers and 
consolidation, to 127,006. The amount of stock 
‘outstanding at that-date was £236,794,033 to 
which has still to: be added the compensation 


-value of the £8 million nominal capital of the. 


· Staveley company. Between Februaty 15th and 
September 30th, 1951, the Corporation bought 


. £822,344 stock, the first of a series of purchases | 


‘designed with compound interest to redeem the 
-whole issue over a period of ninety years. 

As a result of the transfer of ownership, the 

‘Corporation became. responsible for 298 sub- 
sidiary and sub-subsidiary companies employing 
in all nearly 300,coo people and with an annual 
"turnover of more than £500 million: In accord- 
ance with the terms of the Iron and Steel Act, 
‘the administration of the business of each com- 
pany has been left to its directors. The Corporation 
has operated as a holding company supervising 
.the policy of its subsidiaries through its share- 
'holdings in them, and having as its general 

administrative functions the formulation ` of 
broad policy and the control of the development 
of, and capital investment in, the industry and of 
the finances of the group. · 

One of the first matters the Corporation had to 
decide after taking office was the closing date for 
its financial year. On inquiry, it was found that 
there was considerable variance of existing dates 
among the subsidiaries and, after ascertaining 
‘that the most suitable choice was either September 
30th or December 31st, the former was selected. 
Correspondence also disclosed that in the 

"manufacturing establishments of the industry, 
the most convenient day for wages and stock- 
taking purposes on which to close the books was 

, à Saturday. It was therefore agreed that the first 
accounts should be made up to Saturday, 
-September 29th, 1951, and that succeeding years 
should end on the Saturday nearest to September 
3oth. 'T'o ensure that no subsidiary's first financial 
accounts would be for a period of less than six 
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months, those companies whose former financial 
year ended between April 1st and September 30th 





E uni 


were instructed to keep their books open until 


September 29th, 1951. 
Although not obliged to produce consolidated 


. accounts in its first financial. year if the task was 


considered impracticable, the Corporation realized 
that its own accounts would not sufficiently reflect 
the progress of the industry as a whole. Accord- 
ingly, steps were taken to ensure that the 
subsidiaries followed common accounting prin- 
ciples in preparing their accounts, and to arrange 
for the.submission of the additional information 


necessary for the preparation of consolidated · 


accounts by the Corporation. Information as to 
existing accounting policies and practices was 
obtained from a representative cross-section of the 
industry and, after a draft had been prepared, 


` discussed and constructively criticized, a final 


booklet of instructions was despatched to all 
subsidiaries in July x951. A similar manual has 


' been issued in connexion with the accounts ending 


on September 3oth this year..It contains full 
particulars of the principles and procedures to be 


observed as well as specimen forms of accounts . 
and schedules. A programme of relevant dates 


is also given. Final accounts for consolidation, 
together with the required supporting schedules, 
of all subsidiary companies are to be submitted to 
the Corporation by February 1st, 1953. At a 
Press Conference in London last week, Sir JOHN 
Green, chairman of the Corporation, stated that 
the second annual report would probably be 
available in May 1953. 

Whatever restraint has been put on the long- 
term policy of the Corporation by reason of the 
political uncertainty which has attended it since 
its inception, the factual and forthright manner 
in which its first period of stewardship has been 
accounted for is wholly admirable. Both the report 
and the separate volume containing the accounts 
and consolidated accounts of the subsidiaries to 
September 3oth, 19511 – issued by the Corpora- 


- tion to comply with Section 38 of the Iron and 


Steel Act — are worthy of study not only for the 
insight which they give into the iron and steel 
industry but also for a proper appreciation of how 
one of the largest and most difficult exercises in 
financial integration ever attempted was achieved. 


l ‘Annual Accounts, 1951.’ The British Iron and Steel 
Corporation, 1 Chester Street, London, SW1. 155, or 16s 6d 
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THE FINANCE АСТ, 1952—VIII 


Section 22: Qualifying Expenditure 


T= claimant to the allowance ‘must have 
made the contribution for the purposes of a 
trade carried on by him which consists of 
or includes the working of a mine, oil well or 
other source of mineral deposits of a wasting 
nature outside the United Kingdom (Section 22 
(1). This would presumably exclude mere muni- 
ficence. 
"The claimant must have incurred expenditure 
by contributing a ‘capital sum’ to the cost of: 
(а) buildings to be occupied by. persons em- 
ployed at or in connexion with the working 
of the source; or m 


| (5) works for the supply of water, gas or elec- 
tricity wholly or mainly to buildings occupied 

or to be occupied by persons so employed; or 

(c) works to be used in providing other services 
or facilities wholly or mainly for the welfare 


of persons so employed or their ранив 
(ibid.). 


Moreover it must be ЭТНЕ that the build- 
ings or works are likely to be of little or no value 
when the source is no longer worked. 'These are 
all matters of fact which may well cause difficulty 
in practice. 

The allowance is thus restricted to contribu- 
tions which are broadly speaking for the benefit 
of employees and their dependants. It does not 
extend, apparently, to contributions to public 
services which could only benefit the trade itself, 
and not the employees in it. T'his seems to be 
putting the cart before the horse; it certainly does 
not go as far, in this respect, as the Millard 
Tucker recommendation. 


Meaning of ‘Occupied’ 
The buildings in question have to be ‘occupied’ 
or intended to be occupied by employees. The 
word is ambiguous; it can mean occupied in the 
Schedule A sense, i.e. in such circumstances that 
if the buildings were in the United Kingdom the 
employee would be assessable under Schedule A 
by virtue of Section 105 of the Income Tax Act, 
1952. On the other hand, it can have the same 
meaning as in Section 103 of that Act, viz. 
broadly speaking, having the use of the building. 


Possibly the word is here intended in a tbird 
sense, ie. that the mere presence of employees 
in the course of their duties is sufficient. In that 
case the scope of the allowance will be wider than 
indicated above. In view of all the litigation about 
the meaning of this. word, one would have 
expected the draftsman to avcid it. 


Location of the Public Services etc. 


The Millard Tucker recommendation was clearly 
‘concerned with publie services in undeveloped 
countries, which presumably exclude the United 
Kingdom. Moreover, the nape to Section 22 is 
as follows: 

‘Contributions by mining concerns to public 

services etc. outside the United Kingdom.’ 

Nevertheless, Section 22 does not expressly 
require the buildings or works to be outside the 
United Kingdom. Instead, it stipulates for the 
likelihood that they will be of little or no value 
when the source is no longer worked and requires 
that they shall be for the occupation or welfare of 
persons employed at or in connexion with the 
source, or of dependants of such employees. 
Persons employed in connexion with the source, 
and a fortiori, their dependants, may conceivably 
be using buildings and services in the United 
Kingdom. If these are of such a nature that they 
are likely to be of little value when tbe foreign 
source is worked out, it would seem that contri- 
butions towards their cost might qualify for 
allowance, notwithstanding the rubric; In any 
case, there is no requirement that the country in 
question shall be undeveloped. 


Excluded Expenditure 


Section 330 (1) of the Income Tax Act, 1952, 
which applies by virtue of Section 22 (6), excludes 
from the term ‘capital sum’ any sum which is 
deductible in arriving at profit. This would cover, 
inter alia, expenditure which qualified under 
Section 19 of the Finance Act, 1952, as explora- 
tion expenditure. Section 330 (1) also excludes* 
from ‘capital sum’ any sum from which the payer 
is entitled to deduct tax. 

Section 22 (2) specifically excludes from the 
section the following types of expenditure: 
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(а) expenditure incurred before April 6th, 1952; 
and 

(b) expenditure resulting in the acquisition of 
an asset by the person incurring it; and 

(c) expenditure in respect of which an allow- 
ance may be made under any other provision 
of the Income Tax Acts (or might be so 
made if Section 22 had not been passed). 


The date on which expenditure is ‘incurred’ is 
the date on which the sum in question became 
payable (Income 'Tax Act, 1952, Section 330 (2)). 

The exclusion under (b) emphasizes that not 
all capital expenditure creates a capital asset; 
sometimes there is nothing whatever to show for 
it. Nevertheless, expenditure of the kind in con- 
templation, being necessarily 'for the purposes' 
of the trade, presumably creates some kind of 
advantage. One of the most quoted tests of capital 
expenditure is contained in the following extract 
from the judgment of Viscount Cave, in Atherton 
v. British Insulated & Helsby Cables Ltd ([1926] 
10 T.C. 155, 192; A.C. 205, 213): 


‘But when an expenditure is made, not only once 
and for all, but with a view to bringing into 
existence an asset or an advantage for the enduring 
benefit of a trade, I think there is very good reason 
(in the absence of special circumstances leading to 
an opposite conclusion) for treating such an 
expenditure as properly attributable not to revenue 
but to capital.’ 


In Bean v. Doncaster Дани Collieries 
Ltd ([1944] 27 T.C. 296; 22 A.T.C. 264; 25 
А.Т.С. 15), the company had made annual instal- 
ments of capital contribution towards a drainage 
scheme which would eliminate the necessity for 
remedial works by the company. The contri- 
bution was disallowed as being capital expenditure 
and VISCOUNT SIMON (page 312 of T.C.) quoted 
with approval the following words of UTHWATT, J. 


"The result of the transaction clearly was that the 
value of the particular coal measures —a capital 
asset remaining unchanged in character — was in- 
creased both for use and exchange. There was, 
therefore, as the result of the transaction, brought 
into existence, not indeed an asset, but “ап advan- 
tage for the enduring benefit of” the trade.’ 


* '[he distinction between an asset and an advan- 
tage is easier to point out than to apply. The 
exclusion under (Б) to some extent overlaps the 
exclusion under (c). If the Revenue were success- 


fulin establishing that an asset had been acquired, 
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and therefore that Section 22 allowance did not 
apply, then other allowances might be due under 
Chapter III and the expenditure would be 
excluded by (с). 


Expenditure Qualifying for Other Allowances 


Section 22 (2) (c) excludes expenditure for which 
an allowance ‘may’ be made under any other 
provision of the Income Tax Acts. The word 
‘may’ presumably does not indicate mere possi- 
bility here, but indicates the existence of a con- 
crete right to claim an allowance. As some of the 
other allowances, e.g. industrial building allow- 
ances, are not so generous as that under Section 
22, the Revenue may be concerned to argue that 
some other allowance is due. This would normally 
be an allowance by virtue of Section 332 (3) of the 
Income 'Tax Act, 1952, where the person receiv- 
ing the contribution is also carrying on a trade 
assessable under Case I of Schedule D. 

Section 22 (2) (c) also excludes from Section 22 
expenditure in respect of which an allowance 
‘might’ be made under the Income Tax Acts if 
Section 22 had not been passed. Here again, 
‘might’ is presumably used in a permissive 
sense, otherwise the provision would be even 
more vague than it already is. 


Years of Allowance under Section 22 


The allowance under Section 22 is one-tenth of 
the admissible expenditure for each of the 'ten 
relevant years’ (Section 22 (1)). These are defined 
by Section 22 (5) as the year of assessment in 
the basis period for which the expenditure was 
incurred by the contributor, plus the nine suc- 
ceeding income-tax years. It is of course the 
basis period of the trade for the purposes of 
which the expenditure is made which is in point 
here. Provisions dealing with the complications 
which arise when the contributor incurs the 
expenditure on a date which falls within more 
than one basis period, or which falls within no 
basis period at all, are contained in Section 325 
of the Income Tax Act, 1952. 

As the expenditure must bave been incurred 
after April sth, 1952, no allowance will normally 
be due before 1953-54, unless the current year 
basis applies, or 1952-53 is the second year of 
assessment. у . 

(To be continued.) 
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THE AUDITOR’S RESPONSIBILITY FOR 
POST-PERIOD EVENTS 


by SAMUEL M. WOOLSEY, M.B.A., C.P.A. 
Assistant Professor of Accounting, University of Texas 


HIS article concerns events related to a 
company’s business but which happen in 
the interval between the end of the fiscal 


period and the conclusion of the audit and the 
rendering of the report. 


"The Problem 

It is not infrequently that the auditor is faced 
with the question, ‘What is my responsibility for 
investigating and reporting on events which are 
related to my client’s business but which happen 
after the end of the fiscal period?’ This question 
is an important one because the way in which it 
is answered will often determine whether or not 
a true and correct picture of the client’s financial 
situation is presented. 


Two Kinds of Events 

Two types of events which happen after the close 
of the fiscal period but before the rendering of 
the report should be considered. | 

The first includes those which are not directly 
related to the balance sheet figures at the close of 
the year nor to the income statement for the 
period then ended. These happenings are of the 
extraordinary type and are usually non-recurring. 

The second class of post-period events will 
include those which are directly related to the 
period just ended and which an auditor will 
usually need to investigate before he can consider 
that he has completed all the required auditing 
procedures. 


Extraordinary and Unusual Events 
Extraordinary and unusual events which happen 
after the close of the period, even though they 
are not directly related to the period just ended, 
should be called to the attention of the reader of 
the financial statements if they are of material 
importance. An event is said to be of material 
importance if the normal reader of the statements 
will act in one way if he knows about the happen- 
ing of the event but will act differently if he does 
not know of it. ES А 

One of the major functions of financial state- 
ments, especially for larger companies, is to guide 
the future actions of creditors, stockholders and 
management. Sometimes these statements are the 
only source of information to certain groups. 


If there is any reason why the statements as 
such should not be depended upon because of 
the happening after the end of the period of any 
unexpected or unusual event of major importance, 
the auditor has a right to expect that his client 
will make a disclosure of such events. He would 
be justified in refusing to give an unqualified 
opinion if he knows of the happening of an event 
of this type which has not been disclosed in the 
statements. 

Examples 


Some examples of events in this class are: 

(1) A fire or other casualty, occurring after the 
end of the period but before the issuance of the 
report, which has destroyed a significant portion 
of the company assets. If the property was not 
adequately insured, the net worth of the company 
has been lowered. Even though there was insurance 
to pay for the loss of property, the damage, if it 
interferes with operations, will cause a loss of profits 
until the assets can be replaced. 

(2) A significant change in price of articles under 
contract. A company may be under contract at the 
end of the fiscal period either to sell or to buy a 
large quantity of items at a fixed price. If the 
market price should change adversely, the company 
will probably sustain losses or make less profit than 
would have been true if the company had not been 
obligated to carry out the provisions of the contract. 

(3) The death or resignation of an important 
official. In many instances, the success of a business 
depends on one or two key men. The absence of 
such persons may significantly affect the company’s 
future profits. 

(4) The development of a definite liability of a 
significant amount whick was considered only 
contingent at the end of tke period. 

(5) The sale of any major portion of the com- 
pany's assets. 

(6) The decision by management to make any 
major changes in the company's policies, such as to 
change from a wholesale company to a manufac- 
turing company. 

(7) The decision to change significantly the 
company's long-term debt or the capital structure. 

(8) The signing of a large contract, such as a war ` 
contract, which will favourably affect the com- 
pany's profit for the coming year. 


Responsibility for Investigating 
What is the auditor's responsibility for discover- 
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ing these significant events which happen after 
the close of the period? 

In the absence of specific instructions, he does 
not need to make any special investigations to 
uncover them. However, he should keep his eyes 
open for such happenings and often, while doing 
some of his regular work, he may have his atten- 
tion called to the events in question. The minute 
book for the new period is a good source of 
information. 

If there has been any contingent liability at 
the end of the period, the auditor should en- 
deavour to discover, perhaps from the company 
lawyer, if any final decision has been made con- 
cerning it. In case there are items known to exist, 
but uncertain in amount at the end of the period, 
the auditor is expected to inquire, before the 
audit report is released, to determine if a definite 
figure has been reached. 


Method of Reporting 
Since it is necessary to inform readers of state- 
ments of these material, extraordinary items, how 
should the disclosure be made? 

The events just discussed are those which 
happened after the end of the fiscal period and. 
for this reason, it is not necessary that they be 
reflected in the company books or in the body of 
the financial statements for the period under 
audit. The only exception may be in the using of 
an actual figure which has been determined after 
the close of the period instead of using an esti- 
mated one. (Example: When there has been a 
final determination of the amount of a tax claim.) 

The proper way to present the fact that extra- 
ordinary events of material importance have 
happened since the end of the period is by the 
placing of a footnote on the affected statements or 
by the giving of such information in the body 
of the audit report if it can be ascertained that 
the statements will not be separated from the 
report. 

Checking for Regular Post-period 
| Happenings 

The second type of events to be discussed 
includes those which an auditor will normally 
check as a part of his regular auditing routine but 
which have happened after the close of the 
period. The purpose of such checking is to help 
convince the auditor of the correctness of the 
figures about which he is to render an opinion. 
` Examples of events which may come under 

this class are listed below: 
(т) The clearing through the bank of cheques 
which were outstanding at the end of the period. 

"The auditor can check to see that the cheques were 
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actually given and were made out as shown by the 
cash disbursements book. — . 

(2) The making of unusual drawings or deposits 
of cash after the close of the period. For example, 
near the end of the period the company may 
‘collect’ a loan from an officer or others in order to 
‘dress up’ the balance sheet. In the first few days 
of the new period the money may be re-lent to the 
same person. In effect, the loan has not been paid 
and should not be so reflected on the balance sheet. 

(3) The payment in the new period of liabilities 
which existed at the end of the period but which 
were not recorded. An investigation of the cash 
disbursements book for the first few days of the 
new period may reveal the existence of such 
liabilitiés. | 

(4) The collection of receivables which had been 
considered doubtful. If an account is collected in 
the new period, there is no doubt as to its value. 
An examination of the new period cash receipts 
book for such items may help the auditor know 
that the allowance for bad debts is carried at a 
reasonable figure. , 


Summary and Conclusions 
Any extraordinary event happening after the 
close of the fiscal period is material or significant 
if the reader of the financial statements would 
react differently depending upon whether he 
knew or did not know that the event happened. 

It is the company’s obligation to disclose such 
events and the auditor cannot render an un- 
qualified opinion if he knows that such dis- 
closures are not made. However, the auditor is 
under no obligation to make a special effort to 
discover the happening of such events but it is 
expected that in most cases he can discover them 
in the performance of his regular auditing duties. 

The happening of such an event should not 
be reflected in the body of the statements but 
should be disclosed by a footnote or in some 
other manner. 

Any actions or decisions of management in 
carrying out the normal operations of the business 
are not included in the events being discussed. 

Events of the second type are those which 
happen after the end of the fiscal period and 
which an auditor has an obligation to discover or 
check on as a part of his regular procedures. The 
knowledge gained from such checking merely 
helps him to be more certain as to the correctness 
of the figures about which he is rendering an 
opinion. | 

By insisting on full disclosure of material post- 
period happenings, the auditor is better able to 
ре огт his function of presenting statements on 
which interested individuals can rely with 
confidence. . - 
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-CHANCE AND STATIST ICS” 


by W. J. FINDLAY 


precarious struggle for existence, has been 

constantly at the mercy of chance. Evolution 
and the growth of reason have done much to 
eliminate what were once hazards of everyday life, 
but these same civilizing processes have, them- 
selves, brought into being other hazards equally 
deadly. While it is no longer likely, for instance, 
that one will be trampled on by a dinosaur when 
out buying the weekly rations, the caveman, on 
the other hand, hunting with his flint arrows for 
his dinner, had no fear of being run over by a 
careless motorist. The ceaseless substitution of 
one risk for another and the element of danger 
present in the most commonplace lives, have made 
gamblers of us all— eager, despite the nearly 
. always unfavourable odds, to outwit the so often 
malignant god of chance. ‘Gamblers gamble’, 
said Anatole France, ‘as lovers love, as drunkards 
drink, inevitably, blindly, under the dictates of 
an irresistible force’, and went on to illustrate his 
remark with the story of two sailors possessed of 
the passion. They were shipwrecked and miracu- 
lously succeeded in saving themselves by jump- 
ing on to the back of a whale, whereupon they 
produced their dice and resumed their game. 

In a fascinating study, just published, of the 

mathematics of gambling,! Dr Horace C. Levin- 
son demonstrates that the happenings of chance, 
attributed variously to luck, superstition and the 
supernatural, are only the workings of natural 
law and that even the most freakish coincidences 
and runs of fortune, good or evil, can be ration- 
ally accounted for by the theory of probability. 
His approach is intellectual rather than ethical, 
his object being not to dissuade people from 
gambling, but rather to make them realize the 
true values of their chances. In so doing, he 
quickly disposes of a number of elementary but 
persisting fallacies. One is that if a coin tossed in 
the air comes down ‘heads’ ninety-nine times in 
succession, the hundredth toss is almost certain 
to be ‘tails’. Another is that the safest place in an 
air raid is the crater made by a previous bomb on 
the reasoning that the same spot is never hit 
twice, A third is that the odds against holding, 
say, thirteen spades in a hand of cards 
(635,013,559,599 to 1) are much greater than those 
against holding any other previously specified 
combination. 
1 The Science of Chance. Faber & Faber, London, 30s. 
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After outlining the fundamental principles of 
the theory of probability with a number of 
examples from the simplest of all exercises in 
gambling, ‘heads or tails’, Dr Levinson applies 
them in turn to the more complicated pastimes of 
poker, roulette, lotteries, craps (an American game 
with dice) and bridge. Of these five, only the first 
and last call for skill and judgment, to exercise 
which to the best advantage, some knowledge of 
the chances of the game is essential. One suspects 
that the author has a predilection for poker, 
because he seems to linger lovingly, and almost 
lyrically, over the probabilities (and possibilities) 
of that subtle diversion. The others — roulette, 


` lotteries and craps — are games of pure chance. 


Perhaps the most enjoyable chapter of all- 
partly because to appreciate it no specialized 
knowledge is necessary — is the one on roulette, 
describing the gaming system in operation at 
Monte Carlo. Although almost austerely mathe- 
matical in content, it communicates to the reader 
something of the excitement felt by the man sitting 
down at the casino table to try out his ‘infallible’ 
system to ‘break the bank’. He and the man sitting 
down at the kitchen table to fill in his football 
pools — and the two shipwrecked sailors — are all 
brothers under the skin. 

In the second part of the book, Dr Levinson 
explains the close connexion between statistics 
and the rules of chance and shows how the 
adequacy of a sample check (which is basic in 
statistics) may be confirmed by comparing its 
results with those obtained by the theory of 
probability. There is also a cautionary – and 
highly entertaining — chapter on the fallacies of 
statístics and a consideration of statistics as applied 
to athletics, birth and death rates, stock exchange 
yields and prices, advertising and insurance. 

The final chapter — on the value of statistics in 
the management of a commercial business – will 
be of particular interest to industrial accountants, 
but it is all too: brief. Indeed, the whole of the 
second section of the book, compared with the 
brilliantly detailed first part, appears to be a little 
inadequate. This is most likely due to the limita- 


‘tions of our present knowledge of the potentialities 


of statistics which is a vast and, as yet, only 
partially explored science. It is certainly not the 
fault of Dr Levinson.who, with deep learning and 
pleasing modesty, has made the most of the 
material at his command. 
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MECHANIZED ACCOUNTING — II 


NINETEENTH-CENTURY DEVELOPMENTS 
by R. ROBERT, A.C.LS. 


convince the reader that some of the finest 
brains of the seventeenth and eighteenth 
centuries were grappling with the difficult 
problem of building a reliable calculating machine 
.—some having achieved a quite remarkable 
measure of success. 

Pascal, Leibniz, Stanhope, Hahn and Müller – 
all made their contribution, and the men of the 
nineteenth century, emerging on the other side 
of the industrial revolution, had at least a few 
useful inventions to investigate and to improve 
upon. 

By that time, of course, a whole host of new 
needs had come into existence in the sphere of 
statistics, insurance and accounting, and, neces- 
sity being evermore the mother of invention, in 
quite a short time the calculating machine made 
some rapid forward strides. The first name we 
come across is that of another mathematician, and 
his invention, whilst not in the strict sense of the 
word an accounting machine, is of such import- 
ance that it can scarcely be passed over. 


Sos ICIENT has been said, perhaps, to 


The Babbage Difference Engine 
The story of Charles Babbage (1792-1871) and 
the ambitious ‘difference’ engine which he spent 
so many years in building, is indeed of such 
absorbing interest that the temptation to dwell 
upon it in some detail is very great. 

Babbage was an intellectual prodigy, a genius 
who found his way to Trinity College, Cambridge, 
and in a very short space of time had left his 

tutors far behind. Whilst still at the University he 
translated, in combination with Sir John Herschel 
and George Peacock, a French treatise on the 
differential and integral calculus, and was obvi- 
ously a man endowed with a keenly analytical 
brain. 

The idea of a difference engine had already 
been suggested by Miiller, but Babbage was the 
first to set about the construction of such a 
machine, the purpose of which was to facilitate 
the compilation of mathematical tables, such as 
are used by navigators and actuaries. And the 
existing tables, it would appear, were full of 
errors, thus providing him with the justification 
for commencing his gigantic task —for such it 
proved to be. 


He discussed the matter with Sir Humphrey 
Davy and, between 1820 and 1823, actually built 
a small model engine which was described in a 
paper which Babbage read to the Royal Astro- 
nomical Society. The members of this Society 
were enthusiastic in their acclamation of the idea, 
and in awarding him a gold medal they expressed 
the view that his projected mechanism was 'in 
scope, as in execution, unlike anything before 
accomplished as an aid to operose computation’ – 
and the labour involved, for example, in the 
compilation of logarithm tables can be extremely 
‘operose’. Babbage was encouraged to proceed 
with the construction of his engine. 


Babbage receives Government Grant 
The Government, which was vitally interested in 
removing some of the hazards associated with 
navigation, decided that a machine capable of 
producing and printing accurate tables was a 
matter of national concern. After an interview with 
the Chancellor of the Exchequer, Babbage was 


' given a first grant of £1,500, and the work was 


begun. Four years passed, and further help 
became imperative if it was to continue. At the 
request of another learned body ~ Ње Royal 
Society – the Government again responded. 
The work recommenced, but somewhat later, 
Babbage, finding the grants insufficient, was 
facing another financial crisis. The engineer in 
charge of the constructional work, a man named 
Clement, declared himself unwilling to go on, 
and took away with him a number of indispensable 
tools. The vast project was brought to a standstill. 
The inventor, so far from being .discouraged, 
immediately set about formulating the principle of 


‘an entirely new and even more complicated 


machine, which was to supersede the difference 
engine and render it obsolete. Not only was it to 
do the work of the difference engine at greatly 
enhanced speed, but, in addition, it was to 
calculate, and print, the numerical values of any 
given algebraic formula; where a numerical 
solution was possible. The expressions to be - 
operated upon were to be fed into the machine by 
means of two sets of perforated cards, of the 
Joquard type, which were also to control the 
action of the machine, described as an 'analytical 
engine’. à 
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` Embodied in the mechanism was а ‘mill’ in 
which were carried out all the various arithmetical 
functions of multiplication and division, addition 
and subtraction, the answers being then trans- 
ferred to a ‘store’. | 

The grandiose nature of the whole concept 
may be grasped when it is stated that the ‘store’ 
was to have consisted of a thousand columns of 
vertically-arranged wheels, bearing the numbers 
o to 9, with fifty wheels in each column —i.e. 
fifty thousand wheels altogether! 

The idea was duly passed on by the inventor 
for Government consideration, but interest at 
Westminster seems to have completely evaporated 
and nothing was done. Not, indeed, until eight 
years later, in 1842, was Babbage informed that 
no further grants were to be expected, and that 
the work on the difference engine would have to 
be abandoned. 

The decision is hardly surprising, for the 
Government had sunk no less than £17,000 of 
public money in the project – and Babbage had 
himself provided some {£6,000 out of his own 
pocket. 


The Influence of Babbage 

There is not space to dilate further upon the 
difference engine. It was, as already mentioned, a 
machine designed for the compilation of mathe- 
matical tables, the building up of numerical 
series, and it must зшћсе «о add that, had it been 
completed, it would have run to twenty places of 
figures and six orders of differences. 

The machine remains as a monument to the 
inventor's tenacity and imaginative genius — and 
also something more than that. Babbage's work, 
incompleted though it was, gave an impetus to 
the whole science of. machine computation, and 
was an inspiration to other inventors. 

'There was George Scheutz, for example, who 
commenced the construction of a difference 
engine in 1834, albeit on a much more modest 
scale, backed by Swedish Government funds. In 
1858, the General Register Office in London 
became interested, and Scheutz built a second 
machine, which was used over a period of four 
years for computations in connexion with the 
preparation of English life tables. 

The calculating apparatus was unlike Babbage's, 
but there was a similarity of principle between the 
two printing devices. ' 

Finally, it may well be claimed that Babbage's 
work on the difference and analytical engines 
provided the base from which was built up the 
great computing apparatus which was put into 
operation in 1943 by Harvard University, and 
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which was, at the time that these lines were 
penned, the world's largest and most completely 
automatic calculator. By now it will, no doubt, 
have been outmoded by ‘electronic brains’ that 
are even bigger and better. 


From Arithmometer to Comptometer 
At about the same time that Babbage was first 
adumbrating his ideas, a Frenchman, Charles 


Xavier Thomas, working on a more immediately 


practical level, was in process of making a 
calculating machine. His arithmometer was 
completed in 1820, and in the fulness of time 
was to find an honoured place in many a counting 
house both in France and this country. 

A mechanism of the ‘two-motion’ type, it 
made use of the Leibniz stepped-wheel device, 
and was an immediate success. Fairly rapid 
multiplication could be effected with it by simply 
rotating a handle. The machine was awarded 
numerous prizes, and the inventor was made an 
Officer of the Legion of Honour, in recognition 
of his services to the community in general, and 
to the commercants in particular. | 

In 1851 Thomas took out patents on the 
arithmometer in England, and displayed a model 
at the Great Exhibition held in that year. Here 
again, it attracted considerable attention and 
achieved the distinction of a medal. The official 
exhibition catalogue described it as ‘an arrange- 
ment similar to that of Napier’s Rods or Bones’, 
and the compilers, adopting a slightly superior 
tone, professed that it was easy to see how, by 
the application of a little ingenious machinery, 
the same manipulations could be effected, and the 
same results obtained as with the rods. 

The practicability of Thomas’s arithmometer 
is demonstrated beyond doubt by the fact that 
by 1865 no fewer than 500 had been manufac- 
tured and another 1,000 were to be placed on the 
market during the course of the following decade. 
Production of the machine was commenced in 
Germany, under the name of the ‘Burkhardt 
Arithmometer’, and in a number of other 
countries. 


Key-operated Machine Appears 
Meanwhile, in 1850, on the other side of the 
Atlantic, a revolutionary new principle was 
introduced into the developing science of account- 
ing-machine construction. An American citizen 
named D. D. Parmalee took out U.S.A. patents 
on a machine which was to be operated by keys. 
This was indeed a tremendous step forward, even 
though Parmalee's adder was restricted to dealing 
with a single column of digits. 


242 


This limitation was overcome by another 
American inventor, Thomas Hill, who in 1857 
took out a patent in the U.S.A. on a machine in 
which a tens carrying device had been introduced. 
But this, too, had its shortcomings in so far as 
no provision had been made for damping the 
motion of two large numeral wheels which, 
having been given considerable momentum by the 
action of the keys, tended to continue rotating 
beyond the point zt which they were required to 
stop. : i 

The first key-driven machine to be a complete 
success was evolved by Dorr E. Felt, also an 
American, who in 1885 constructed the compt- 
ometer. The -original model was made with the 
most primitive materials - а wooden macaroni 
box, meat skewers and elastic bands! 

The basic idea was, however, sound and 
workable; Felt was granted patents in 1887 and 
started manufacture in a small way almost at 
once. Handicapped by lack of capital, he entered 
into partnership with a Robert Tarrant of 
Chicago, and manufacture of the comptometer 
was begun on a commercial scale. 


The Earliest Recorder 

: As the nineteenth century drew to an end, the 
tempo at which development was proceeding 
seems to have been very much accelerated, and 
one comes across a whole galaxy of new names 
and new calculators, some of which have stood 
the test of time and others which have passed 
into oblivion. One or two were associated with 
some significant advance. 

With the arrival of the key-driven calculator, 
machine accounting may be said to have crossed 
a Rubicon; it left behind it Pascal and the philoso- 
pher-inventors and entered into the modern era. 
But there was still one problem to be solved – 
to hit upon a satisfactory method by which the 
calculations could be recorded. 
` There had been many attempts made, as, for 
example, by E. D. Barbour, who had taken out a 
patent, as early as 1872, on a machine embodying 
a rudimentary printing mechanism, which enabled 
totals and sub-totals to be recorded. The ink 
had to be daubed on to the type by a hand 
operation, and the invention generally failed when 
the test of practicability came to be applied. 

After Barbour’s machine came that of Baldwin, 
who seems to have been the first to hit upon the 
idea of a spool of paper.. The Pottin machine 
also enters into the picture here. Invented by a 
Frenchman, it was specifically designed for 
recording cash transactions, and may be looked 
upon as a forerunner of the cash register. 
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But the first really operative recorder was an 
American achievement, and the two men respon- 
sible for it were the inventor of the comptometer 
and a new-comer — an ingenious bank clerk whose 
mind had busied itself with the problem of 
mechanical calculators. 

The one, in 1889, produced an adding and 
listing machine that would work, and actually 
installed it for experimental purposes in a Pitts- 
burgh bank. But the other, in the year before, 
had taken out a patent on a machine which was 
intended to print at least the final result of 
calculation. At about the same time he took out a 
second patent on an invention which claimed to 
combine within one apparatus the ability to 
record, not only totals, but itemised details. 

The patent specifications were not, however, 
translated into reality until some time later, and 
only in 1892 was something produced that could 
with confidence be offered to the public. An 
authentic adding and recording machine was then 
placed on the market, and an early example, used 
in the head office of a bank from 1897 to 1913, 
is carefully preserved among the South Kensing- 
ton exhibits. 


The Way Paved for Twentieth-century 
Developments 

With this achieved, the evolution of machine 
accounting may be said to have reached quite an 
advanced stage. The way was paved for the 
developments of the twentieth century, for the 
book-keeping machines, the stock-control mach- 
ines, the cash registers and the whole battalion of 
calculating aids of modern commerce. 

Of the two systems of punched-card accounting 


most familiar to accountants in this country, it is 


impossible to say more than that one of them was 
already employed in connexion with the 1890 
U.S.A. census, that the other was the system by 
means of which the British census of 1951 was 
analysed, and that both are being successfully 
adapted for ever-widening spheres of usefulness. 

Our probings into history must be terminated 
at this point. Much more might well have been 
included in the survey, for the subject, once 
investigated, is found to possess many facets. But 
enough has no doubt been touched upon to give 
the reader a very general idea of the long and 
interesting evolutionary process which has been 
at work in the field of mechanical accounting. 

The process will almost certainly go on ~ and 
so much the better, for the more mechanized 
accounting becomes, the less -drudgery there 
will be for accountants and their staffs. 

(To be continued.) 
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THE INCIDENCE OF TAXATION IN THE 
UNITED KINGDOM —I 


by.G. B. BURR, F.A.C.C.A. 


We reproduce below one of the seven papers on ‘The Incidence of Taxation’ written 

for The Sixth International Congress on Accounting and considered at the final 

session. The rapporteur's summary together with a report of the discussion and a 

résumé of additional remarks by Mr Burr are published in our issue of June 28th 

at pages 683-688. Lack of space prevents our reproducing all the papers on this 

subject, but we hope to include that of Mr Thomas J. Green, C.P.A., on ‘The 
Incidence of Taxation in the United States! in a later issue. 


PART I. THE NATIONAL ASPECT OF 
TAXATION 


"The earliest and most prevalent form of govern- 
ment interference with the economic life of 
individuals and business enterprises is taxation. 
The right of the chief authority to collect taxes, 
and the general policy which determines who 
is to be taxed, how much the tax shall be, and for 
what purposes it shall be levied have always been 
controversial issues.'* 


HE weight of taxation and the choice of the 
shoulders on which the burden should rest are 
certainly controversial issues, and the method 
by which national finances are raised varies con- 
siderably in different countries. This paper is intended 
to be mainly factual in its presentation of taxation in 
the United Kingdom, but with a place for an epilogue 
in which is discussed the economic well-being of a 
country in relation to taxation, and in the United 
Kingdom in particular. 
It is hoped to show not only the pattern of various 
.classes of taxation superimposed on the national 
economy of the United Kingdom, but also to discuss 
its effects, implications, some anomalies, and possible 
reforms. By international discussion it may be possible 
to exert some influence on improving the overall 
system, often with resulting economic benefit to 
international trade and good relationships between 
nations. 


The Purpose and Principles of Taxation 


One of the earliest attempts in the United Kingdom 
to prescribe principles of taxation in the best interests 
of the country, and now the classic precedent, is found 
‘in Adam Smith's Wealth of Nations, published in 
1776. Despite the frequency of repetition of these 
principles, modern taxation practice often deviates so 
far from these basic requirements that a renewal of 
their acquaintance may be salutary -even for a 





AurRHOR's NOTE: 

This paper was largely prepared before the 1952 Budget 
and completed very shortly afterwards; it therefore does 
not reflect changes in United Kingdom taxation introduced 
by the Finance Act, 1952. 


2 Professor John W. McConnell, of New York University, 
“in The Basic Teachings of the Great Economists. 


Chancellor of the Exchequer. These requirements are: 
*(1) The subjects of every state ought to contribute 
towards the support of the government, as nearly as 
possible, in proportion to their respective abilities; 
that is, in proportion to the revenue which they 
respectively enjoy under the protection of the state. 
*(ii) The tax which the individual is bound to pay 
ought to be certain and not arbitrary. The time of 
payment, the manner of payment, the quantity to 
be paid, ought all to be clear and plain to the 
contributor and to every other person. 

(ш) Every tax ought to be levied at the time, or 

* jn the manner in which it is most likely to be con- 
venient for the contributor to pay it. 

‘(iv) Every tax ought to be so contrived as to take 
out of the pockets as little as possible, over and above 
that which it brings into the public treasury of the 
state.’ 

Or, in modern form: 

(1) Equality of sacrifice. 

(2) Certainty. 

(3) Convenience in assessment and collection. 

(4) Economy of operation. 


The Financial Requirements of Government 
In a profession it is tempting, but futile, to condition 
one’s mind to the burdens of a taxing system and to 
concentrate unduly upon them, ever pressing for 
their reduction. This is merely an elaborate and often 
time-wasting occupation which repeats or reflects the 
perceptions of the early economists — all taxes are 
unpleasant. 

The first question in considering the taxation 
burden should be: What is the total of the national 
fiscal requirements? In this paper we are not con- 
cerned with its justification or otherwise, but only 
with the funds required for the provision of defence, 
law and order, education, pensions, health services, 
social services and the other numerous governmental 
functions, new and old. 

Two outstanding factors have increased these 


functions enormously in the United Kingdom in the 


last twelve years: the Second World War, and the 
advent of a Socialist Government in 1945. The yokes 
of rationing and controls (the latter often amounting 
to the former by another name) have not been thrown 
off so quickly or $o completely following World War II 
as-they were after the Great War. Rightly or wrongly 
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for the nation’s welfare. (and this is not the place to 
discuss either the justification or the errors), the cost 
of government, controls, nationalization, departments 
and redistribution of incomes has grown rapidly. 
The purposes for which the revenue is raised, and 
the scope of those services must, therefore, be the 
background against which the burdens comprising an 
. immense total in the United Kingdom are seen. 

Our examination may begin with a glance at the 
total national requirements, comparing that total 
with the national income and also the total income of 
those who, so far as can be ascertained (bearing in 
mind the impossibility of marking the incomes of 
those who contribute to such taxes as stamp duty, 
eritertainments tax and estate duty) are most likely 
to contribute to payrrent of the national bill. 


Expenditure for the General Public Good: 
The Bare Essentials 


Moving from the medieval days, through the times 
of expensive royal courts to the beginning of the 
industrial era, one cen state the needs giving rise to 
taxation in brief terms, and perhaps not unreasonably, 
as primarily covering the following: 
(1) Armed forces for the protection of the realm. 
(2) Police force and law courts. 


(3) Essential public health services according to 
the medical knowledge of the day. 


Many other services, often thought of as Govern- 
ment or quasi-Government undertakings, such as 
postal services and water supply, are primarily self- 
supporting, and should make no call on taxation. 

"During the nineteenth century taxation was 
regarded as a necessary evil, not less an evil because 
it was accepted as: necessary. The State was called 
upon to perform certain functions; in particular it 
had to provide mezns of defence, maintain a judiciary, 
and carry out certain administrative and executive 
duties arising out of existing laws. It also had to find 
interest (including sinking fund) upon the national 
debt. For the rest it was generally held that the State 
should interfere as little as possible with the lives of 
the people. 

‘Taxation was regarded as a real burden, which 
wise statesmanship would reduce to the minimum 
consistent with tae adequate performance of those 
duties which were admittedly State duties"! 


The Growth of Modern Requirements 


Since the 1939-45 war, we have become accustomed 
to a national taxation policy embracing at least three 
main purposes in addition to the elementary ones set 
out above. These additional purposes are: 

(1) To attempt to establish a supply-and-demand 
equilibrium, by what the early economists 
would have called the artificial means of 
taxation; for example, the use of the purchase 
tax to discourage spending, especially upon 
certain types of goods. 

(2) To play a part in import-export totals, by dis- 
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couraging imports (customs) and by encourag- 
ing exports (relief from purchase tax). 

(3) The redistribution of incomes, by taking income 
from one class of taxpayer and distributing the 
proceeds in benefits or in cash to other tax- 
payers. 

"Fhis last-mentioned process is not a new one 
or arising out of the war, as will be seen from 
the following further quotation from a dis- 

.cussion in 1939 on theories of taxation: | 
‘During the present century the attitude of 

the community towards taxation has been 
profoundly changed in more than one respect. 

Several years before the last war (1914—18) it 


was held that taxation could and should be : 


utilized as an instrument for reducing the 
inequalities of income.'! 

(4) The provision of services towards which a 
contribution is made other than from taxation, 
and the providing of other services out of a 
specific tax where the proceeds from the tax 
exceed the cost of the services for which it is 
levied. The outstanding example in the United 
Kingdom is the national health and associated 
services, whilst the second type is seen in 
motor vehicle taxation, originally for the 
purpose of maintaining the roads, but yielding 
a surplus which is now taken to general revenue 
account. 


Definition of. Tax 


Consideration of the purposes of taxation, and 
especially the surplus or deficiency on a tax or pro- 
vision of a particular service, leads one to define one's 
terms. What is a tax? 

Sharply defined though a tax may be in the mind of | 
the average citizen called upon to bear a number of 
such taxes, it can be clearly seen from the two 
examples referred to in No. (4) above — national 
health service contributions and motor vehicle 
charges - that the establishment of a true and uni- 
versally accepted definition is by no means an easy 
achievement. The correct procedure here, therefore, 
is to define the word for the special purposes of this 
paper. Taxes are for this purpose taken to be com- 
pulsory payments to the State which are not exactly, 
or almost exactly, balanced by the value of the 
services received. This broad definition will be ampli- 
fied and explained by the actual examination of the 
large groups or types of taxes. ; 


The Size of the. Bill and из Detail 
From the first elementary requirements we move now 


‘to present outgoings of a revenue character. These 


can ‘be extracted from the various parts of the 
Financial Statement for 1952-53 (the Budget, 1952) – 
in particular the 'Classified Statement of Estimated 
Expenditure’ – and built up into a summary for our 
special purpose, as follows: 


1 Professor J. H. Jones in The Accountant Tax Supplement, 
July rst, 1939. 
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Nearest 
Million £s 
Army 521 
Navy 357 
Air Force .. 468 
Supply and Defence 116 
1,462 
Less Sterling Counterpart of Economic 
Aid' .. - js E н 85 
(3777 
Civil Defence ES - vs ABE 
Strategic Reserves .. vi ae :5 61 
у 172 
Local Services: 

' Education.. ve о tes .. 259 
Housing .. zs oe e es 61 
Police Би ae is sy s 35 
Roads ek 55 E t a 33 
General Grants... ki T m 64. 
Sundry Services .. Bn А - 49 

—— 501 
National Health Service, Pensions and 
Injuries . 445 
Old-age Pensions, ‘National Assistance, 
. Family Allowances and War Pensions . 248 á 
— 093 
Tax Collection Costs: 
Inland Revenue .. LENS is 31 
Customs and Excise .. i s II 
— 42 
Various Government Departments and 
Services: 
. Agriculture, Broadcasting, Civil Avia- 
tion, Civil Defence, Colonial Develop- 
ment, Commonwealth and Foreign 
Services, Employment, Irish Services, 
Prisons, etc., Research, Works, Build- 
ings, Stationery and ас Mis- 
cellaneous e .. 375 
Food Subsidies, Rationing, etc. vs 410 
Supply and Trading Services «x ws 8x 
Post Office i s s . 14 
Permanent Debt Charge V 575 
£4,240 


PART II. SPREADING THE BURDEN: 
THE GENERAL STRUCTURE 


‘In regard to the Income Tax, I do not hesitate to 
. associate myself with the declaration of more than 
one of my predecessors that an income-tax of a 
uniform rate of 1s in the pound at a time of peace 
is impossible to justify. It is a burden on the 
trade of the country which in the long run affects 
not only profits, but wages.'? 
(Present standard rate of tax, 9s 6d in the £, 
rising to x9s 6d in the £ with sur-tax.) 
The main framework of the system of taxation in the 
United Kingdom is based upon Adam Smith's first 
canon of taxation — equality of sacrifice. This is not 
surprising in view of the fact that the first income-tax 
appeared in 1798 – twenty-two years after the 
. publication of Smith's Wealth of Nations. 


! 1951-52 figure £1,114 million. 


2 Mr Herbert Asquith, then Chancellor of the Exchequer, 
on April goth, 1906. · 
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Evolution of the British System of Income 
'Taxes 


It will be shown that the income-tax yield over- 
shadows that of any other single tax, and short notes 
on its evolution are of interest. 

1798. The first income-tax, introduced by William 
Pitt in the reign of George III, based, inter alia, 
upon taxes on horses, carriages and men servants for 
the previous year, coupled with window tax and 
inhabited house duty, and related to incomes in 
excess of {60 for the year. 

1799. The first true income-tax on trades, employ- 
ments, property, etc. British subjects abroad were 
chargeable on 'property' in the United Kingdom. 
Exemption below £60 per annum. The graduated rate 
of tax system on incomes up to £200. The rate of tax 
was relatively high — 2s in the £. 

1802. A short period of repeal of the income-tax 
laws. 

1803. Deduction of tax at the source of some 
income, and the now familiar five categories of 
income, Schedules A, B, C, D and E introduced. 

1816–47. After Waterloo, in 1815, the tax was 
repealed. 

1842. The present income-tax system rests upon 
the Income Tax Act, 1842, which in turn adopted 
the phraseology of the 1806 Act. Exemption limit 
£150. Rate of tax, 7d in the £. 

1853. Gladstone carried the Income Tax Act, 
1853, imposing the tax for a fixed. period of seven 
years. It was hoped that after this time it could be 
repealed. The fact that it was not repealed recalls 
the present-day legal status, under which income-tax 
ceases automatically if it is not re-enacted. 

1874. Before an election, Gladstone promised the 
repeal of the tax, but he was not re-elected. 'T'he new 
Chancellor of the Exchequer, Sir Stafford Northcote, 
reduced the rate to 2d in the £. 

1900. The tax had now reached 8d in the L but 
reductions in the rate could be made by 'abatements' 
on incomes up to £700 per annum. 

1907. Differentiation between earned and unearned 
incomes, based not upon the merits of one or the 
other, or on class distinction, but on a suggestion by 
Mr Asquith, supported by the Dilke Committee, 
that there should be a differentiation between 
‘permanent and ‘precarious incomes’ – a distinction 


- which it would be difficult to discover in the modern 


code. 

того. Super-tax, introduced by Mr Lloyd George, 
affecting incomes of individuals over £5,000 per 
annum, but then operating from the £3,000 level at 
a flat rate of 6d in the f. 

1914. Rising scale rates for super-tax introduced. 
Rate of income-tax, 15 8d in the f. 

1915. Deductions for family responsibilities 
introduced. 

тот8. The rising rates of tax in the^Great War 
reached 6s in the £ for the tax year 1919-20. The 
Income Tax Act, 1918, consolidated the previous 
law, back to and including the Income Tax Act, 1842. 
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I920. In place of a different scale of rates for 
earned income, a fraction of that income not charged 
to tax, but with a maximum allowance. 

1926. The three years’ average basis for profits of 
trades or businesses abolished (with transitional 
provisions) in favour of the profits of the year 
preceding the tax year (ending on April sth). 

1927. Super-tax now known as sur-tax and 
theoretically an additional income-tax. 

1939-45. The rate of tax rose from 5s 6d to tos in 
the £ and wartiine taxes on trades and businesses 
introduced; national defence contribution from the 
rearmament year, 1637, and excess profits tax from 
1939, rising from бо per cent (12s in the £) to 100 per 
cent (20s in the £) from April rst, 1940, but allowed 
as a deduction from income-tax profits. 

1946. Excess profits tax ended as from December 
31st, 1946. 

1952. Income-tax rate 95 6d in the £. Profits tax 
(the new name for national defence contribution) 
171 per cent (3s 6d ir. the £) on profits distributed to 
shareholders etc., or 23 per cent (6d in the £) on 
undistributed profits: tax not now allowed as a 
deduction from profits for income-tax or excess 
profits levy. Highest sur-tax rate, ros in the f, 
making the individuals’ combined income-tax and 
sur-tax rate in this ‘bracket’ 19s 6d in the £. 


The Full Burden Today 


The full weight of British taxation for the current 
revenue year, 1952~53, and its component parts are 
best seen and understood by the visual column and 
section method, shown against a scale in millions of 
pounds. The corresponding scale (see facing page) 
for the last pre-war year makes an interesting 
comparison. 


Direct and Indirect Taxes: the Growth 
| of the Burden 


A tax may be said tc be indirect in two senses: (a) 
because it is not ultimately borne by the person on 
whom it is charged, or (b) because it is a tax which 
can be avoided by not indulging in the activity, 
purchase or consumption on which it is levied.! 
Often both conditions apply to an indirect tax. The 
term is perhaps most generally applied to the first 
category, but in this paper a tax within either descrip- 
tion will be regarded as an indirect tax. 

A further convenient division into direct and 
indirect taxes is made for practical purposes by 
regarding the taxes administered by the Commis- 
sioners of Inland Revenue as direct, and those con- 
trolled by the Commissioners of Customs and Excise 
as indirect. This division is often accepted in discus- 
sions on taxation.” 





1 The fact that in some cases, e.g. оп tea or sugar, a duty 
may become part of the cost of an essential commodity in 
a civilized community does not alter the character of the 
tax for this purpose. 


2 See, for example, Shirras and Rostas on The Burden of 
British Taxation, 1942. М 
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It will be seen from the diagram [opposite] of 
United Kingdom taxation that just before the war 
direct and indirect taxes contributed approximately 
one-half of the total national tax revenue in each case. 

‘Although total government expenditures have 
risen steadily during the period 1938-44 . . . an 
increasing proportion of this outlay has been covered 
by revenue of which direct taxation has contributed 

a rising share.'? А 

Ву 1952-53 the proportions had changed to about 
three-fifths direct and two-fifths indirect, notwith- 
standing the introduction of purchase tax, yielding 
no less than £340 million, a figure not far short of half 
the entire Budget of 1937-38. This tax is chargeable 
on the wholesale value of a very large: number of 
commodities. An official summary or ‘notice’ of 
these goods runs to eighty-four closely printed 
pages.* The rates of tax and the actual yield in the 
latest report (as distinct from the estimate for 1952-53 
dealt with above) are as follows:5 





£ million 
Goods chargeable at 33} per cent 217 
Goods chargeable at 66% per cent .. 4I 
Goods chargeable at 100 percent .. 45 
Total, 1950-51 - £303 


We now come to a comparison of total national 
taxation,® as follows: i 
1937-38 £873,000,000 
1952-53 £4,661,000,000 (including a relatively 
small amount from the sale of surplus 
war stores). 

The present burden is therefore over five times as 
much as before the war. When offered a cost-of- 
living index compiled by a government dpeartment, 
showing a percentage increase far below this almost 
staggering multiplication, one can forgive the citizen 
for a cynical attitude towards both. 


Indirect taxes 

Notwithstanding the huge totals of the income-taxes 
and other direct taxes, the indirect charges are so 
large and so far-reaching in their economic effects, as 
to call for special comment. No attempt can be made 
at a comprehensive description, but some salient 
points can be examined. 

Amongst the advantages of indirect taxation are: 

(1) The tax is not, in general, compulsory: it can 
be avoided, e.g, the purchase tax or beer duty, 
by not purchasing the taxed commodity. 

(2) It is to a large extent, and at least psycho- 
logically, a concealed, or softer, tax than that 
which requires a cash payment for no direct 
service in exchange (a direct tax). 

3 Mary E. Murphy on England's experience, in Curbing 
Inflation Through Taxation. 

* Notice No. 78, ‘Notice by the Commissioners of Customs 
and Excise', January 1952. 

5 Forty-second Report of the Commissioners of Customs 
c Excise: year ended March 31st, 1951. Command Paper 

449. у 

ê The financial statements by the Chancellor of the 
Exchequer for each of these years. ; 
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Millions of £'s Millions of £'.s 






Miscellaneous, Including Sale 
of Surplus War Stores 


EXCISE 
772 


(Purchase Tax 340) 


CUSTOMS 
1.043 


(Tobacco 605) 
C. & E. 


iN 


Excess Profits Levy and 
Special Contribution, 7 


4 
PROFITS TAX 


Excess 
Profits Tax 


452 
STAMPS, 58 


Sur-Tax, 123 | 


1,804 


INCOME 
TAX Sundry, 3! 
1,804 ' Motors, 35 


(Tobacco, 82) 


Stamp Duties & Customs, 106 
Sundry 27 


Death Duties, 89 


Super. Тах, 57 N ___________ 


Income Tax, 
298 


1937-38 > 
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(3) As will be seen from the table below, large 
sums are raised by the Chancellor of the 
Exchequer with comparative ease. 


(4) It provides a weapon against inflation, or surplus 
money. 


Its disadvartages inditde: 


(a) Offence against the principle of equality of 
sacrifice in so far as the burden is often largely 
borne by persons receiving only relatively small 
incomes. 


(b) Discouragement of enterprise and initiative, 
the effect of which may remain when economic 
conditions have changed; e.g. purchase tax, 
by increasing prices and decreasing demand. 


'The comparison of total direct taxation with 
indirect is best shown by the table already given, but 
the composition of the indirect charges in main groups 
for 1952-53 is as follows:! 


Purchase tax 

'Tobacco 

Spirits, beer and wine 
General import duties 
Oil. 

Entértainments tax 
Other duties 


340,000,000 
605,000,000 
399,600,000 
108,900,0co 
271,000,000 

47,000,000 

44,000,000 


£1,815,500,000 





National Income available for Taxation 


‘We must bear in mind the very great and highly 
desirable redistribution of wealth that has already 
taken place over the last few years within our 
community. То a large extent, this has resulted from 
the provision of these extended Social Services — 
services for the less well to do at the cost of the more 
well to do — thereby making more equal the shares 
of the national income enjoyed. This has been a 
purposeful policy, I think most successfully carried 
through. 

‘But there is not inde further immediate possi- 
bility of the redistribution of national income by way 
of taxation in this country: for the future, we must 
rely rather upon the creation of more distributable 
wealth than upon the redistribution of the income 
that exists. Total taxation, local and national is 
now more than 40 per cent of the national income, 
and at that level che redistribution of income entailed 
in the payment for Social Services already falls, to a 


considerable extent, upon those who are the recipients: 


of these services."? 


The total of the United Kingdom national income, 
before payment of tax, according to the latest 
statistics? was nearly £12,000 million (the exact 
figure was £11,970 million). 

'To meet the bill for direct national taxation, there 
are some 20 million citizens with incomes over the 


1 Financial Statement, 1952-53. 

? Sir Stafford Cripps, then Chancellor of the Exchequer, 
in his Budget speech, April 6th, 1949. Hansard, col. 2091. 
3 Table 2 of National Income and Expenditure of the 
United Kingdom, 1946-50. Command Paper 8203, April 
1951. 
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exemption limit,* of whom.over 5 million pay no tax 
owing to their personal or domestic allowances, thus 
leaving approximately 15 million persons to share the _ 
burden of £4,498 million shown in the Budget for 
the 1952-53 estimates. 

Such a weight of direct taxation yid an average 
for every one of the 15 million taxpayers, however 
small his income, of nearly £300 for the year. 

In considering these figures and Sir Stafford Cripps’ 
statement as to 40 per cent of national income passing 
away in taxation (including in that case local taxation), 
one must also bear in mind that the contributions 
range from the first humble 3s of the person just 
liable to tax, to 97} per cent of the upper slice of the 
taxpayer whose income exceeds {£15,000 for the year. 

These condensed figures do, however, convey 
something of the financial weight being taken by the ' 
United Kingdom as a whole. 

Two earlier milestones of receipts from direct and 
indirect taxation (combined) for other financial years 
make an interesting comparison: 

1913—14 £175 ,000,000 
1925-26 £758,000,000 

In all these comparisons, such important factors , 
as the purchasing power of income, the size of the 
national income, the total population of the country 
and the number of persons contributing to taxation 
must be borne in mind. Nevertheless, these total - 
figures, and especially the composition of the taxes in 
the present national total, shown in the diagram, do 
tell their own story. 


Incidence and Impact / 


This paper is concerned with the incidence of 
taxation, i.e. the persons upon whom the charge 
ultimately rests, and not the person first paying the 
tax – the point of impact. 

The ‘rolling’ or ‘shifting’ of taxes between the two 

stages occurs in many forms, for example: 

(1) Most of the customs and excise duties, such as 
import, beer, wine and spirit duties, purchase 
tax and entertainments duty. 

(2) Deduction of income-tax, as in the case of 
dividends from companies, many types of 
annual interest etc., and ‘pay-as-you-earn’ 
remuneration, where the employer acts as tax 
collector. 


Hidden Taxation 


Very substantial sacrifices are exacted from a modern 
community in such a form as to be unrecognized as 
taxes, and even in such circumstances as leave the 
contributor almost unaware of his burden. For 
example: 

(1) The semi-nationalization of land, under the 
Town and Country Planning Act, 1947, which 
takes away all building or development right 
from landowners. The compensation is on the 


4 Table 21 of the Ninety-fourth Report of the Commissioners 
of Inland Revenue, year ended March 31st, 1951. Com- 
mand Paper 8436, January 1952. 
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indefensible basis of a fixed sum (£300 million), 
of which a large proportion has already been 
allocated to priorities, thus reducing the already 
unknown amount for the individual to some- 
thing less than it otherwise would have been. 
Further, although the land was ‘frozen’ in 1948, 
except by consent of a government department 
and the payment of a development charge which 

_is the largest part of the economic value of the 
land, no payment to the owner is due until 
five years later, without interest. 

(2) The confiscation of other rights under national- 
ization or special Acts, such as the National 
Insurance, for health and other purposes, by 
which the doctor is not only fcrbidden to sell 
his practice (subject to compensation) but even 
his own house is subject to requisition if desired 
by a government department. 

(3) The patent inequality of two entirely different 
bases sometimes employed for vzluation for 
the same property, e.g. at a relatively low figure 
when requisitioned for government purposes, 
and a full post-war scarcity value in the case of 
estate duty on the death of the owrer. 


The Treatment of Capital in Taxation 


In the United Kingdom there are two important 
taxes on capital: 

т. Estate duty. Payable on the death of individuals 
unless the net assets left by the deceased do not 
exceed £2,000. The rate rises from I per cent to 
the high, if not confiscatory, rate of 80 per cent, 
payable in cash — hence the sale of large estates and 
companies, or their break-up, on the death of a 
wealthy owner. Selected examples of rates are: 

Normal Agricultural 


Net assets: $ percent per cent 
between £2,000 and £3,000 I 0-55 
” 15,000 ;, 17,500 то 5°50 
т 60,000 ,, 75,000 40 22°0 
s 200,000 ,, 300,000 60 330. 
over £1,000,000 8o 44°0 


The effect of estate duty. Although real or tangible 
capital is not destroyed by a tax upon it, there are two 
outstanding effects of the heavy burden: (a) the 
tendency to break up into smaller units, with conse- 
quential effects upon management and organization; 
and (b) a heavy immediate drain on income, with 
consequent inflationary pressure. 

The yield for 1952-53 is expected to be £175 million. 


2..Stamp duties payable on the conveyance of · 


land, investments and other assets, authorized capital 
of limited companies, etc. The ratzs of most general 
application are 2 per cent of the value cf the property 
passing and } per cent on the authorized capital of 
companies. The 2 per cent may in fact be a very large 
‘ax on any given property, investment, etc., because 
t is payable on every transfer, no matter how many 
imes this takes place on one asset. 

The yield for 1952-53 is expected to be £574 million. 

Losses and capital taxation generally. Notwith- 
itanding the fairly extensive taxation of capital gains 
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in the United States of America, it has, in general, 
so far been thought in the United Kingdom that the 
fair and equitable allowance for capital losses, the 
difficulty of dealing with investment changes, the 
relatively high cost of collection and low yield of a 


- capital charge, and the existing capital taxation, 


showed that a general tax on capital would be unfair, 
unwieldy, unproductive or costly, or all of these 
things. i 


Gift taxes | 

It will be seen from the above that it is far from 
true to say that there are no capital taxes in the 
United Kingdom. 

Further, although there is no legislation charging a- 
gift tax, there are similar effects in at least two 
important aspects: . 

Estate duty. This is charged on assets which, 
though not owned by the deceased at the date of his 
death, had been made a gift to another person within 
a period of five years prior to his death.? 

Income-tax and sur-tax. Although no longer his 
income, certain annual payments and many other 
dispositions of income are nevertheless treated for 
taxation purposes as income of the donor, for however 
long a period the gifts may go on, with special 
provisions for children of the settlor or donor.? These 
statutory provisions apply to attempts to pass on 
income as such to the donee, and not to outright 
gifts out of taxed income for which no relief is 
expected; such gifts would normally come from 
income already taxed, or from capital, and would not 
be taxed upon the recipient. 


The capital levy and capital gains 

Although taxes of this description have been advocated 
or discussed in the United Kingdom for many years, 
they have not so far been adopted, except for the 
effect of the special contribution for the one tax year 
1947-48. Some of the reasons for this are given below. 

Capital levy. This may be: (a) a straight charge to 
tax on total capital owned, with an exemption limit; 
or (b) a tax on accretion, rise in value or other 
fortuitous and unrealized 'profit'. 

Capital gains. By this is generally meant a realized 
‘profit’ amounting to the excess of the sale price over 
the cost of the capital originally. 

United Kingdom treatment. Apart from the special 
cases of death duties and stamp duties, already 
referred to, the outstanding principle in the United 
Kingdom has been 701 to tax capital. 

A great deal has been written on these subjects in 
other countries,? and the difficulties of establishing a 
generally accepted principle of equity are only too 
obvious from some of these writings.* 





1 Section 38 of the Customs and Inland Revenue Act, 1881, 
and subsequent legislation. 

?See Part XVIII of the Income Tax Act, 1952, as to 
settlements or gifts generally. 

? See, for example, Capital Gains Taxation (New York) and 
its substantial list of references. 

* See the whole of Chapter I of Capital Gains Taxation. 
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Some British objections are: 

1. If capital gains were charged to taxation, it 
would be essential to grant some form of relief for 
capital losses incurred in the same kind of transaction. 

2. It might well be found that a tax on this basis 
would not only cause a great deal of investigation for 
a very small net yield, but that in the years of depres- 
sion the tax would yield no revenue at all. 

3. The Chancellor of the Exchequer would find it 
difficult or impossible to budget for income ог 
repayments under this heading. 

4. It would lead to claims by the taxpayer to set 
off these losses against other taxes related to it, such 
as income-tax, sur-tax and profits tax. 

5. It has been admitted by many authorities, 
including a former Chancellor of the Exchequer, 
that administrative costs of collection would be high, 
and the net yield would be comparatively small. 


By Whom the Tax is Borne 


The following summary of the main income taxes 
payable in the United Kingdom are the latest available 
‘actual’ figures, as distinct from Budget estimates or 
forecast. They are useful in showing the contribution 
by different classes of taxpayers. 





1 Ninety-fourth Report of the Commissioners of Inland 
Revenue, for the year ended March 31st, 1951. Command 
Paper 8436. 
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Tax ON ASSESSMENTS MADE 
(Millions of £s) 





Income-tax . 
Schedule D > 
(Trade Profits Excess 
Profits, Sur-tax Tax Profits 
etc.) 1950-51 Tax 
Individuals 121 121 
Firms ss 5 бо 
Companies $ 610 258 9 
Local Authorities. . 12 . 
Industrial and 
Provident Societies 10 
813 121 258 9 








It is to be noted that the first column shows tax 
on trading and business profits only, and not all 
taxes. The whole table represents about three-fifths . 
of the total income-tax yield for the year, the remain- 
der consisting of tax on property (a relatively small 
fraction of the whole, about one-fifteenth), on govern- 
ment investment income (somewhat less than the 
property tax yield) and a very substantial amount from 
employments, appointments, etc. 

Thus it will be seen that the brunt of the taxation of 
profits, and indeed of income of all classes, is borne, 
by companies, for profits tax is now a charge on 
companies, corporations and societies carrying on a 
business, and not on individuals. 


(To be concluded.) 


WEEKLY NOTES 


Companies Annual Report 


The Board of Trade’s general annual report on 
companies for 1951, just published,! discloses that 
there were 270,017 companies on the registers at the 
end of the year, an increase of 8,327 over December 
31st, 1950, made up of 13,524 new registrations and 
51 restorations to the register, less 5,248 companies 
dissolved. One of the companies was dissolved by 
Act of Parliament, the measure being, most appro- 
priately, an order pursuant to the Water Act, 1948. 

The total paid-up capital of companies with a 
share capital at December 31st, 1951, was £6,161 
million which was {£65 million more than the 
corresponding figure a year earlier. The number of 
public companies with a share capital has continued 
gradually to decline. At December 31st, 1951, it was 
11,778 which was 142 fewer than at December 31st, 
1950, and 2,142 fewer than at the end of 1939. The 
total paid-up capital of these companies at the end of 
1951 was £3,894 million as compared with £3,898 
million in 1950 and £4,117 million in 1939. Both the 
numbers and capital of private companies, on the 
other hand, continue to increase. Those with a share 
capital totalled 244,166 (capital £2,267 million) at 
the end of 1951, the corresponding figures for 1950 
and 1939 being 235,307 (£2,198 million) and 146,735 
(£1,923 million). Of the above 244,166 companies, 


1 H.M.S.O. 15. 





148,688 (or 60:9 per cent) were exempt private 
companies, 

Among other interesting facts contained in the 
report are the following: 2,954 winding-up proceed- 
ings were begun in Great Britain, 2,543 voluntary 
and 411 compulsory; of 6,500 refusals by the Board 
of Trade to register companies because of undesir- 
able names, 5,500 were on the ground of similarity 
with names already on the register; 303,000 company 
files were inspected by the public; there were 434 con- 
victions under the Companies Act, 1948, the offence 
in 275 cases being failure to file annual returns; 
Section 172 of the above Act was invoked for the 
first time when, on the application of a group of 
shareholders, an inspector was appointed to investi- 
gate the ownership of the Bristol Rovers Football 
Club Ltd. 


E.P.U.'s Second Year 


A leading article in our last issue dealt with the 
European Payments Union's efforts to put its affairs 
on to a sound long-term basis. The first signs of the 
Union's management to view E.P.U. in an expanding, 
constructive role can now be detected in the annual 
report for the year ended June 3oth, which has been 
published this week. : 

In spite of some disconcerting swings in the balance 
of member countries, first by Germany and later by 
this country and France, the Union can point to some 


August 30th, 1952 


achievements in the freeing of European trade in the 
year under review. In the first quarter of this year, 
trade among members was 65 per cent higher than in 
the same period a year ago. Even though it has to be 
admitted that.some of this increase was due to higher 
prices there remains a useful increase in volume to be 
recorded. But outside the membership, the manage- 
ment underlines the chronic deficit position which 
most members are running with the dollar area, and 
it records that the solution of this problem must 
depend to a large extent on the co-operation of the 
United States. Without its very active co-operation 
thus far, of course, there would be no E.P.U. 
at all. 

The report takes a fairly optimistic view on the 
outlook for this country and asks members to increase 
their sterling imports. A notable response has already 
‘been made by Germany and Italy. 

There remain large sterling balances in the hands 
of members, however —a state of affairs which has 
been commented upon each month in these notes. 
It is in connexion with these balances that the 
Union’s suggestion for extending the scope of 
membership, especially to the Latin American 
countries, should be viewed. If this could be achieved, 
Latin America (which. is short of sterling) might 
trade with Europe in terms of sterling – a large sur- 
plus of unused sterling balances on this side of the 
Atlantic being shipped westward to fill a gap in South 
America. By such measures as these world trade 
might be increasingly freed and E.P.U.'s reputation 
further enhanced. 


F.O.I.'s Year 


In what has turned out to be a fairly uneventful year, 
the Finance Corporation for Industry has written off 
its investments to the tune of £489,540 compared 
with £418,959 last year. The year under consideration 
ended with March 31st last. While this policy is 
clearly due to a large extent to financial prudence, it 
is also brought about to some extent by the Corpora- 
tion's policy of making advances to large projects at 
low rates of interest while they are still in the develop- 
ment stage. It will be interesting to see in the current 
year whether the successful development of some of 
these projects has enabled the Corporation to take 
advantage of options to switch into an equity holding 
or whether it has been overtaken by a completely new, 
and from its point of view, perhaps slightly dis- 
concerting, structure of interest rates. 

In the year under review, the Corporation's invest- 
ments declined from about: £545 million to just 
under £53 million and in this last figure there was 
some {40 million outstanding to the iron and steel 
industry in its nationalized form. There has been, 
however, a repayment totalling £3 million from 
debtors (large ones) which would account for more 
than the decline. It would seem on the whole that the 
Corporation has not found it easy to extend its 
activities among large-scale eateries in the. latest 
financial year. 
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Prospective National Insurance Deficit 


Looking ahead at the effect of current population 
trends on the National Insurance Fund, the Ministry 
of National Insurance foresees a growing deficit. This 
‘conclusion comes out of the 1951 report of the 
Ministry just published. The opinion expressed is not 
a new one, but its repetition serves to emphasize the 
fact that before long there will be a new factor at work 
on the already powerful forces causing a transfer of 
income. This transfer will not only be from the ‘rich’ 
to the ‘poor’, but also on a growing scale from the 
working to receiving retirement and other benefits. 

The report expects that expenditure will exceed 
income by 1954-55 and that by 1957 there will be an 
annual deficit of £100 million. Retirement pensions 
alone will cost £700 million a year by the late 1970s 
compared with an annual rate of about {£250 million 
last year. 

Total income for the fund was [577 million in the 
last financial year, of which £401 million came from 
employers and insured persons, £140 million from 
the Exchequer, and £31 million from investments 
and the National Insurance (Reserve) Fund. Total 
payments were £431 million, of which benefits were 
£368 million, £40 million to the National Health 
Service, and £22 million for administration. (Un- 
employment benefit cost £2 million lessat £ 17 million.) 


Falling Freights and Laid-up Tonnage 
There has been a steady fall in the level of shipping 
freight rates now for many months. The index of 
freight rates put out by the Chamber of Shipping was 
down to 90°2 in July (1948 being тос) compared with 
over 190 last October. It might therefore be expected 
that there would be a general movement on the part 
of shipowners to lay. up tonnage, especially as the 


‘older ships must be getting to the margin of un- 


profitability when the index of freights falls below 100. 

This has not happened to any extent, however. 
According to the Chamber of Shipping which issued 
figures of tonnage laid up earlier this month, there were 
500,930 gross tons laid up at July 1st compared with 
460,967 tons at April rst, 620,214 tons at January rst, 
and with 362,879 tons at July rst last year. 


Transport Takings and Recession 


Although passenger rail and road takings continue 
to show an improvement there are now indications 
that the transport services generally are beginning to 
feel the consequences of the recession in certain trades. 
Receipts from merchandise continue to be higher 
than at the corresponding time a year ago but the 
increase is not as large as the increase in freight 
charges – in other words, the volume of certain goods 
traffic is declining. 

This is broadly the picture which comes out of the 
latest "Transport Commission receipts covering the 
four weeks to August roth. The continued improve- . 
ment in total goods traffic compared with. the same 
period a year ago is due mainly to good takings from 
coal, coke and minerals. 
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FINANCE AND COMMERCE 


Temporary freedom from political and industrial 
interference has given stock markets a breathing 
space in which to gather confidence. There are signs 
that confidence is being taken a little too far at times, 
but generally conditions are firm. 


Capital & Provincial 


The accounts of Capital & Provincial News Theatres 
Ltd, which we reprint this week, provide two par- 
ticular points of interest for accountants. One is the 
£500 charged for the special expenses of an extra- 
ordinary general meeting; the other is the disagree- 
ment on the board as to the wisdom of paying the 
10 per cent dividend, the first since the 15 per cent 
payment in 1949. 

'The extraordinary meeting was held last April and 
arose through a dispute between some shareholders 
and certain of the directors of the company, including 
the managing director. A shareholders’ committee 
was formed and considered, among other matters, 
the first of the two points we have mentioned. 


The then chairman of the company informed this 
committee that if the board, or a majority of the 
board, supported the managing director, it was 
necessary to regard an attack on that director as an 
attack upon the company and to employ all available 
resources in resisting that attack. It was, therefore, 
in these circumstances, thought right to use the 
company's funds to finance a special canvassing of 
Shareholders. Some employees, it was added, insisted 
on supporting the managing director despite efforts 
to dissuade them from participating in the dispute. 
'The committee's verdict was that 'the use of the 
company's funds in this way was undesirable, even if 
legally permissible, and that no employee of the com- 
pany should have been allowed to participate in the 
dispute, no matter how keenly he may have wished 
to do so’. 

The committee, with its independent chairman 
nominated by the President of the Law Society, was 
composed of five members, three of them solicitors 
and one a chartered accountant. | 


CAPITAL & PROVINCIAL NEWS THEATRES LIMITED AND SUBSIDIARY COMPANIES 
Consolidated Balance Sheet at June 28th, 1952 
























































1952 1951 1952 1951 
Share Capital, Undistributed Profits £ £ £ £ Fixed Assets £ 
and Reserves Freehold Premises, at cost .. aa 15,580 15,580 
Share Capital: Leasehold Premises, at cost .. .. 404,081 403,672 
Authorized and Issued: less Amortisation to date .. .: 117,448 ,481 
600,000 Shares of 5s each, fully paid 150,000 150,000 ~—— 286,633 — — —— 296,191 
Profit and Loss Appropriation Ac- Plant, Sound Equipment, Seating, 
Counts: Furniture, Fixtures, Fittings, at cost 64,402 „367 
Balance as per account annexed . 35,847 20,160 Less Оергесіайоп to date 42,665 41,186 
Excess Profits Tax Post-war Refund .. 10,447 — 21,737 23,181 
Reserve for Future Taxation: Investments, at cost: 
Representing estimated llabilities to Trade Investments, at cost less Sales: 
Income Tax Schedule D for the £ 
period from lune 29th, 1952, to Quoted (market value £1,596) 8,309 
April 5th, 1954 .. "s. .. 46,150 4 Less Provision for Deprecia- 
242,444 208,334 tion m m .. 5,151 
Bank Loans (Secured) .. m 49,000 65,825 — 3,158 3,349 
Current Liabilities Unquoted .. m .. 6,200 
Sundry Creditors and Credit Balances Less Provision for Deprecia- 
(including provisions for Deferred tion .. - .. 6,199 
Repairs and Renewals) ite . 45,750 40,500 — 1 i 
Taxation: 5 Government Securities T .. 2,147 2,147 ~ 
Representing estimated liabilities со (market value £1,751) 5,306 497“ 
дасе 5: ie x .. 95,370 102,842 
Provision for Dividend at 10 per cent 329,256 340,449 
less Income Tax .. зе 7,875 — Current Assets 
148,995  — —- 143,342 Sundry Debtors and Payments in Ad-. 
Notes. vance (including claims for expendi- 
(1) Because of the legal actions pro- ture incurred in making good War 
ceeding, the Directors are not able to Damage) +x ~ oe .. 10,626 12,317 
express a view as to the value of ‘Special Sundry Stocks, at or under cost .. 3,556 3,014 
ams . under Inquiry’ aggregating Cash at Bank and In hand à .. 37,898 12,618 
49,103. . К 
(2) There are contingent Ивб јез In Renovation Expenditure, carried for- 
respect of lawsults for which provision ward vs = са ES D 10,000 — 
has not been made, cr deemed appro- Special Items under inquiry 
priate, Suspense Account - Parent Company.. 48,000 48,000 
$ Suspense Account ~ Subsidiary Com- ` 
рапу .. РР ve e 22 409 400 
Late Managing Director's Current О 
JOHN DIAMOND Урие ctors Account ү; .. 2 Si 703 703 
J. 4. CLEAVER : 49,103 я 49,103 
< £440,439 £417,501 £440,439 £417,501 
Consolidated Appropriation Account for the Fifty-two Weeks ended June 28th, 1952 
To Proviston for Dividend at 10 per cent £ £ By Balance, brought forward at July Ist, £ £ 
less Income Tax .. ss M 7,875 = .. .. sa owe .. 20,169 18,406 
„ Provision for Depreciation of Investments — 11,350 » Balance, Net Profit for period, brought 
» Balance carried forward at June 28th, down... .. МА sx n 23,562 13,104 
1952 .. M ale a PX 35,847 20,160 
£43,722 £31,510 £43,722 £31,510 


| August 30th, 1952 
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Consolidated Profit and Loss Account for the Fifty-two Weeks ended June 28th, 1952 
1951-52 1950-51 1951-52 1950-51 
= (53 weeks) weeks) 
£ £ £ £ £ £ Ё 
To Depreciation, Amortisation, etc. 12,582 14,253 By Trading Profit of Group ке > 81,764 70,234 
» Directors' Emoluments: » Income from Investments (gross): 
Fees .. ЕЕ ЗА ss .. 830 817 Government Securities € 43 43 
Other Emoluments .. .. «+ 4,914 1,614 Deposit interest  .. "t oe i5 — 
5,44  ——— 2,431 58 —— 4 
» Recelver's Remuneration Es m — 2,352 » Transfer Fees .. es E 39 
» Interest on Loans (gross) — .. 1,500 3,629 
» Audit Fees vs se ze xs 242, 242 
» Extraordinary General Meeting- T 
Special Expenditure. . m m 500 — 
» Depreciation and Depletion of Old Stccks — 2,874 
« War Damage Expenditure, now irre- 
coveroble — .. xx MA - — 2,484 
o» Taxation: 
Profits Tax for 52 weeks со date .. 9,050 5,365 
Income Tax at 9s 6d in the £ on - : 
Profits for 52 weeks to date .. 28,681 23,580 
37,731 | ——— 28,945 
n Balance, Net Profit for Period, carried 
down .. da CM .. 23,562 13,104 
£81,861 | £70,314 £81,861 £70,31 


Theatres Ltd. ~ 
Abbott's Chambers, 
: 202 Bishopsgate, 
London, EC2, 
August 6th, 1952. 


Question of Dividend 


On the question of the dividend, the chairman’s 
address contains the following: ‘An important point 
arises in regard to the profit and loss account, from 
which you will see that, after carefully considering all 
relevant factors, including legal decisions, the board 
recommends the payment of a dividend of 1o per cent. 
Two of your directors do not join in this recom- 
mendation. Their objection is based mainly on the 
following considerations: 
‘Firstly, they state that as the directors are unable 
to express any opinion on the value of the suspense 
, account of £48,000 which now appears as an asset in 
the balance sheet, no dividend should be paid until 
either the value of the asset can be ascertained or 
there is sufficient balance to the credit of profit and 
loss account to write it off should it eventually prove 
to be of no value. 

‘Secondly, they call attention to the fact that the 
current liabilities of the company and the bank loan, 
together amounting in round figures to £174,000, 
exceed the current assets (represented almost entirely 
by £37,000 cash) by no less than £137;00¢. 

“There are arguments which merit the most careful 
thought, and it is only after giving them the fullest 
consideration that the other directors unhesitatingly 
recommend the payment of the dividend of 10 per 
‘cent, less tax, for the year.’ 





: Frozen Profits 


A warning that trading conditions have changed has 
been given to shareholders in Abdulla & Co Ltd, the 


— әннә 


Report of the Auditors to tho Members of Capital & Provincial News Theatres Ltd 


Subject to the items referred to by the Directors’ notes on the respective Balance Sheets, and to any provision which may be necessary when 
the legal proceedings In connexion therewith zre determined, we report that: 

We have obtained all the Information and explanations which to che best of our knowledge and bellef were necessary for the purposes of 
our audit. In our opinion proper books of асссипс have been kept by the Company so far as appears from our examination of chose books, We 
have examined the annexed Balance Sheet and Profit and Loss Account which are In agreement with the books of account. In our opinion and 
to the best of our Information and according to the explanations given us, the said accounts give the Information required by the Companles 

-Act, 1948, in the manner so required, and the Balance Sheet gives a true and falr view of the state of the Company's affairs as at June 28th, 1952, 
and the Profit and Loss Account gives a true and falr view of the Profit for the period of fifty-two weeks ended on that date. 

. We have also examined the annexed Consolidated Balance Sheet and Consolldated Profit and Loss Account of the Company and Its Subsidiaries 
with the audited accounts of those Companies. In our opinion such Consolidated Balance Sheet and Consolidated Profit and Loss Account have 
been properly prepared in accordance with the provislons of the Companies Act, 1948, so as to give a true and fair view respectively of the state 
of affalrs and of the Profit of Capital & Provincial News Theatres L d and its Subsidiaries so far 25 concerns members of Capital & Provincial News 


ANDW. W. BARR & CO, 
Chartered Accountants, 


well-known tobacco concern. Mr R. H. S. Waley, 
the managing director, pointed out at the annual 
meeting that apart from the inevitable results on 
profits of increased costs of all kinds, the efforts being 
made here and elsewhere in the Commonwealth to 
save.the dollar value of sterling are already adding to 
the difficulties of export trading on which much of 
Abdulla's own profit depends. - 

These factors, he said, had already had an adverse 
effect on trading profits of the current year. There 
had been a welcome, though small, increase in the 
sale of Abdulla Turkish cigarettes, but this alone 
could not offset the adverse factors. 

Another adversity which this company faces along 
with many others with interests abroad is the in- 
ability to remit profits to this country owing to frozen 
exchanges. In this case, the amount involved is com- 
paratively small — a matter of [2,019 — but the effect 
is cumulative. Last year, the amount was £2,323. 
Mr Waley noted the circumstances and added that 
the directors deemed it prudent to reduce the book 
value of the investment by an equivalent figure and 
the amount is appropriated as a provision for depre- 
ciation of trade investment. 


Money Market 


Applications for Treasury bills totalled £301,130,000 
on August 22nd and, lowering the bid to £99 7s 8d, 
the market obtained 73 per cent of requirements. 
The average rate was £2 9s 4:310 per cent against 
£2 95 0:394 the previous week. This week the offer is 
raised to £250 million. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions ‘expressed. 


Bank Interest and Charges 
Sir, - Whilst agreeing with most aspects of 'B's' 
letter in your issue of August 16th, I feel many will 
doubt his assertion that charges are ‘normally’ 
calculated as a percentage of turnover. My experience 
shows that charges are frequently based on so much 
per folio, but that the basis and rate of such charges 
depend on two factors — 
(1) the normal account kept, ie. if there is a 
substantial balance (in proportion to the total 
`. size of account) in credit no charge will be 
levied at all; and 


(2) personal arrangement. between the manager of . 


the branch and his customer, whether business 
or private (as there is no fixed predetermined 
figure, but only a rather strong guide to managers 
as to general level of charges). 

With regard to the four-day collection period, it 
should also be realized that only two days are normally 
required for town cheques and those drawn on 
another branch of the same bank, and that if these are 
separated when 'paying-in' the bank will agree to 
calculate interest on that basis, so saving two days' 
interest on the amounts concerned. 
и Yours faithfully, 

С. 


_ Creditor’s Claim in а Creditors’ Voluntary 

| Winding -ор 
Sir, – I refer to the inquiry on the above matter :п 
your issue dated August 16th. It seems clear that the 
only safe course is for the liquidator to apply to the 
Court for an order that the assets be distributed 
without regard to the claim of the creditor concerned. 
*H. S. D.' is referred to the third edition of Voluntary 
Liquidation? by A. C. Hooper and J. S. Nixon, at 
pages 58 and 59, which I think he will find very 
helpful. Yours faithfully, 

- Hull. S. D. MOORE. 


Hospital Cost Accounting 

Sir, – I hope you will permit me to reply briefly on 
three points in your footnote to my letter in last 
week's issue: 
` Jt may be I inferred too much from the words 
‘scrapping’ and ‘introduction’ in relation to two 
systems of accountancy but I should have thought 
that, to make the operative words apposite and to 
avoid accountancy chaos, a short time factor was 
necessary. | 

I certainly did not charge you with the statement 
that costing was the answer to 'the financial ills of the 
service' (whatever these might be). My remarks were 
in relation to costing as a factor in financial control 


1 Gee & Co (Publishers) Ltd, London. 42s net, post free 
U.K. 435. 





and were based on.two previous editorial pronounce- 
ments of yours: : 

(a) ‘We suggest that the time is now opportune for 
the introduction of a system of cost accounts 
designed primarily to operate as an instrument of 
administrative control.’ (The italics are yours) 
(Issue dated August 2oth, 1949, page 186.) 

and 


(b) (on the delay in introducing a uniform costing 
system): ‘We deplore this waste of time in 
providing the much-needed instrument of con- 
trol over public funds.’ (The italics are mine.) 
(Issue dated April 1st, 1950, page 364.) 

If you believe that costing may ‘lead to a reduction 
in those hospitals which are apparently over-staffed’, 
you must pre-suppose the laying down of standards. 
I venture to suggest that ‘such standards especially 
on the main headings of staffing, ‘medical’, ‘nursing’ 
and ‘auxiliaries’, would be based on. the hospitals, 
which are highly developed at the moment, but in 
any case you underline my argument that, as а’ 
corollary to the introduction of costing systems, 
much high-level staff work will be required, inter alia, – 
to fix standards — if indeed the application of such is 
possible in dynamic and complex organizations such 


aS RODEN. " Yours faithfully, 
London, SW6. | G. McLACHLAN. 


[We see no conflict between our pronouncement of 
August 1949 and our footnote to Mr McLachlan’s 
letter published last week. A system of cost accounts 
may be ‘introduced’ gradually, as opposed to intro- 
duction overnight. We also repeat our statement of 
April 1950; at that time, nearly two years had been 
allowed to elapse since the National Health Service 
came into operation. We do not necessarily pre- 
suppose the laying down of standards. Our point was 
that disclosure of differences in cost could just as 

easily lead to reductions in staff as to increases. We -) 
agree that high-level staff work will be required and 
we assume, in this connexion, that finance officers 
are quite capable of undertaking the task. We repeat 
that our main criticism. of the Regional 'l'reasurers' 
report is that it recommends a superimposed system 
with all its attendant extra labour and cost. — Editor.] 








Fifty-two Week Accounting Year 


Sir, - Mr Hardy's stimulating article on the above 
subject in your issue of August 9 mentions that 
a very large firm of provision merchants in the United 
Kingdom operates on a fifty-two week financial year. 

I should be grateful for any information available 
on the extent to which the fifty-two week year has, 
been accepted in this country, and to know of any 
companies and organizations which have adopted this 


procedure. Yours faithfully, 
Southampton. J. M. S. RISK. 


August 30th, 1952 


~ Pension Fund Problems 
Sir, ~ The following thoughts come from reading 
"Melbor's' letter in your issue of August 16th: 

(1) The pension reserve at balance sheet date 
should be the actuarial.value of future pension 
liabilities less relevant future income. — ' ` 

(2) Thus the sum to be put into pension reserve 
should be the amount needed to bring the reserve to 
И value, whatever the causes which create that 
need. adie Oa 3 A 

(3) Future pension liabilities must be computed on 
the expected average pay on which the pension will 
be calculated, not on present remuneration. Accord- 
ingly 'Melbor's' present basis is inadequate. 

(4) If service prior to admission to the’ pension 
scheme is counted for pension purposes, the liability 
in respect of such service may be provided. over the 
period of pensionable service (a weighted average 
period may be used); but tlie liability arising after 
pensionable service has begun should – if financially 
practicable — be provided as it accrues. 

(5) If an actuarial valuation is made less frequently 
than annually, the foregoing method can be applied 
"strictly only at those longer intervals. In intervening 
years only interim provision can be made. 

(6) Title to pension derives from each year of 
service. If the rate of pay or some other factor makes 
the liability greater than was forescen, the excess is 
in strictness attributable in part to back years. It 
would therefore be proper to charge the sum men- 
tioned in (2) to the current year, but to transfer in 
aid from general reserves or other unused surplus 
income that part of the charge which is so attributable 
to.back years. 

(7) The arrangement for claiming part of pensions 
from other concerns is onerous and expensive in 
administration. Indeed, some of the concerns may 


NOTES AND 


Personal 


Messrs HASWELL BROTHERS, Incorporated 
Accountants, of St John’s Chambers, Love Street, 
Chester, and at Wrexham, announce with regret the 
death on August 18th, of their partner, Mr J. S. 
‘THOMAS, Е.5.А.А. 


- Professional Note 


The ‘Sammy’ organization, the main company of 
which is Blond Brothers Ltd, have acquired a new 
company, The Winsford Rayon Co Ltd, and Mr 
John D. Lewis, a.c.a., has been appointed a director. 
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not survive so long as some of their former employees. 
A more convenient method is {о transfer the then 
value of the employee's pension rights to his new 
employer when ће goes to them. That value would ђе 
computed by reference to his final rate of pay with 
his former employer. His new employers.take him 
with the full knowledge that they accept liability for 
his accrued rights and the effect of higher pay thereon. 
Where there is two-way traffic this may cancel out. 
The. foregoing thoughts derive from long experi- 
ence of a pensióri fund for municipal employees but 
none in the commercial field. I hope they may help. 


- Yours faithfully, 
CITY TREASURER. ' 


Development Values 


Sir, – I have a number of cases where the amount of 
the development value to be received has to be 
credited to profit and loss account (such as builders’ 
ration for estate developers), and these may in some 
cases exceed £20,000. If such is received in 1953 and 
has all to be brought into account in that year, it may 
well be that practically the whole amount will have 


to-be paid away in income-tax, profits tax and excess 


profits levy in the case of a company, or income-tax 
and sur-tax in the case of an individual. Is there any 
provision in the Income Tax or Finance Acts which 
would allow such a receipt їо be spread? I have in 
mind the provisions of Section 238 relating to sur-tax. 
Yours faithfully, - —— 

x CONTENTIOUS. 


[We know of no such provision. It is noteworthy that, 
for excess profits levy purposes, a deduction, which is 
not reasonably and properly attributable to the 
accounting period can be spread (Finance Act, 1952, 
Ninth Schedule, paragraph 10). – Editor.] 


NOTICES 


Obituary 
WILLIAM ANNAN, M.A., C.A, F.C.W.A. 

We have learned with regret of the recent death at his 
home in Edinburgh of Professor William Annan, 
M.A., C.A., F.C.W.A., a partner in the firm of Graham, 
Smart and Annan, Chartered Accountants, of 
Edinburgh and London, and a former Professor of 
Accounting and Business Method at Edinburgh 
University. 

Professor Annan, who was in his eightieth year, 
served his articles with Messrs Barstow and Millar, 
Chartered Accountants, of Edinburgh, and was 
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admitted a member of the Society of Accountants in 
Edinburgh in 1897. For a number of years after 
qualifying, Professor Annan remained with Messrs 
Barstow and Millar until he took charge of the 
accounting of the Edinburgh manufacturing concern 
of Scott Morton & Tynecastle Co Ltd, of which he 
later became chairman. In 1906 he commenced in 
practice on his own account and a year later he 
joined the firm of Messrs Graham and Smart to 
constitute the firm of Graham, Smart and Annan. 

In 1927 he was appointed to "ће Chair of Account- 
ing and Business Method at Edinburgh University, 
where his wide experience as a practising accountant 
was a considerable asset in his successful oceupancy 
of the chair, from which he retired — through the 
age-limit —in 1943. He was President of the а 
tered Accountants Students’ Society of Edinburgh 
from 1902 to 1906; and after serving as a member of 
the Council of the Society of Accountants in Edin- 
burgh, he was elected President of the Society 
in 1939. 

A Fellow cf the Royal Society of Edinburgh, 
Professor Annan was a past director and vice- 
president of the Edinburgh Chamber of Commerce 
and held various company directorships. He was a 
member of Bruntisfield Links Golfing Society and 
of Muirfield Golf Club. 


The Royal Commission on the Taxation 
- of Profits and Income. 
The Minutes cf Evidence for ‘Tuesday, June 24th, 
1952, the eleventh day of public hearings, are now on 
sale at H.M. Stationery Office, price rs 6d, plus 
postage. Evidence on that day was given on behalf of 
the Council of the Stock Exchange.. 


The Corporation of Secretaries Ltd 
At a recent extraordinary general meeting of members 
of The Corporation’ of Certified Secretaries Limited 
(By Guarantee), the following resolution, changing 
the name of the Corporation, was passed by an over- 
whelming majority: 

‘That with the consent of the Board of Trade the 
name of the company be changed to The Corpora- 
tion of Secretaries Limited.’ 

A certificate to this effect has now been issued by the 
Registrar of Companies. 


Office Management Association 
GLASGOW AND West or SCOTLAND BRANCH 
Mr James G. Mair, C.A., А.5.А.А., F.H.A., Treasurer of 
the Western Regional Hospital Board will speak on 
‘Stock records and control’ when the Glasgow and 
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West of Scotland Branch of the Office Management | 
Association holds its second annual one-day confer- — 
ence on October 14th at the Ca'doro Restaurant, ^ 
Glasgow. 

The morning session of the. conference will be 
devoted to an exhibition of office machinery and 


equipment, and Mr Mair’s paper at the afternoon , 


session will be followed by open discussion. At the 
conference luncheon the speaker will be Mr G. M. 
Guthrie, of British Drug Houses Ltd. 


The Nottingham Chartered Accountant 
Students’ Society 


At the fortieth annual general meeting of The 


Nottingham Chartered Accountant Students’ Society, м; 


the following officers and committee were elected for 
1952-53: 

President: Mr С. W. Bingham, F.c.a. 

Vice-President: Mr J. B. Burnie, F.C.A. 

Chairman of Committee: Mr O. V. Black, A.C.A. 

Hon. Secretary: Mr P. J. WALKER, c/o Messrs Hubbart, 

Durose & Pain, 9 Low Pavement, Nottingham, 

Hon. Asst. Secretary: Mr J. G. Craig. 

Hon. Treasurer: Mr E. N. Jackson, A.C.A. 

Hon. Librarian: Mr G. F. Pepper. a oia 

Hon. Auditor: Mr E. R. Hill, A.C.A. . 

Committee: Miss S. Mack; Messrs C. J. Anderson, M.A., 
J. B. Cleland, R. J. Foot, M. A. Foulds, G. L. Gilks, 
Р. R. Hannah, E. H. Hill, M. G. Gisborne, R. А. G. Kidd, _ 
R. C. Smith, B. W. Sutherland, P. A. Taft. 


The Preston and District Chartered 
. Accountant Students! Society 


At the annual general meeting of The Preston and 
District Chartered Accountant Students' Society, the 
following officers were elected for the year 1952-53: 


President: Mr D. С. Bee, Е.С.А. 

Vice-President: Mr W. Hare, M.A., 

Hon. Secretary: Mr D. А ps Chapel Street, 
Preston. 

Hon. Assistant Secretary: Mr P. A. Sears. 

Hon. Treasurer: Mr D. L. Seed. 

Hon. Assistant Treasurer: Mr R. B. Holden. 


Recent Publications | a 


Taxation Key To INcome Tax AND Sur-Tax, edited by ~ 
Ronald Staples. 222 pp. 54 X 81. 7s ба net, 75 9d post free. 
Taxation Publishing Co Ltd, London. 

An ELEMENTARY MANUAL oF Statistics, Seventh Edition 
by Sir Arthur Bowley, C.B.E., SC.D. ix-- 300 pp. 8$ X 54. 
105 net. MacDonald & Evans Ltd, London. . 

CONSEQUENTIAL Fire Loss INSURANCE IN THE UNITED 
Кімсром AND Елве, by Lyndesay M. Currie. 178 pp. 
84x 54. 21s net, 215 6d post free. Gee & Co (Publishers) 
Ltd, London. 

Tax Cases REPORTED UNDER THE DIRECTION OF THE BOARD 
or INLAND REVENUE. Vol. XXXII, Part IV (pages 159 
210); Part V (pages 211-262); Part VI (pages 263—310); 
Vol. XXIX, Part X (pages 467-523). 9$ X6. 1s od per 
part. H.M. 5. O., London. 
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MIGRANT COMPANIES 
MORE RELAXATIONS 


HE Treasury have announced further relaxations of the 
provisions of Section 468 of the Income Tax Act, 1952, 

the now notorious section which prohibits company 
migration and similar activities without Treasury consent. The 
relaxations take the form of general consents made pursuant to 
subsection (4). They are reproduced on page 283 of this issue. 
Earlier general consents appeared in our issue of August 11th, 1951. 
The new relaxations were foreshadowed by the CHANCELLOR 
OF THE EXCHEQUER on May 28th last during the Committee stage 
of this year's Finance Act. He said then that it was proposed to 
issue two new general consents. Firstly, application for individual 


. consent would be dispensed with where it was proposed to form 


a new subsidiary company in some part of the Commonwealth 
or the Colonies for the purpose of starting a new industrial 
activity there. The second general consent would relate to bona 
fide sales of land — such as a tea or rubber estate — for full con- 
sideration to an entirely independent purchaser. 

The actual text of the first of these general consents follows 
closely the words of the CHANCELLOR. A non-resident company 
incorporated after 1951 will be automatically entitled to issue 
shares and debentures, notwithstanding Section 468 (1) (c), 
provided that the company is to start ‘a new industrial activity’ 
in Commonwealth territory in which it is resident. 

The second general consent, in its full text, follows the Finance 
Act tradition a little more closely by combining, with its vague- 
ness, some highly involved wording. It applies, not.to the sale of 
land as such, but to the sale of 'a business or part of a business' 


by a resident company to a person not resident — a sale which 


is normally caught by Section 468 (1) (b). The sale must comply 
with five formidable conditions, the most Бре of which 
is perhaps condition (d), namely, that 

‘the buyer of the business or part of the business has no interest in 

the business of the seller, and the seller has no interest in the business 

of the buyer’, — 
Neither could be said to satisfy this condition at the time of the 
transfer. The taxpayer who takes advantage of these general 
consents will run some risk of incurring heavy penalties through 
misinterpretation. Probably the majority will take the safer 
course of continuing to obtain individual consents. 

We have already referred, in a leading article in our issue of 
August 11th, 1951, to the undesirability of this. kind of law- 
making. The CHANCELLOR has implied that because there were 
only two unsuccessful applications in 300, Section 468 did not 
constitute any interference with legitimate business transactions. 
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THE FINANCE ACT, 1952—IX 


Transfer of Section 22 Allowances 


ECTION 22 (3) deals with the case of a con- 
у who disposes of the whole of his 
interest in the source in question to a person 
who buys it for the purpose of a trade to be carried 
on by him which consists of or includes the work- 
ing of that source. It provides for the transfer of 
the Section 22 allowances-similar to the transfer 
of agricultural allowances under Section 314 (4) 
of the Income Tax Act, 1952. However, one 
important difference is that the year of assess- 
ment for which the allowance is apportioned 
between buyer and seller is not necessarily the 
year in which the sale takes place; it is the year 
in the basis period for which the sale takes place, 
that is the seller’s basis period, not the buyer’s. 
By the time the sale takes place the seiler’s 
basis period may have changed, either as a result 
of a change in his accounting date or because his 
trade is permanently discontinued. Notwith- 
standing any such change in the seller’s basis 
period in relation to the last nine of the ten 
relevant years, the ten relevant years will remain 
unchanged. The buyer’s basis period will be 
immaterial for this purpose — until he in turn 
sells the interest, as to which see below. It is to 
be observed that the sale need not be a sale of 
a going concern. 

For the assessment year for which the allow- 
ance is apportioned, the seller receives that 
proportion of the full year's allowance which the 
part of his basis period before the sale bears to 
the whole of that basis period. The buyer receives 
the balance of the allowance for that year, and 
also the full allowance for any of the ten relevant 
years that remain. 

The subsection provides that in relation to the 
relevant years the buyer is to be treated as if 
he incurred the expenditure. Consequently any 
sale by him before the allowances have all been 
given.will bring the subsection into play again, 
and so on for each subsequent sale. 


'Transfer of Part of Section 22 Allowances 


Section 22 (4) applies Section 22 (3) to a sale of 
an interest in part of the source, with the modi- 
fication that it is to apply only to such part of 
the expenditure as is ‘referable’ to that part of 


the source. The expenditure, and consequently the 
allowances, are to be apportioned accordingly. 


Example 6 : 

A. Ltd carries on, inter alia, a mine in Ruritania 
and is assessed under Case J of Schedule D. It 
makes up accounts to June 3oth each year. On. 
July ist, 1952, A. Ltd contributes £1,000 to the 
local authorities towards the cost of a public 
electricity supply to its employees at the mine. 
On July 31st, 1954, it sells the whole of its interest 
in the mine to B. Ltd (which is likewise assessed 
under Case I of Schedule D) but carries on its 
other business, 

The Дт,ооо contribution falls into the basis 
year ended June 30th, 1953, and therefore the 
first year of allowance is 1954-55. The allowance 
is {100 for each of the ten relevant years 1954-55 
to 1963-64. inclusive. The sale falls in the year 
ended June 3oth, 1955, which is the seller's then 
basis period for the year 1956-7. £ 

A. Ltd receives, 1954-55.. 100 

1955-56.. 100 
1956-57 . one-twelfth of 


£10 
B. Ltd receives, 1956-57, einen ан 
offio0 | .. 92 
and {100 for each of the subsequent seven years. 


Application of Section 22 Allowance to 
Profits Tax А 

As stated, Chapter ПІ of Part X of the Income 
Tax Act, 1952, is now to have effect as though 
Section 22 were contained in it. The allowances 
in that Chapter were formerly contained in the 
Income Tax Act, 1945. This Act is referred to 
in paragraph 1 (1) (b) of Part I of the Eighth 
Schedule to the Finance Act, 1947, which had 
the effect of extending the Income Tax Act, 
1945, allowances to profits tax (with certain 
modifications). Although the Income Tax Act, · 
1945, was repealed, as from April 6th, 1952, by 
Part I of the Twenty-fifth Schedule to the 
Income Tax Act, 1952, and was re-enacted in 
that Act, Section 531 (1) of that Act provides 
that: 

‘the continuity ‘of the law relating to income-tax 

and the profits tax shall not be affected by the 

substitution of this Act for the enactments men- 

tioned in the Twenty-fifth Schedule to this Act.’ 

Section 531 (1) (b) in effect ensures that the 
reference in the Finance Act, 1947 (which 
remains unrepealed), to the Income Tax Act, 
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1945, shall extend to the corresponding provi- 
sions of the Income Tax Act, 1952. | 

The above is sufficient to extend to profits 
tax the allowances provided for by Sections 20 
and 21 of the Finance Act, 1952, since these 
allowances existed in the Income Tax Act, 1945. 
However, Section 22 introduces an entirely new 
kind of allowance which would not be covered 
by the above provisions. As it is intended to 
apply the new allowance to profits tax, this is 
done by Section 22 (7) which adds a paragraph 1 
(x) (e) to Part I of the Eighth Schedule to the 
Finance Act, 1947, to the effect that the Schedule 
extends to allowances under Section 22. 


Section 23: Expenses of Unsuccessful 
Patent Applications 

Section 23 slightly extends the scope of 
Sections 139 and 320 (1) of the Income Tax 
Act, 1952. Section 139 deals with fees paid and 
expenses incurred in obtaining (for the purposes 
of a trade) the grant of a patent, an extension of 
the term of the patent, the registration of a 
design or trade-mark, the extension of the period 
of copyright in a design, or the renewal of 
registration of a trade-mark. It permits the 
deduction of all these. sums in arriving at the 
profit of the trade, notwithstanding the prohibi- 
tion in Section 137 of the deduction of capital 
expenditure. Section 320 (1) deals only with 
fees and expenses 'in connexion with the grant 
or maintenance of a patent or the obtaining of an 
extension of a term of a patent’, where the person 
incurring the expense is not carrying on a trade 
and therefore cannot deduct it in arriving at 
profit. Section 320 (1) grants him an allowance 
of the expense for the year of assessment in 
which it is incurred. This allowance may be set 
off against his patent income, being carried 
forward if necessary, or can be set off against 
his other income in the year of allowance. 

The Revenue have been arguing that where an 
application for a new patent is rejected or 
abandoned, the expense is not within Sections 
139 or 320 (1), and have refused relief accord- 
ingly. Section 23 reverses this practice by pro- 
viding that those provisions shall have effect 
notwithstanding that the application for the 
patent was rejected or zbandoned. 


Section 24: Future Patent Rights 
Patent rights are one of the subjects of Section 
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24 also. That section, inter alia, provides that 
Part II of the Sixth Schedule to the Finance 
Act, 1952, is to have effect in relation to allow- 
ances, deductions and charges under Chapter V 
of Part X of the Income Tax Act, 1952, in 
respect of patent rights. 

The Inland Revenue have refused to grant 
allowances under Chapter V in respect of ex- 
penditure on the acquisition of patent rights if 
the expenditure was incurred before the patent 
was granted and the application for the patent 
was subsequently rejected or abandoned. One 
would have thought that if successful expenditure 
earned an allowance, a fortiori abortive expendi- 
ture ought to do so. Paragraph 16 of Part II of 
the Sixth Schedule now reverses the practice in 
respect of expenditure incurred after the com- 
mencement of the Act (July 9th, 1952). If the 
expenditure gives the right to acquire patent 
rights in the future, as respects an invention 
which has not yet been patented, the expendi- 
ture is deemed, for Chapter V purposes, to be 
expenditure on the purchase of patent rights. 
If the patent rights are in fact subsequently 
obtained, the expenditure is deemed to have 
been incurred in purchasing them. The paragraph 
merely ensures a common-sense interpretation to . 
the provisions as they already stood. 

Paragraph 16 (2) contains the corollary that 
expenditure within paragraph 16 (1) is to be 
deemed to be the proceeds of a sale of patent 
rights in the hands of the recipient. 


Sale of Part of Patent Rights 


In CJ.R. v. West, etc. ([1950] 31 Т.С. 402; 
29 A.T.C. 217) the Court of Session held that 
the sale of a share in a ship was not the sale of 
plant within what is now Chapter II of Part X. 
'This decision has given rise to legislative reper- 
cussions not only in relation to machinery and 
plant, which are dealt with anon, but also in 
relation to the provisions dealing with patents. 
Paragraph 17 of the Sixth Schedule now provides 
that in the case of a sale, after the commencement 
of the Act, of part of patent rights, Section 318 
of the Income Tax Act, 1952, is to apply as 
though the sale was a sale of patent rights. 
Section 318 is the section which provides for a 
charge to tax on the seller in respect of the 
proceeds of sale. 
(To be continued.) 
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FOREIGN INCOME 


LIABILITY TO TAXATION 
by T. J. SOPHIAN 


HE diadon of the House of Lords in 
i CLLR. v. Gordon (31 A.T.C. 165): affirms 
the principles of such cases as Hall v. 
Marians (14 АЛ С. 424; 19 T.C. 582) and Wild v. 
King Smith (20 A.T.C. 197; 24 T.C. 86) as to 
liability to tax in respect of foreign income. In this 
case the respondent had an account with a bank 
in Colombo into which was paid the income which 
he earned abroad. On a visit to this country, he 
obtained from the London office of the bank an 
overdraft, and arranged for its transfer to the 
Colombo bank to be there discharged out of the 
moneys in his account. 


Essentials for Taxability of Foreign 
Income 
In order that foreign income should be taxable 
here, inter alia, it is necessary to show that the 
income has reached this country in one form or 
other. For this purpose the money must have been 
derived from one or other of the following sources: 
(1) remittances payable here; (2) property imported 
here; (3) money or value arising from property not 
imported; (4) money or value so received on credit 
or on account in respect of (1), (2) or (3). 
The Housé of Lords in the Gordon case applied 
· the principle of Hall Ф. Marians and held that 
the foreign income had not been remitted to this 
country, so that (1) did not apply, and the case 
did not fall within (2), (3) or (4). 


Transfer of Overdraft to Bank Abroad 
The only difference between Hall v. Marians 
and the Gordon case appears to be that while in 
the latter, the particular arrangement as to the 
transfer of the overdraft was expressly made at 
the time when the overdraft was obtained, in the 
former that arrangement was not made till later. 

In Hall v. Marians, the taxpayer had an 
account with a bank in Colombo into which was 
paid the profits of the business carried on there. 
When the overdraft was originally obtained from 
the bank in this country, it was anticipated that 
moneys might be earned here which would enable 
that overdraft to be discharged, but that hope not 
being realized, an arrangement was subsequently 
made for the transfer of the overdraft to the bank 
abroad, and for its discharge there. 

It appears that the overdraft was discharged by 
the sale of securities into which the profits of the 





1 See The Accountant, May 24th, 1952, p. 551. 


business carried on abroad had been converted. 
There, too, it was held that the taxpayer could 
not be made liable to tax in the circumstances. 


Transfers with Express Object of 
Avoiding Tax 
'The case of Wild v. King Smith is also somewhat 
similar. There the respondent was entitled to a 
pension abroad, the pension being paid into his 
current account with a New York bank. 'The 
respondent arranged with the London branch 
of the bank for quarterly advances, his account 
here being credited with the amount of these 
advances. It was part of the arrangement that at 


Ње end of each quarter the loans made to him 


at the beginning of that quarter should be trans- 
ferred to the New York bank, where it would be 
discharged by the debiting of his current account 
there with the amount of the loan. 

Moreover, the.arrangement was made, not only 
at the time of the advance, but also, it appears , 
expressly with a view that the pension should not 
attract United Kingdom tax, and it was held that 
these facts did not distinguish the case from 
Hall v. Martans. E 

Reverting now to the decision in thé Gordon 
case, it is interesting to note that the House of 
Lords considered that while the foreign income 
was received abroad in Ceylon, what in fact was 
received in London was an advance of capital. 
These advances could not be said to be made on 
credit, or on account, or in respect of, the income 
in Ceylon, since in a sense the parties expressly 
arranged that the debt should be discharged in 
Ceylon. When the advance made here was 
repaid out of the money in the Colombo account, 
the rupees applied there in repayment became 
the property of the bank in Colombo; and even 
if one were to assume that the rupees were 
remitted to London, the title thereto had already 
been altered before the money came to this 
country, since the rupees were now the property 
of the bank in Ceylon and no longer the poeu 
of the assessee. 


Effect of Alienation Abroad of Foreign 
Income 
In other words, on this point the House of aris 
applied the principle that if income is already 
alienated abroad to a third person, then the 
person who was the original owner of that income 
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-cannot be made liable to United Kingdom tax 


should that income eventually reach this country. 
Thus in Carter v. Sharon (15 A.T.C. 122; 
20 T.C. 229) the respondent, who was an 
American citizen not domiciled in the United 
Kingdom, made arrangements for the payment 
of an allowance to her daughter in England, the 
allowance being paid in the following manner. 
The respondent's agent drew upon the res- 
pondent's banking account in the United States, 
and with the proceeds of the cheque purchased 
from a company in San Francisco a banker's draft, 
a cheque on Barclay's Bank chief foreign branch 
in London, payable to the order of the daughter. 

This draft was then posted in San Francisco 
to the daughter in England. The Court held 
that these sums were not sums which the res- 
pondent received or was entitled to receive, and 
that they were accordingly not liable to tax. The 
reason for this decision, it is to be stressed, was 
based on the fact that under Californian law the 
gift of the allowance to the daughter was complete 
at the very latest at time of the posting of the 
draft in California. The gift accordingly was 


: complete before the money reached this country, 


and it was not still revocable and incomplete. 
It is this factor which distinguishes such cases 
as Carter v. Sharon from decisions. such as 
Timpson’s Executors. v. СІР. (15 A.T.C. 1; 
20 T.C. 155). 
` This case in fact well illustrates the advisability 
of a complete alienation abroad of the foreign 
income before it reaches this country. In that case 
an American resident here was entitled to income 
under an American trust fund. She made certain 
voluntary allowances to her children here. For this 
purpose the American trustees at times obtained 
from a New York bank sight drafts drawn on a 
London bank, and at other times drew sight drafts 
in sterling on their London correspondents. The 
drafts were enclosed in letters, which were ad- 
dressed directly to the children or their banks here. 
The trustees, upon dispatching the drafts, debited 
the mother’s account with the equivalent in dollars. 
It was held that, although there was no receipt 
of the money here by the mother, the mother 
nevertheless was ‘entitled to’ the money on its 
arrival here. It could not be said that there was 
any assignment or trust of the money taking 
place abroad in favour of the children, and as 
the children had no title to the drafts until they 
had been actually cashed here, the mother was 
to be regarded as being ‘entitled to’ the money 
upon the arrival of the drafts here. It would 
accordingly appear from this decision that, had 


THE ACCOUNTANT 


261 


there been an assignment or the creation of a 
trust abroad in respect of the money in favour of 
the children, then the mother would not have been 
chargeable to tax in respect of these sums. 


Investment. Abroad of Foreign Income 
Where a person resident here would be chargeable 
to United Kingdom tax in respect of foreign 
income if it was remitted here, or where the 
case comes within any of the circumstances (2), 
(3) or (4) referred to above, then liability to tax, 
it seems, cannot be avoided by the investment of 
the income abroad, into securities or some other 
form of ‘capital’. For the investment abroad of 
foreign income by a person resident here cannot 
alter the nature of that income. It still remains 
‘income’, whether it retains its original form or 
not. (Scottish Provident Institution v. Allan 
(4 T.C. 490, por Scottish Provident Institution 
v. Farmer (6 T.C. 34). 

Thus in Walsh v. Randall (19 A. T.C. 92; 
23 T.C. 55) the appellant, who was resident here, 
instructed his bankers in India to sell some 
Indian securities into which portions of his 
Indian income had been invested, and to transfer 
out of the proceeds £10,000 by draft in favour of 
an English hospital, to which he was making a 
donation. It was held that the foreign income had 
thereby been remitted to the appellant here and 
that he was accordingly liable to tax in respect 
of such remittance. 

Whether, however, a time-lag between the date 
of the arising of the foreign income abroad: and 
the date of its ‘remittance’ here may be sufficient 
to alter the nature of the income abroad and to 
convert it into capital, is a difficult question. 
To take an example: if a person resident here for 
a number of years has securities abroad, which 
represent thé present-day investment of foreign 
income earned abroad more than, say, thirty 
years ago, and which may have been invested 
and reinvested over and over again, is it to be 
said that the remittance here of the proceeds of 
sale of those investments nevertheless constitutes 
а. remittance of income and not of capital? (See 
Patuck v. Lloyd ([1944] 23 A.T.C. 357).) It is 
submitted, not, and that the remittance here 
would be a remittance of capital. 

On the other hand, if foreign income has 
arisen abroad at a time when the person to whom 
it has arisen was not resident here and was not 
assessable to United Kingdom tax in respect of 
it, then the subsequent remittance here of the 
income, whether or not in its original form, to 
such a person, cannot, it seems, render it liable to 
United Kingdom tax. 
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NORTH AMERICAN COMMENTARY—XXXVI 


Current Accounting Opinions in the United States and Canada | 


by KENNETH F. BYRD, M.A., В.Ѕс.(Есоп.), A.C.A., C.A.(S.A.) 
Professor of Accounting, McGill University, Montreal 


Journal of Accountancy, New York, Tune 
IGURES quoted by the President as 
Е for his seizure of the steel 
companies are examined by the editorial. 
It appears that the so-called profits of 
$2,500 million, equivalent to $19:50 per ton of 
steel produced, are almost three times the actual 
net income after Federal tax deduction. The 
$19:50 seems to have been found by dividing the 
total net inccme before taxes by the number of 
units of steel produced, though substantial 
amounts of the income of some companies were 
from activities other than steel-making. The 
editorial concludes that, in making such decisions, 
the Government should not, as umpire, attempt 
to do its own fact-finding but should rely on ac- 
counting data provided by independent experts. 


Uniform. oa ane. Experience for 
Following the agreement а at for complete 
uniformity cf Certified Public Accountants’ 
examinations throughout the United States, a 
major attempt is to be made at achieving uniform- 
ity of educational and experience requirements 
for the C.P.A. certificate. Representatives of the 
American Institute of Accountants, the Associa- 
tion of C.P.A. Examiners, the American Account- 
ing Association, and the American Association of 
Collegiate Schools of Business have met to 
organize a commission for this purpose. The 
Council of the American Institute has adopted a 
budget appropriation to finance the scheme and 
its editorial staff will assist in research. The 
editorial cites numerous problems which will 
have to be settled, such as whether a college 
education should be made a prerequisite for the 
C.P.A. certificate, whether a four years’ bachelor’s 
degree should not be followed by advanced study 
in a professional school, and so on. It comments 
that the commission’s chief task will be the 
recommending of a goal, whether it takes ten, 
twenty or thirty years to reach. 


‘Profits’ for Profit-sharing 
Noting that the principle of profit-sharing seems 
to be gaining ground the editorial draws attention 
to important accounting questions as yet un- 
answered. Does a profit-sharing contract give 


employees a voice in the determination of profits? 
Could a company change from FIFO to LIFO or 
alter its depreciation method without its employ- 
ees’ consent? The Council of Profit-sharing 
Industries is said to recommend a definite 
explanation as to how profits to be shared are 
defined, but to make no reference to provision 
for change of accounting principles. The editorial 
remarks that employees would almost essentially 
need as much financial information as the stock- 
holders, and that any agreement might include a 
stipulation for certification of the profits by a 
certified public accountant. 


The Auditor and Small Business 

Dr Leo Herbert, Professor of Accounting, 
Louisiana Polytechnic Institute, discusses the 
question of independence in the case ofthe auditor 
who both writes up, and audits, the accounts of 
a small business. He says that the American 
Institute's committee on auditing procedure con- 
siders such an accountant to be not necessarily 
lacking in independence, so that he may still 
express an opinion on the financial statements. 
While the committee stated that it had reached 
no decision as to whether the fact of the account- 
ant's having kept the books should be disclosed, 
a substantial majority was inclined to think such 
disclosure unnecessary if the accountant properly 
considers himself independent. 


Qualified Report 
In Current Accounting and Auditing Problems, 
edited by Carman G. Blough, the accountant's 
report on the September 30th, 1950, financial state- 
ments of the American Pulley Co is quoted for its 
‘unusually clear and concise language’. The 
report states that provisions for inventory price 
declines and future economic developments have 
been reflected in the cost of products sold. It 
quotes the understatements of net income for 
I950 and 1949 respectively as $63,608.17 and 
$70,510.46, stating that this treatment 'is not in 
accordance with generally accepted accounting 
principles’. 
Expense Control in Department Stores 


Mr H. G. Crockett, senior partner, McKinsey 
& Co, New York, notes that department stores 
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have lagged behind industry in adopting scientific 
methods and equipment, largely because mana- 
gerial emphasis has fallen on merchandising. He 
discusses the problem of greater decentralization 
so that managers could be made responsible for 
the net operating profits of their departments. 
He would have the controller one of the key men 
in management, furnishing all divisions with the 
facts needed for efficient operation. Department 
stores, he concludes, with higher wage levels, are 
finding tremendous opportunities for operating 
expense reduction by applying modern techniques. 


The Controller, New York, Fune 
The Status of Controller 

The National Industrial Conference Board is 
reported to have made a recent study of the 
duties of financial executives. It finds that today 
the financial department takes a much more 
active role in the company’s operations than it 
did several decades ago, and it stresses the rise 
in the status of controller. While several com- 
panies are said to have set up a separate con- 
troller’s section in the past ten or twelve years, 
others have not yet divided the functions of 
treasurer and controller, the treasurer remaining 
the top financial man. The controllership function 
of developing and interpreting control informa- 
tion is now, says the study, performed in almost 
every financial department in industry, but some- 
times the controller is responsible only to the 
president or board of directors while in other 
cases he is-merely a member of the treasurer’s 
staff. The treasurer is generally one of a group of 
executives dealing with fiscal policies and prob- 
lems and he is often subordinate to the vice- 
president for finance. He is typically one of the 
board of directors but this is not always the case 
with the controller. 


N.A.C.A. Bulletin (National Association of Cost 
Accountants), New York, Tune 
The Accountant and Market Development 

In one of several articles dealing with different 
aspects of managerial accounting, Mr J. S. 
Ebright, Treasurer, Agricultural Laboratories 
Inc., and Controller, Detergents Inc., Columbus, 
Ohio, charges accountants with having failed to 
see that there is much to do for management in 
developing analyses of where to get more sales. 
He urges that variances from standards of sales 
effectiveness can and should be brought to light 
and evaluated, just as in plant production. Illus- 
trating from his own company he shows how a 
sales potential determined for the whole country 
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is apportioned over the wholesale trading areas 
throughout the country, thus providing yard- 
sticks for measuring actual attainment in each 
area. Charts are used to reveal the weak areas 
on the basis of a sales performance index, with 
company average representing 100 per cent. 
Selling costs are not forgotten. Analyses of each 
salesman's time and expense determine whether 
he is planning his work properly. Mr Ebright 
regards tlie accountant as having an opportunity, 
limited to a select few, of viewing operations as a 
whole and thus telling management where it can 
turn to increase sales volume with the lowest 
increase in costs. 


Cost and Management, Hamilton, Ontario, June 
Increment Costing 

Fixed cost factors act as a smoke-screen to confuse 

and mislead management, says Mr W. J. Elliott, 

manager, Cost Department, Ford Motor Co of 

Canada Ltd. He emphasizes that it is the cost 

differences that matter to management, the 


‘increment costs which follow any alternative 


course of action. Thus the Ford Motor Co has 
been stimulated by today's economic needs to: 
seek varied applications of increment cost to the 
complex problems of industry. Management 
needs the improvement and development of new 
costing techniques to meet the challenge of 
inflation. 


The New York Certified Public Accountant, 
New York, June 

Savings Institutions now subject to Federal 

Income Tax | 

Mr Matthew F. Blake, c.p.a., tells how the 
Revenue Act of 1951 opened a new chapter for 
savings banks by making their profits taxable, the 
normal rate being 30 per cent, with an additional 
sur-tax rate of 22 per cent where net income 
exceeds $25,000. Also net long-term capital 
gains have been made subject to the capital gains 
rate of 26 per cent, but savings banks are still 
exempt from excess profits tax. Mr Blake points 
out the wide gap between accounting for income- 
tax purposes and savings bank accounting, for 
the former determines taxable profits primarily 
by comparisons with cost whereas the accepted 
principles for savings bank accounting call for 
rapid write-downs from cost to or below market 
value. He considers that banking houses will need 
to keep separate records for income-tax purposes, 
the degree of difference from the normal records 
being greater for them than for any other category 
of taxpayer. = 
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MECHANIZED ACCOUNTING — III 


A SURVEY OF PRE-INSTALLATION FACTORS 
by R. GLENDINNING, M.A., C.A., F.C.W.A. | 


The two previous articles in this series were by Mr R. Robert, А.С.1.5., and traced 

the history of accounting machines. In this article, and those to follow, Mr 

Giendinning surveys the factors to be considered when mechanization is being 

contemplated, and indicates some of the commoner uses to which present-day 
equipment can be put. 


notably textiles — there are still shortages 

of labour of all kinds. Naturally, therefore, 
more attention is being given to the possibility of 
using mechanized methods of accounting to com- 
pensate for shortages in clerical staff. This is true, 
not only of the large industrial concerns in which 
already some degree of mechanization exists — 
naturally so since the degree of repetitive working 
invites it — but also of smaller units where pre- 
viously the possibility of mechanization has not 
been even remotely considered. 

The purpose of these articles is, therefore, to 
stimulate thought on the subject, but not how- 
ever to suggest t particular fórms of mechanization 
which can be applied generally. 'The individual 
requirements of each concern must be assessed 
separately; consequently the methods described 
later represent examples of possible applications 
only. Moreover, in the comparatively short 
space available, only a somewhat superficial review 
of mechanization can be undertaken. Mechanical 
accounting is fairly specialized work and to 
become even reasonably cenversant with it, in all 
its: forms, would require much time and effort. 
Fortunately there are now a number of admirable 
text-books on the subject (before the war there 
were remarkably few), which should be consulted 
by those requiring information in detail. 


Е, in the case of certain industries — 


American Practice 
Because of Britain’s present need to make the 
best use of the human resources available, it is 
worth while considering for a moment American 
experience. The danger arising from the numer- 
ous reports issued by the Anglo-American 
Council on Productivity is the too facile tendency 
to assume that American methods ‘can easily be 
copied here where conditions are so different, 
but it is nevertheless worth mentioning what the 
Management Accounting team found in their 

examination of American practices. 
The team found, as others did in the case of 
manual operations, that much work is done by 


semi-skilled employees. (‘It is unusual to find 
highly-skilled clerks. Procedures are simplified 
in order to reduce the training period for staffs 
who are expected to be reasonably versatile, being 
assisted as much as possible by means of equip- 
ment. The report states: 

‘To British eyes the provision of auxiliary office 
equipment, such as calculating machines, address- 
ing machines and typewriters, seemed lavish. How- 
ever, much loss of time is avoided because docu- 
ments do not have to travel to and from calculating 
‘sections. The opinion was expressed that an invest- 
ment of some £250 per clerk was justified. It is 
expected that the cost of any additional office 
machinery will be covered by the savings. in 
salaries, within two years. By law the minimum 
wage in the United States is $30 per week. ` 

As an example of the extent of office mechaniza- 
tion, the team found in some organizations that 
a clerk had both a calculating machine and a type- 
writer by his side. 


Economics of Mechanization 


If the psychological and social factors involved 
are overlooked for the moment, the purely 
economic issue can be simply stated. 

A clerk earns, for example, £400 per annum. - 
A typewriter costs, say, £50. Its annual cost is 
£10, made up of £5 for depreciation based on a 
ten-year life, and £5 for repairs. The purchase 
of the machine is therefore justified if 1/40th of 
the clerk's time is saved, i.e. one hour per weck. 
All that remains is for the saving of time to be 
correctly assessed. If in addition, however, some 
of the work of the clerk concerned consists of 
writing out in longhand – -not an uncommon 
practice – information which has then to be 
transcribed by a typist, the typist's time for 
transcribing is also saved. 

The same principle applies, of course, to 
calculating machines. If one costs £200, the 
annual cost for depreciation is £20 on a ten years’ 
life basis with, say, another £10 per annum for 
servicing and maintenance, totalling £30 annually, 
this only requires a saving of 30/4ooths of a 
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clerk's time or three hours per week to be 
justifiable. 

The real problem is how to decide where 
enough clerical work can be eliminated to justify 
the use of a machine. Unfortunately clerical work 
is not often uniform enough to be readily measur- 
able and, therefore, it is not easy to estimate how 
much purely automatic calculating or copying 


work there actually is. To do so requires careful . 


study of what exactly is being done, how it is 
being done and how long each operation takes. 
But because of the greater need to review all 
aspects of an organization in times of difficulty, 
it may be well worth while carrying out such a 
review at the present time. 

Once it is decided that the saving is possible 
and the equipment has been chosen, there still 
remain problems which are those largely of 
training and of organization. They are such as 
normally arise whenever any change in organiza- 
tion takes place. 


Choice of Equipment 

That many jobs can be performed mechanically 
more easily and efficiently than bv ordinary 
manual methods is beyond doubt. The real prob- 
lem lies in deciding what particular form of 
mechanical equipment is most suitable for each 
different organization whose circumstances and 
requirements are highly individual. In this con- 
nexion it must be remembered that, like machine 
tools, office machines comprise a wide range of 
equipment with greatly varying capabilities. 
Some are 'general purpose', being readily adapt- 
able to many different jobs. Others are com- 
pletely specialized, being suitable only for a 
narrow field of operations which they perform 
extraordinarily well. 

This distinction is most important, for the 
latter, like special purpose machine tools, may 
be economical only if fully employed. Special 
"steps must therefore be taken to see that the work 
load is sufficient to ensure full utilization of the 
equipment which accordingly is more suitable in 
large organizations where there is an adequate 
volume of specialized work. On the other hand, 
general purpose machines are particularly suit- 
able for smaller concerns, since they can be used 
for many different functions. To get the best 
results from either type, it is necessary to under- 
stand fully the possibilities and limitations of 
each. 

It may be helpful, therefore, to refer to a few 
practical steps which facilitate deciding on the 
most suitable equipment for the job. 

The general considerations to be borne in mind 
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are, of course, similar to those which apply in 
the case of any other form of capital equipment. 


. Unfortunately, whereas an engineer is probably 


accustomed to assessing the different capabilities 
of various machines, since he deals with so many, 
that is not often true of an accountant. To make 
the right choice a certain number of general 
points dealing with requirements should be 
covered. 


Studying Requirements 


The first is to study what exactly the equip- 
ment is required to do. Initially, it is desirable to 
tabulate all the jobs scheduled for mechanizing. 
Against this list there should be set out whether 
each of the various types of equipment available 
can do the work or not. It is, of course, important 
to have a complete list of all the jobs concerned, 
and also of all the possible types of machine, but: 
a particular machine should not be excluded from: 
consideration merely because it cannot do all jobs. 
originally considered necessary. | 

The next stage is to reconsider the field of 
requirements which should all be studied to see: 
whether what has been specified as necessary, 
really is. T'his means reviewing the purpose of 
évery document. The opportunity should be 
taken of examining closely the whole paper-work. 
system since so often documents continue to be 
prepared merely because they were once required.. 
At the same time there should be considered the 
possibility of producing other information, which. 
may bé just as suitable, than that at present 
prepared. 

Thirdly, the possibility of producing from one 
mechanical operation, information at present: 
separately prepared, should be considered. In 
this possibility, of course, lie the greatest advan- 
tages of mechanization. 

In other words, all possibilities which the form 
of information required and the methods of pro- 
ducing it, may take, must be comprehensively 
studied and weighed up. Thereafter, the infor- 
mation required must be re-scheduled showing 
the extent to which each machine meets these 
requirements, arranged in order of importance. 
'Those requirements which are not vital should 
be eliminated, thus narrowing the list down to 
facilitate the final decision. 


General Factors 


Over and above these factors bearing on the 
suitability of each machine for producing the 
information required, there are others to be 
considered, as follows: 
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(1) Capital cost 

The appropriate annual cost for depreciation 
should be assessed (and perhaps interest too, 
depending on the method of assessing financial 
cost in the particular organization concerned). 
High capital cost, of course, normally matters 
little; what does matter is the net annual cost of 
using the equipment. | 


(2) Maintenance cost 

This may be difficult to estimate. By contacting 
other users of the equipment, however, it may be 
possible to obtain this information. 


(3) Operating cost 

This includes the cost of power, staff, and 
stationery. While power is relatively unimportant, 
special stationery is usually necessary and staff 
may be relatively highly paid, depending on the 
equipment concerned. 


(4) Flexibility 

Other things being equal, it is better to have an 
accounting machine which can do other jobs if 
necessary. Flexibility is, as indicated earlier, 
particularly valuable for small and medium-sized 
concerns, where the volume of work of the same 
type is limited. It is obviously advantageous also, 
if a possible future development can be provided 
for, without undue sacrifice of present efficiency. 


(5) Ease of operating 

There are sometimes considerable differences in 
the ease of operation in different forms of equip- 
ment. It is also easier to obtain staff trained on 
the more common types of machine. In regard to 
such there is obviously less danger of difficulty 
in an emergency. 


(6) Quantity and quality of output 

These both should be taken into account. 
Quantity is dependent on ‘feeds and speeds’ (to 
make a further reference to mechanical engineer- 
ing), while quality is partly a matter of stationery, 
type of print, suitability for duplicating, liability 
to develop faults spoiling the stationery, etc. 
The speed of operation is not necessarily that of 
the machine: if it is fed or tended by an operator, 
the latter’s speed will, in fact, determine the 
effective speed of the equipment. The speeds 
sometimes claimed by the machine manufacturer 
may be correct, regarded in isolation, but very 
often the operator cannot maintain a correspond- 
ing level of effort: Also due allowance in time for 
‘setting-up’, ie. changing over from опе job to 
another, particularly with machines using adap- 
tors which must be changed, should be made in 
assessing quantity of output. 
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(7) Location and layout 
The layout of the office is most important, if full 


benefit from the equipment is to be obtained. It ^ 


is desirable to have a separate room if the equip- 
ment is noisy, but against this it may be necessary 
to have it situated close to a particular depart- 
ment. Whatever the location, the layout must be 
studied in order to save time and effort in passing 
documents. A flow chart should be prepared and 
the layout planned on paper, tabulating the 
reasons for and against the various possibilities 
before the decision is made. Preferably all affected 
should have the opportunity of discussing and 
criticizing (constructively) the proposal, so that 
the most suitable layout is finally chosen. Just 
as in the case of production machines where con- 
siderations of cheaper operation may justify 
complete rearrangement of work, so the pattern 
of the flow of documents and the layout can be 
completely changed if necessary. It may be easily 
worth while to remove partitions in order to 
reduce movement of personnel; the amortisation 
of such expenditure should be taken into account 
as part of the cost of introducing mechanization. 


(8) Choice of staff 

The choice of an operator is important, especially 
if the selection has to be made from staff not 
previously engaged on such work, because of the 
psychological factors involved. Although some 
machines are extremely complex, and may induce 
in an operator real pride in being in control, some 
often involve much automatic work which many 
people find distasteful. But even where work is 
fairly automatic their powers may be directed 
towards understanding the system as a whole and 
the contribution made by the equipment to that 
system. Where several operators are employed, 
the choice of supervisor is, of course, particularly 
important. - 

After mechanization is introduced, it is desir- 
able to remain in touch with the suppliers, for 
new technical developments are occurring all the 
time and one may be worth adopting. The super- 
visor and operators concerned should, as far as 
possible, continue to study the literature on the 
subject, to visit demonstrations and exhibitions, 
and also to examine other users’ installations. The 
latter is usually easy to arrange, for most people 
are only too willing to show off their methods. 

It has already been suggested that the flow 
of work to the equipment must be ensured. 
The great danger of mechanized equipment is 
that it may become a bottle-neck. In some pro- 
cedures all documents must be completed before 
the mechanical process can be started and special 
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precautions are therefore necessary. All work 
should therefore: be: programmed in detail, so 
that a hold-up can be immediatelv located and 
remedial action taken to avoid delay in the pro- 
duction of information. This principle is very 


important in all accounting, just as it is vital in - 


manufacture itself, but it is particularly so with 
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machine accounting. The need for programming 
and planning is clearly recognized in manu- 
facturing. As part of the drive to reduce costs, 
accountants would do well to study this aspect 
of their organization and might even benefit a 
little from consulting text-books on production 
control. (To be continued.) 


THE INCIDENCE OF TAXATION IN THE 
UNITED KINGDOM —II 


by G. B. BURR, F.A.C.C.A. 


The first part of this paper, written for the Sixth International Congress on 

Accounting, was reproduced in last week's issue. The rapporteur’s summary of 

all the papers in this group together with a report of the discussion and a résumé 

of additional remarks by Mr Burr are published in our issue of June 28th, 1952, 
at pages 683-688. 


PART III. THE SCOPE AND OPERATION 
OF THE TAXES 


‘Income’ and Its Tax 


Notwithstanding the formidable total of Customs and 
Excise revenue, the income-tax not only overshadows 
any other single tax for its yield, but its direct and 
heavy impact is such that it probably stands highest 
in the mind of the citizen and in its far-reaching 
economic effects. Pe у 

What, then, is ‘income’? The answer to that 
question in this paper is not an academic or economic 
one, but is based on the realities of the taxing system. 
Its outstanding features as measured for 
Kingdom taxation purposes are: 

1. It is the sum accruing before the tax is paid, i.e. 
it is not the ‘disposable income’ of national income 
statistics! but is either : (а) a fixed amount prescribed 
by the taxing Acts (as is still to some extent the case 
for property tax), ог (b) is ‘income’ in the accountancy 
sense, adjusted by specific rules under those Acts. 

2. It is mot necessarily the actual money income 
either for the tax year or other period. 

3. Its measure varies according to the source. 
Five main categories — so familiar to United Kingdom 
accountants — determine the basis: i.e. Schedules A, 
B, C, D and E of the Income Tax Act, 1918, now 
replaced by the Income Tax Act, 1952, consolidating 
the 1918 Act and some forty succeeding Acts. 

4. ТЕ is charged to tax for Government revenue 
years ending on April sth. 


The Scope and Mechanics of Income Tax 
Property (Schedule A) 


By the process of somewhat complex legislation and 








AuTHOR's NOTE: 

'This paper was largely prepared before the 1952 Budget 
and completed very shortly afterwards; it therefore does 
not reflect changes in United Kingdom taxation introduced 
by tbe Finance Act, 1952. 


1 National Income and Expenditure of the United Kingdom, 
1946-50. Command Paper 8203 (April 1951). 
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devious claims for deductions on ditferent bases, land 
and other real property is assessed on the income of 
the tax year, but generally differing from the exact 
cash income. If there is no income (e.g. owner- 


‘occupied property and amenity land) a fixed value is 


assessed, and normally re-assessed every five years, 
but the war has interrupted the five-year revaluation. 


Government (Schedule C) and Other (Schedule D) 
Investments 

Interest and dividends fall into two large groups for 
income-tax purposes: | 

1. Tax at the full rate of 95 64 deducted from the 
income. The ‘small’ income taxpayer can recover all 
or some of the tax according to the size of his income 
and family or personal allowances for tax. 

2. No tax deducted. This is assessed in general, on 
the same lines as for business profit, but on the 
amount of the previous tex year instead of the 
accounting year. Personal allowances may be claimed 
where due. i 


Profits from Trades, · Businesses, - Professions and 
Income from Overseas (Schedule D) 
This is the great class of taxpayers which, as will be 
seen from the table under ‘By Whom the Tax is 
Borne”, contributes (including profits tax) over half 
the total direct taxation of the country. 

The basis of assessment is in general the accounting 


- year preceding the tax year (which runs to April sth). 


Companies pay income-tax at the full standard rate 
(at present gs 6d in the £) on the whole of their 
profits, whether distributed as dividends or not. On 
the payment of dividends, the company deducts tax 
at the full rate, thus acting as collector of taxes on 
this class of income. 

oo are now included in the business profits 
class. 2 
Profits outside the United Kingdom and profits 
nO end to persons residing abroad are dealt with 
low. 
? The Accountant, August 30th, page 250. 
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Salaries, Wages, etc. (Schedule E) 

Almost all subject to deduction of tax (after calcula- 
tion of personal allowances due) at the time of pay- 
ment, under the well-known  'pay-as-you-earn' 
(P.A.Y.E.) system. 


Graduating the Tax 

For the tax year 1919-20 a special rate of tax was 
charged on all the earned income and another rate 
for unearned income. The rates rose gradually, both 
for earned and unearned incomes, thus: 


Navy, Army 
and Air Force 
Earned Inccme Unearned Income Pay 
£500 at 2s 3d £500 at 3s od 
next 1,000 ,, 25 о4 next 1,000 ,, 3594 All at 
» 1,500 „ 3594  , 1,500 ,, 4564 specially 
» 2,000 ,, 45 6d » 2,000 ,, 5s 3d reduced 
» 2,500 „ 55 3d rates 


For the tax year 1920-21 and onwards, the system 
-was changed. Personal or ‘domestic responsibility’ 
allowances (wife, child, housekeeper, dependent 
relative, etc.) were allowed as before, but an ‘earned’ 
allowance was given first, instead of different rates of 
tax for different amounts of earned income. 
Today, for the tax year 1952-53, this system can 
be shown briefly as follows: 


Individuals Resident in the United Kingdom 
Deduct from the income: 

(1) Two-ninths of the income if earned (maximum 
deduction £450) and a similar fraction, but 
much more limited, in certain ‘small income’ 
cases, 

(2) Various personal allowances. 

(3) Charge the remainder to tax: 

First £100 at 3s in the £. 

Next £150 at 5s 6d in the £. 

Next £150 at 7s 6d in the £. 

All other income at gs 6d in the f. 


Individuals not Resident in the United Kingdom 

‘On income from the United Kingdom: All charged 
at 9s 6d in the £, subject to reduction or repayment of 
tax on allowances to British subjects and certain other 
categories, in the ratio of United Kingdom to total 
income. 


‘Companies, Corporations, Societies, etc. 


In the case of trades and businesses carried on in the. 


United Kingdom by companies etc., or where com- 
‘panies are managed (‘controlled’) here but trading 
abroad, there is liability to income-tax at the full rate 
of 9s 6d in the £. Bcth cases are subject to reduction 
where necessary for double taxation relief (infra). 


Complete Exemption 

'There is no liability to income-tax on individuals 
resident here if income for the tax year does not 
exceed the low figure of £135. 


‘Graduation’ Effects | 
"The rise in the tax from 3s to 5s 6d, from 55 6d to 


THE ACCOUNTANT 


September 6th, 1952 


7s 6d, and from 7s 6d to gs 6d results in some inequali- 
ties and disincentives which will be discussed later, 
but the recent Budget has provided a much smoother 
progression of rate than before. 


Sur-tax on Individuals 

This is in general on the same income as that charged 
to income-tax, and becomes chargeable when the 
income for the year exceeds £2,000, starting at 25 
on the first ‘slice’ of £500 and rising by 6d or 1s on 
increasingly larger slices. The full rates are as 
follows: 

Rates in the £ 


On income of On the last 1951-52 
+ 5 

Up to 2,000 — — 
2,001 , 2,500 500 2 о 
2,501 , 3,000 500 2 6 
3,001 , 4,000 1,000 3 6 
4,001 ,, 5,000 1,000 4 6 
5,001 ,, 6,000 1,000 5 6 
6,001 ,, 8,000 2,000 6 6 
8,001 ,, 10,000 2,000 7 6 
10,001 ,, 12,000 2,000 8 6 
12,001 ,, 15,000 3,000 9 6 
15,001 upwards — I0 о 


The maximum rate, on incomes over {15,000 for 
the year is, on the excess over that figure, 10s in the £, 
making, with income-tax at gs 6d in the £, a tax of 
19s 6d in the £. In other words, TAXATION AT 974 PER 
CENT. 

In certain companies controlled by five or fewer 
persons, sur-tax may be charged on the companies' 
profits or through the companies, whether their 
profits have been distributed to the members or not. 

It is of interest to note that only 783 persons with 
incomes over the not excessive figure of £20,000 for 
the year now remain in the whole country, only 147 
over £50,000 and 39 with incomes over £ 100,000,1 


Profits Tax on Companies, Corporations, 
etc.? 


'This is a tax on profits calculated in a very similar 
fashion to the method used for income-tax, and is 
therefore essentially in the nature of an additional 
income-tax on companies etc. It was formerly known 
as national defence contribution (1937-46). 

The rate of tax is now 174 per cent (formerly 50 
per cent) if the profits are distributed to members of 
the company, and 24 per cent on undistributed 
profits. The tax is not now allowed as a deduction 
from profits for income-tax or excess profits levy 
purposes. | 

There is, however, по liability to profits tax on 
profits arising outside the United Kingdom, unless 
made by a corporate body ‘ordinarily resident’ (i.e. 
controlled by its directors) in this country. 





1 Table 126, for the sur-tax year 1949-50 (tax payable 
January 1951). Ninety-fourth Report of the Commis- 
sioners of Inland Revenue, year ended March 31st, 1951. 
Command Paper 8436. 


2 The Finance Act, 1937, as amended by subsequent Acts, 
notably the Finance Act, 1947. 
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Excess Profits Levy! 


To assist in the financing of the rearmament pro- 
gramme, an excess profits levy of 30 per cent is 
charged on corporate bodies, based on the excess of 
profits over a ‘standard’, which is generally the 
average of the profits of 1947, 1948 and 1949. The 
tax is not allowed as a deduction in computing 
income-tax or profits tax. 


The Viewpoint Outside the United 
Kingdom 

Trading with Concerns in the United Kingdom 
1. There is no liability to income-tax on the mere 
trading with firms, companies or individuals in the 
United Kingdom, e.g. purchase here, or sales to 
concerns in this country; but profits from the 
establishment of a complete trading concern here, or 
the receipt of non-trading income arising in the 
United Kingdom involves liability, 

2. Established agents here, with power to make 
contracts on behalf of foreign principals, are liable to 
‘income-tax. 


Double Taxation 
Over sixty special arrangements have been made with 
other countries to give residents in the United 
Kingdom relief from tax here in respect of tax suffered 
on income arising in another country. That relief is 
the amount of the overseas tax or the United Kingdom 
tax (income-tax plus profits tax), whichever is the 
smaller. 

Certain double taxation relief treaties to which the 
"United Kingdom is a party, provide that residents in 
the countries concerned who are not resident in this 


country are exempt from United Kingdom tax on . 


limited classes of income arising in the United 
Kingdom. 

A person not resident in the United Kingdom; 
whose country of residence has not signed a double 
taxation relief agreement with the United Kingdom 
is (with minor exceptions) liable to United Kingdom 
tax without double taxation relief. 


Unilateral Relief 

Where there is no double taxation relief, allowance 
from United Kingdom tax may be made of the full 
rate of any overseas tax suffered, subject to certain 
restrictions in specific cases and to a limit of: 

1. Commonwealth countries: three-quarters of the 

United Kingdom income-tax plus profits tax. 

2. Other countries: one-half of the United Kingdom 

income-tax plus profits tax. 

Special arrangements are made with the Republic 
of Ireland for incóme taxed in that country and in the 
United Kingdom. 

In the least favoured cases, where there is no 
complete double taxation agreement, tax can be 
payable at the full overseas rate plus half of the 
United Kingdom income-tax and profits tax com- 





1 The Finance Act, 1952. 
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bined —a heavy burden, perhaps consuming almost 
all the profits. 


Nationality 
Nationality has no direct effect upon United King- 
dom taxation. 


Income from Abroad 

Income from countries outside the United Kingdom 
is assessed upon residents here, on special bases of 
assessment and subject to the double taxation and 
unilateral reliefs already described. 


PART IV. THE STRUCTURE UNDER 
REVIEW: EPILOGUE 

"TIhere is widespread agreement among informed 

opinion that the present burden of taxation is a 

major factor contributing to this country's 

economic difficulties. Although individually the 
. various taxes pose separate and different prob- 

Jems, it is widely felt that the root of the problem 

lies in the sheer weight of current taxation.'? 
We have seen in Part I, under “The Purpose and 
Principles of Taxation’, the original, irrefutable and 
time-honoured basic principles of taxation, and, 
under ‘The Growth of Modern Requirements’, the 
new principles so much in evidence today. The 
general wisdom in the choice of the Adam Smith 
foundations for a tax is. not only obvious at a reading, 
but his principles are perhaps even sounder today 
than they were when written, 176 years ago- 
a remarkable tribute to Smith's foresight and 
perspicacity. 

It ill behoves us to entertain a slight amusement at 
the subject of, say, a window tax, if our own taxes 
are doing as much harm to the national economy and 
well-being as the window tax did to health and 
comfort. An examination of the application of the 
Adam Smith principles to the United Kingdom taxes 
may be profitable. 


Equality of Sacrifice 

The zeal of successive Chancellors of the Exchequer 
in the United Kingdom to build a code of income-tax 
which will fall upon persons ‘in proportion to their 
respective abilities’ had led to a massive structure 
of a large consolidation Act (1918) plus no less than 
forty other Acts, nearly all drawn in language and in 
legislation by reference which is quite incompre- 
hensible to the taxpayer. The Income Tax Act, 1952, 
consolidating these provisions, has reduced the con- 
fusion of so large a number of separate Acts, but has 
in no way reduced the complications. Some of the 
many comments on the legal structure of the code 
are quoted: 

‘I am told, and rightly told, by the Attorney- 
General - he understands it as much as anybody — 
that it is only in this form that legislation can be 
carried through at all. Then all I have to say is that 


2°The Fiscal Problem in the United Kingdom’ in Tax 
Bulletin, January-February 1952, issued T the Canadian 








Tax Foundation. 
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the price of getting this legislation through is that 
the people of this country are taxed by laws which 
they cannot possibly understand, and I must say 
I think that this is the worst possible example that 
has ever been put on the Statute Book. . . . There- 
fore, all I say from my point of view is, even the 
section unamended invokes with Lord Sands my 
intellectual sympathy with the taxpayer.'! 

‘Unhappi'y the actual language in which many of 
the statutory provisions are framed is so intricate 
and obscure as to be frankly unintelligible. Probably 
no chapter of our legislation has incurred more 
condemnation from the judiciary for its drafting 
imperfections.'? 


On the purpose and equity of a special and extra 
tax upon a particular class of taxpayers, i.e. the profits 
tax, charged upon corporate bodies only, it has been 
said that nobody has ever given a clear and convincing 
reason for such a tax, from which all other classes of 
income are exempt.? 

On the other hand, the advocates of additional 
corporate or company taxation suggest that it can be 
more easily borne by corporations than by individuals, 
and that if it were not charged, the revenue required 
must inevitably be raised from other taxpayers. The 
latter is perheps hardly a justification, but an effect. 
The former is advocacy of concealed or indirect 
taxation — an evil which is insidious by its very nature. 
Moreover, a tax upon a corporation is eventually a 
tax upon individuals. : 


*Anything which says to those who organize 
corporations, “ТЕ you should make a profit a large 
slice of it will be taken in taxes, while if you make a 
loss that is your hard luck," can have no other 
consequence than to restrain people from organizing 
and conducting corporate enterprise. This is so 
simple that I wonder why it is sometimes challenged. 
'Those who do contend that substantial taxation of 
profits where and when they appear does not 
diminish the incentives of enterprise must answer 
this simple question: If taxing profits does not 
discourage people from initiating or conducting 
business erterprise, then why not tax them 100 
per cent?'* 


The reasonable comment here, therefore, is that the 
approach to equality of sacrifice has been largely 
successful compared with other countries, but it has 
been achieved at the cost of extreme complication – 
not merely as to the form of taxes charged, but as to 
the rights, reliefs and allowances granted. Such a 
code, even with the best will on the part of Revenué 
officials, may be regarded as too high a price to pay 
for equality of sacrifice. 

* Mr Justice Rowlatt, in the case of Lionel Sutcliffe Ltd v. 
СТЕ. ([1928] 14 Т.С. 171). 


2 The Income Тах Codification Committee Report, 1936. 
Command Paper 5131, paragraph 20. 





3 Mr S. P. Chambers, c.1.E., in “Taxation and the Supply of 
Capital for Industry', Lloyds Bank Review, January 1949. 


4^ W. L. Hearne, Tax Supervisor to the United States Steel 
Corporation, on ‘Does the Present Tax System Discourage 
Business Enterprise? in ‘How Should Corporations be 
'Taxed?', Tax Institute, New York, 1947. 
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Certainty 

The foregoing criticisms throw up the complexity 
of the United Kingdom taxing laws, and therefore 
their offence against this next canon, of certainty of 
calculation. In considerable numbers of cases of 
computation of liability to tax, there could hardly be 
greater uncertainty. The following quotations illus- 
trate that proposition: 


On Income Tax 

‘It is a most wholesome rule that in taxing the subject, 
the Crown must show that clear powers to tax were _ 
given by the Legislature. Applied to income-tax, 


" however, this is an ironical proposition. Most of the 


operative clauses are unintelligible to those who have 
to pay the taxes and in any case derive such clarity 
as they possess from the judges who have interpreted 
them.'5 


On Profits Tax 

*We doubt whether it is realized by those without 
practical experience how very difficult it is to com- 
pute the profits tax payable in any particular case. 
The difficulty is mainly due to the fact that in effect 
there are two rates of tax, one on the amount of the 
adjusted profits distributed by way of dividend, and 
one on the adjusted profits “ploughed back". 
(Incidentally the ascertainment of a dividend – “the 
net relevant distribution" — is often a complicated 
affair.) The difficulty is accentuated in the case of 
profits made overseas which are subject to double- 
taxation relief, especially when a deduction is due on 
account of unrelieved foreign tax. It then becomes 
necessary to invoke the aid of algebra to solve 
equations involving several “unknowns”. Further 
complications arise in the case of a group of com- 
panies when election has been made to include the 
profits of subsidiaries in the assessment on the 
principal company.’® 


Convenience 

Although there is often an exasperating lack of 
co-operation between the computing and collecting 
officials in the United Kingdom" the vast tax-operating 
machine is an efficient one, involving very little 
friction with the taxpayer or his agent. 

At this point a tribute should be paid to the 
integrity of Her Majesty's Inspectors of Taxes and 
their staffs. If at times their approach to a problem 
seems to be more concerned with technique than 
with objectivity, their highly specialized training and 
occupation as agents for the Crown must be borne in 
mind. 

That approach, by the very nature of their occupa- 
tion, must differ from, say, advising counsel or a 
judge of the High Court. | 


Economy 
The efficient British system is operated at a very low 
cost in proportion to the tax collected. For 1952-53 





5 Lord Sumner, in the case of National Provident Institution 
v. Brown (H.L. [1921] 8 T.C. 57). 

ê The Institute of Taxation in recommendations to the 
Chancellor of the Exchequer, 1952. 

7See the representations made to the Committee on 
Organization of the Department. 
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If you trained an Octopus to do clerical 
work, your labour problems would be 
solved. The mechanical octopus — 
BRADMA -can handle your State- 
ments and Invoices, Dividends, Salaries, 
Wages Slips and Envelopes, General 
Mailing, etc. 


BRITISH ADDRESSING MACHINES 
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` This suite, characterised by the pleasing symmetry 
of its clean and efficient lines, is designed for the personal use 
of those who look for distinction in their equipment—and are 
in a position to demand it, Our catalogue No. A. 760 
describes the suite in detail. That too is yours on demand. 
Components supplied separately if so desired. | 
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` Registered Trade Mark 


STEEL EQUIPMENT FOR OFFICE AND FACTORY: 


Issued by Constructors Group, Tyburn Road, Birmingham, 24. Tel: ERD 1616. London Office: 98 Park Lane, Wi, Tel; GRO 5656 MAY 3074, 
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| qe shares of the Co-operative Permanent earn 24% with income 
tax paid by the Society. But. that is not all. You enjoy the 
other advantages of a safe and convenient investment, security for 


capital, and the right to withdraw at short notice. 


To many people these are as important as the rate of interest, and 











by investing with this Society you can secure them all. Moreover, 
you have the solid background of a leading national society with 


nearly 70 years of service to the public. 
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This extremely good-looking, ultra-modern brief- 
case makes the most accommodating secretary on 
business trips, On the journey it holds your maga- 
zines, unfolded, in a deep outside zip pocket; at 

_ conferences it keeps foolscap folders and business 
papers neatly to hand in two capacious compart- 
ments; and at bedtime produces your pyjamas and 
overnight gear from an interior private zip-sealed 
compartment, 

With English lever lock and fittings of solid 
brass, a single handle, and press studs in the base 
for slimming, this handsome 170. X rrj in. 
all-leather case is available in Golden Tan, Brown 












smooth polished hide £9 9s Od, Post free in 
U.K. In U.S.A. $23.75 and $27.50 respec- 
tively, carriage and insurance free. (20 per 
~ cent Customs duty payable in U.S.A.) 
à; Money-back guarantee of complete 
satisfaction. Immediate dispatch. 
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the makers. | 
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The demand for capital 
security and good investment return is more acute 
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SPEECHLESS.- When a Few 
Words Would Have Made Me! 


The Annual Dinner of our Association — well-known executives in the 
industry present ~ and without a word of warning the Chairman called on 
me to speak— and ту mind went blank! Speechless — when a few words 
would have made mel The opportunity ! had been awaiting all my life — 
and 1 had thrown it away. НІ could have made a simple little speech ~ giving 
my opinion on trade conditions In a concise, witty, interesting way, | know 
| would have been made for life. Always | had been a victim of paralysing 
stage-fright. Because of my timidity 1 was just plain Mr Nobody, with no 
idea of Impressing others – of pushing myself forward. No matter how hard 
1 worked, it ail went for nothing—I could never win the worth-whila 


‘position, simply because 1 was tongue-tled In public. 


‘But - Гат no longer Mr Nobody! ! am one of 
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the highest-pald men In our Industry. Scarcely 
a meeting or dinner is held without my being 
asked to speak. My real ability, which wes 
hidden so long by stage-fright Is now recog- 
nized by everyone, | am asked to conferences, 
luncheons and Important industrial meetings 


. as a popular and versatile speaker. 


A short time ago 1 discovered how to over- 
come my stage-fright ~ and | was amazed to 
learn that 1 actually had a natural gift for 
public speaking. With the aid of a splendid new 
method 1 rapidly developed this gift until, In a 
very short time, | was able to face large 
audiences ~ without a trace of stage-fright or 
self-consclousness. 


TWENTY MINUTES A DAY 


You, too, can emulate the achievement of our 
imaginary Mr Nobody. Stage-fright, nervous- 
ness, self-consclousness, bashfulness can all 
be overcome by a new and simple method of 
speech development. The chances are that 
you possess the ability to speak convincingly, 
forcefully, and Influentlally, This new method 


will show you how to develop this latent power within you, how to con- 
quer your timldity and stage-fright and set you on the road to advancement, 
popularity, social standing and real success. It requires but 20 minutes’ study 
each day to achieve these gratifying results. A most helpful booklet entitled 
How to Work Wonders with Words is the key to this natural floodgate ol 
speaking ability. It will show you how to bring out and develop your 
priceless ‘hidden talents’, how to conquer the 
many bogles of effective speech and help you 
to become an outstanding and influential 

speaker. Your copy of How to Work Wonders 
with Words is waiting for you. 


Send 2!d Stamp NOW for 
this Amazing Book! 
THE SPEAKERS’ CLUB (Dept. A/ES 52) 


MARPLE, CHESHIRE 
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the direct taxes are expected to produce £2,619 
million at a cost of only £31 million, or 1-18 per cent 
of the amount realized for the Exchequer. The actual 
ascertained cost for the previous revenue year, 
1951-52, was £27 million, being 1-14 per cent of 
£2,370 million collected.t 


Economic Effects of the British System 
The modern use of taxation as an economic weapon, 
mainly for the purposes described in Part I under 
‘The Growth of Modern Requirements’, calls for a 
most careful review of the whole structure if great 
harm, often of a long-term character, is not to be 
done to the economic welfare of the nation. 

It is relatively simple to criticize a taxation policy, 


' especially where no immediate reply can be forth- 


coming, but in suggesting some defects or economic 
disadvantages of the present British system, some 
constructive suggestions are made, and the criticisms 
and questions may well produce better constructive 


‘proposals. A sketch of some of the disadvantages of 


the operation of taxation systems in general, and the 
British code in particular, may focus attention on 
possible reforms. 


Disadvantages 

1. The objections to a system which permits the 
charging of no less than three taxes (income-tax, 
profits tax and excess profits levy) and in some cases 
four (with sur-tax added) on the same income, need 
no enlargement. Apart from the inconvenience, 
irritation and heavy burden on the texpayer, the 
national man-hours spent upon the computation of 
the correct liability for these taxes (a concealed but 
very heavy cost of collection) and the various compli- 
cations and reactions comprise a monumental waste 
of economic effort which the country can ill afford at 
the present time. 

2. A high level of taxation, up to 974 per cent, is 
the outstanding disincentive to production of our 
time. The small income man employing two or three 
assistants in manual work, and perhaps earning profits 
of some £750 a year, flatly refuses to respond to the 
call for higher output, whilst the State, in his opinion, 
relieves him of half of his profits - not an accurate 
statement, but very nearly true of the higher part of 
his income. His employees refuse to work overtime 
after one experience where P.A.Y.E., either correctly, 
owing to sharply-rising rates of tax, or because of some 
technical error, took more than half of the hard-earned 
extra remuneration. The relatively wealthy employer 
refuses to engage in new enterprises, to launch new 
inventions or to render some other valuable service 
to the community, because practically all of the profit 
will be taken in taxation, with little or no relief if the 
result should be a loss.. 

3. High rates of taxation, whether of excess profits 
levy or sur-tax, result in the well-known attitude of 
complete disregard of expenses (‘the Government is 
paying’) and a consequential nation-wide waste and 
loss of energy and productive effort. 

1 Financial Statement, 1952~53 (Budget, 1952). 
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4. There is no escape from the truism that money 
cannot be paid in taxes and also be available as 
capital— the essential equipment of a modern 
community. The proceeds of taxation are, from a 
national economic point of view, spent upon revenue 
outgoings and not capital (productive) undertakings – 
therefore capital is lost when taxation is levied. The 
continual demands of the industrialist for more plant, 
machinery and equipment, and of the farmer for more 
capital in general, are clear evidence of the shortage 
of capital largely brought about by the huge slice of 
national income paid away in taxation, and the 
inability of industry as a whole to save out of its 
profits for all its business requirements, including 
proper reserves. 

5. In addition to the loss of monetary capital, high 
taxation drains away the spirit of enterprise, initiative, 
the will to create new wealth, and the spirit of 
adventure. | 

6. A rate of taxation at 19s 6d in the £, however 
theoretically justifiable in the case of the old rentier 
or privileged class, is incredibly unwise when applied 
to men of drive, ability and initiative, who are capable 
of increasing production, prosperity and employment, 
and perhaps thereby increasing the microscopic daily 
British ration of staple, if not essential, food. 

7. А tax which leads to such narrow, and sometimes . 
apparently absurd, definitions and distinctions as 
those employed in purchase tax, with consequent 
irritation to industry and contempt of the law, is not 
a well-conceived tax, however large its yield may be. 
Its huge addition to the cost of commodities without 
direct knowledge by the final purchaser is also a 
characteristic of a bad tax. 

So much for the disadvantages and economic 
effects of high taxation. Now to examine queries 
which may lead to constructive suggestions. 


uestions 
1. The following table shows the burden of income- 
tax and sur-tax alone before and after the war on 
selected earned incomes: 
Tax (nearest £) 


1937-38 1932-53 

Annual Married Married 
Income Single 1 child Single 1 child 

£ £ £ + £ 
500 .. 52 17 63 14 
1,000 152 117 235 152 
5,000 1,464 1,429 2,539 2,456 
10,000 3,897 3,862 6,589 6,506 
20,000 9,559 9,524 16,114 16,031 


Has this impressive scale of taxation, starting with 
a good artisan’s wage, passing to the ordinary small 
professional man, and including the proprietors of 
relatively small businesses, come to stay? 

2. Is there any good reason, apart from rearmament, 
why such scales of taxation should stay? 

3. ТЕ the standard rate of income-tax could be 
reduced between two great wars from 6s in the £ to 
4s in the £, on a national income so much smaller 
than it is today, is it unreasonable to expect well- 
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managed finances to reduce a standard rate of gs 6d 
in the £? ` 

4. Is it fully realized by the country as a whole that 
high taxation means a much lower standard of living 
than could be attained with lower taxation, and if not, 
what can be done to bring about a changed and 
challenging outlook, with eyes upon a fully developed 
economy rather than the inevitability of the present 
levels of standards of living, government expenditure, 
high taxation and limited effort? 

5. Should the profit on which tax is charged be the 
same as for true commercial purposes (e.g. for 
company law) and should capital replacement values 
be allowed rather than historical costs? If so, how 
can the resulting fall in national revenue be made 
good? 

6. If companies or corporations must be taxed at 
a higher rate than other persons, is there any good 
reason (even allowing for the difference in rates 
between distributed and undistributed profits) why 
the present profits tax should not be replaced by a 
straight addition to the rate of income-tax in the case 
of companies — a sur-tax on companies, as in India? 

Improvements in the standard of life of the nation 
and in the operation of the taxes arising out of these 
questions may possibly come from some or all of the 
following: 


WEEKLY NOTES 


The Durham Palatine Court 


One of the curiosities of our legal system is that 
Durham, like Lancashire, has its own Court of 
Chancery. Its jurisdiction covers not only Durham 
County but also certain detached and thinly popu- 
lated areas in Northumberland and Yorkshire. The 
Court is the subject of the Third Interim Report of 
the Committee on Supreme Court Practice and 
Procedure!; which Committee was asked, inter alta, 
to consider whether the Chancery Court of the 
County Palatine of Durham should continue to exist 
and if so what changes in it should be made. The task 
was delegated to a working party appointed for the 
purpose in April 1951, whose report was adopted by 
the Committee and was published on August 27th 
last. It contains some interesting information about 
the origin and history of this, in some ways, unique 
Court and reports a strong local feeling-in favour of 
the Court’s continuance — both for historical reasons 
and for reasons of convenience. Certainly, London 
‘seems a long way to go to litigate about family 
inheritance and wills, for instance, when the amount 
at stake is small and the parties are of limited means. 
The Committee recommends that the Court should 
continue to function, but ‘with its jurisdiction 
extended to cover the contiguous areas of the 
Newcastle and Middlesbrough neighbourhoods. On 
the other hand, it recommends that the existing 
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(a) Substantial economies in government expendi- 
ture of various kinds — not in odd millions, but 
in tens or hundreds of millions — not repeating. 
such experiments as the ground-nuts scheme 
or the South Bank exhibition. 


(b) In due time, and as a result of international 
statesmanship and military efficiency, a reduc- 
tion in rearmament expenditure. 

(c) A gradual extinction of food subsidies by 
compensating real income benefits through 
increased production and lower prices. 


(d) The possible transferance of a state-maintained 
health service to one more nearly approaching a 
true and actuarially self-supporting insurance 
scheme, perhaps of a voluntary nature. 


Two things are certain; first, the shape of better 
living from the suggestions above, or from any other 
alterations to our fiscal system, must come through 
our politicians, and ultimately from the will of the 
nation; and, secondly, we cannot have public expendi- 
ture and benefits at the existing rates and reduced 
taxation. 

The choice lies before us: there is great space for * 
manœuvre, and the stakes in terms of human happi- 
ness on the one hand, or depression and unrest on 
the other, are high. (Concluded.) 


detached areas of jurisdiction should be discontinued. 
It also recommends that the Court should continue 
to sit at Durham but that sub-registries be opened at 
Gateshead and at Stockton if necessary. In the 
Committee's view the Chancellor should be a barrister 
with a mainly Chancery practice and it suggests 
that the Vice-Chancellor of the County Palatine of 
Lancaster might fill the office. Other detailed recom- 
mendations concern procedure, officials, and finance. 


Four Wage Increases Confirmed 


During July the Minister of Labour sent back twelve 
decisions from wage councils regarding higher wage 
awards. He gave as his reason that they should 
receive another scrutiny to ensure that the spirit of 
the Chancellor of the Exchequer's budget request for 
wage restraint should be fully taken into account. 
He made it quite clear that he was not himself inter- 
fering in the decisions. In other words he appealed 
to the wage councils to take a hint. 

Four councils have now sent their awards back:to 
him unamended and the Minister's brief role as a 
conciliatory Canute has béen so much wasted 
breath. It would appear that the independent 
members of the councils have taken the same view 
as the trade union representatives and endorsed their 
previous decision. The upward adjustments will 
therefore come into operation later this month. 

Altogether there are something like 14 million 
workers affected by the twelve council decisions. If 
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more of these endorse their decisions (and it will 
become increasingly difficult for the later ones not 
to do so) there will be further pressure forthcoming 
on the cost structure from the side of wages — helped 
perhaps in due course by successful demands for 
higher wages from some of the big unions now 
closing with the employers on wage issues. It is 
certainly difficult to see in these trends any likelihood 
of a sustained recession in consumer goods so far as 
public purchasing power is concerned. Mr Butler 
may feel rather more rueful about its effect on fiscal 
strategy and on the long-term consequences. 


Costs and ‘Super-priority’ 


Attention has been drawn to the problems of ‘super- 
priority’ for the rearmament programme in the tenth 
report of the House of Commons Select Committee. 
The system of ‘super-priority’ is considered to be 
working well according to leading firms in the aircraft 
industry but it is causing difficulties in obtaining 
supplies for orders, including Government contracts, 
not within this highly select category. The Com- 
mittee also points to the high cost of production 
which has developed in the ‘super-priority’ range. 
The firms make the reply that though costs have 
increased they are still lower than in America. 

Problems such as these are, of course, the natural 
outcome of a system of priorities. If they did not 
arise there would be a very poor case for a priority 
system at all. They suggest up to a point that the 
scheme is working. They also suggest that if the 
scheme is not watched, it will, like all of its kind, work 
out to the detriment of the taxpayer. It would seem, 
in effect, that the priority schemes are getting their 
men and materials while other orders wait and that 
contractors to the Government are finding such work 
not unattractive. Such results are to be expected but 
the fact that attention has been drawn to them shows 
that it is time to see that the scheme is not per- 
petuated too long if it can possibly be relaxed, that 
it works efficiently from a technical point of view 
while it lasts, and that the trend of costs is periodically 
(frequently but irregularly) scrutinized. 


Lower Vehicle Output 


‘Signs have not been lacking of late that the motor 
vehicle industry has been finding it difficult to main- 
'tain its recent record level of sales. Reports of more 
difficult conditions in car export markets have been 
‘accompanied by more intensive advertising campaigns 
in the home markets to sell the higher-priced models 
.and this month has seen a crop of reluctant decisions 
-about redundant labour. 
Figures now available for output in the first half of 
‘this year show that car production was 228,052, a 
fall of 16,500 compared with the same period of 
1951. To judge from other evidence this decline has 
not been arrested in the weeks which have elapsed 
гасе the end of June. Production of commercial 
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vehicles is also lower over the half-year but agricul- 
tural tractors continue to go from strength to strength. 
In this case record sales figures were set up for the 
January-June period. 

To judge from the sales figures, there is little 
more than an easing in the value of export business, 
certainly nothing which could be compared with the 
disconcerting experience which the textile industry 
was beginning to encounter at this time a year ago. 
Car exports for the half-year were 184,000 compared 
with 186,000 over the same time in 1951. In the case 
of commercial vehicles, exports were actually better – 
72,942 against 70,350. It may indeed be found that 
the fall-off in production had no great direct con- 
nexion with sales. The strike at Dagenham may have 
been an important contributory cause. At all events 
the changes in sales and production, although they 
may be significant, are at present no more than 
marginal. | 


Farnborough, 1952 


Farnborough now means something throughout the 
world as well as in this country. The technical 
excellence and bold innovation of British aircraft 
manufacturers, which have been a feature of the 
industry in this country for a couple of generations, 
have been re-established since the war in the civilian 
field. In the military field, of course, no such re- 
establishment was needed. The announcement to the 
world of certain developments in the industry has 
become linked with the annual show at Farnborough 
and this fact has made the flying display and static 
exhibition of the Society of British Aircraft Con- 
structors something of a Mecca. 

This year those who come from far and near will 
not be disappointed with what they see. There are 
the customary displays or static exhibitions of air- 
craft which have recently made aircraft history. 
Such an one this year is the Canberra which recently 
did the return trip over the Atlantic in one day. 
There are the experimental types and the first dis- 
plays by those aircraft which have now shown their 
paces to carefully screened audiences and are now 
on order in quantity by Government departments or 
civilian users. 

But perhaps the greatest attraction of all is the 
aircraft which may appear just after its maiden flight – 
and may not. It is all a bit reminiscent of the acrobat 
who purposely falls off the bottles the first time to 
show how difficult it is. Last year, with the Comet 
already an established success it was the Brabazon 
which came over to show its paces. This year it was 
the Avro 698, Britain’s first delta-winged bomber, 
which having made its maiden flight last Saturday, 
and prevented by a minor technical fault from грреаг- 
ing on Monday, flew over Farnborough on Tuesday 
afternoon. Another interesting aircraft of which 
details are released this week is Britain's first gas- 
turbine helicopter. Altogether, 1952 is a worthy 
Successor to past years' performances. 
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REVIEWS 


' Guide to Government Orders 
(Н.М.5.0., £4 45 net) 


‘An established work with a new title’ is the descrip- 
tion given to this useful volume which replaces the 
former Index to Statutory Rules and Orders and 
Statutory Instruments in force. The new work includes 
a fable of statutes showing the heading or headings 
under which each Act is mentioned in the body of the 
Guide. The main section consists of a statement of 
every statutory power to enact subordinate legislation 
which was in operation at December 31st, 1951 
(except powers conferred by or under Defence 
Regulations and other war emergency‘ enactments) 
and every Statutory Rule and Order or Statutory 
Instrument made in exercise of those powers. Where 
a power has not been exercised there is a statement to 
that effect. | 

The information is classified, according to subject, 
under appropriate headings with cross reference of 
alternatives. 

The powers conferred on government departments 
to make Orders and the number of instruments made 
in exercise of those powers have increased in the past 
few years and whereas the former Index was a triennial 
publication with less regular appearances during and 
since the war, it is hoped that in future the Guide will 
be an annual publication. 


Spicer & Pegler’s Practical Book-keeping and 
Commercial Knowledge 
Ninth Edition 
by W. W. Bigs, F.C.A., F.S.A.A., 
H. A. R. J. Wilson, F.C.A., F.S.A.A., and 
A. E. Langton, LL.B.(London), F.C.A., F.S.A.A. 
(H.F.L. (Publishers) Ltd, London. 21s net) 


'The present editors have added new chapters on 
Commerce and the Principles of Investment and have 
expanded those on Limited Companies, Office 
Organization, Insurance, the Stock Exchange and 
Money, Banking and Exchange, thus further enhanc- 
ing the usefulness of a book which for forty years has 
been favourably known to accountancy students and 
which is now, deservedly, in its ninth edition. 


The Sterling Area 
К by А. К. Conan 
(Macmillan & Со Ltd, London. 16s net) 

The material for a financial history of the sterling 
area in recent years is a mass of statistics that would 
awe a writer who had not a clear perception of their 
- general trends. The author of this book has carefully 
selected his-material, never letting it obscure the 
outline of his narrative. M» 

The economic difficulties of this country, it appears, 
have been too facilely attributed to the sale of assets 
during the war. Being mainly of a kind which bear a 
fixed rate of interest they would not have relieved the 


situation considerably if they had remained intact. 
The-loss of interest was to a great extent offset by 
income from shipping, which within a short time far 
exceeded the pre-war figure. The main factor govern- 
ing the economy of the United Kingdom, and conse- 
quently her relationship with other members of the 
sterling area, is a relative change in the general price- 
level which benefited primary producing (debtor) 
countries as much as it affected industrialized 
(creditor) countries adversely. The price of United 
Kingdom imports rose in relation to that of her 
exports; the rise in the price of imports to South 
Africa was not offset by the price of her main export, 
gold, which remained fairly stable in volume and 
price; but these trends were to the advantage of 
Australia and New Zealand, and to a lesser extent the 
colonial territories. 


Introduction to Economic History, 1750-1950 
. by G. D. H. Cole 
(Macmillan & Co Ltd, London. 1os net) 

Despite reference to ‘the interests of the well-to-do’, 
readers of Professor Cole's book are left in. the 
comfortable enjoyment of their old prejudices (as 
they may seem). He writes of the coming of the 
railways; the urbanization of England; of technical 
progress; of man's mastery of the forces of nature. 
He writes lucidly: he has provided an admirable 
background, and those who have examinations to 
pass will go on from this masterly ‘introduction’ to 
read a ‘history’, and perhaps an ‘advanced history’, 
of economics. | 


Case-Law on National Insurance and 
Industrial Injuries 
by Horace Keast, D.P.A. 


(The Thames Bank Publishing Co Ltd, Hadleigh, 
Essex. 105 net) 

The responsibility which managements accept for the 
welfare of personnel entails an expert knowledge of 
many subjects, national insurance among them. This 
book is an invaluable aid for those who may be con- 
sulted as to the operation of the National In&urance 
Act of 1946. It sets forth the significant decisions of 
the Commissioners appointed under the Act in cases 
brought to them on appeal from the local tribunals. 
Decisions from which the Commissioners have dis- 
sented are also included, so that an unsuccessful 
claimant in a particular case can more easily judge 
whether to appeal. 

A section is devoted to the National Insurance 
(Industrial Injuries) Act of 1946. Many small busi- 
nesses, it has been said, are put in peril by employers 
who rely on national insurance to such an extent as ; 
to ignore their liability under Common Law. The 
scope of the Act is limited to accidents ‘arising out of 
and in the course of’ employment, а phrase whose 
simplicity invites an elaborate case-law. 
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FINANCE AND COMMERCE 


Renewed uncertainty on the question of industrial 
wages has taken the sting out of stock markets, 
After a month of firmness and advancing’ prices, 
profit-taking has caused a set-back and has also 
shown up the thinness and instability of conditions 
generally. Business still remains on a very modest 
scale and price movements flatter the merket turnover, 


Meccano Accounts 
The accounts of Meccano Ltd, which we reprint this 


week, add a further example. of accounting for - 
inflation to those already given in this column. The . 


reprint is complete and, with the notes on the 
accounts, is self-explanatory. 

The directors’ report sums up the situation shortly 
but very much to the point. The board, it is stated, 
has had under reyiew the cumulative effect of the 
continuing fall in the purchasing value of the pound 
sterling since 1938, both in depreciation provisions 


made in annual accounts, and in a consequential over- . 


stating of book profits through the corresponding rise 
in the apparent value of stocks. 

'The conclusion is reached that the company has 
paid very considerable sums out of capital to satisfy 
tax assessments on profits which under officially 
prescribed methods of computation are overstated. 

Although nothing can be done by the company to 
combat this drain on capital through over-taxation, 
the report continues, the transfers of reserves now 
made reduce the figures of accumulated profits to a 
truer proportion, 

“The amounts now shown in capital reserves are 
not accumulated profits, but with one exception, 
represent simply the conservation of the original 
capital of the company.’ 

The essential points are the revaluation of plant 
and machinery as at opening date, the use of the 
F.B.I. formula and indices for the review of depre- 
ciation provisions back to 1938, and the adjustment of 
the reserves. The explanatory matter, as the directors 
point out, is in the notes on the accounts. 


Prompt Accounting 


Those readers who care to spend 33 at the Stationery 
Office will be well rewarded in their reading of the 
1951 report of the Colonial Development Corpora- 
ion. It is a booklet of 73 pages with 20 pages given 
to the accounts which end with *Losses on realization 
of abandoned undertakings’. 

Much has been већ about the Corporation’ s 
losses and it is now only too obvious that it has bought 
experience dearly. Some parts of the report are a 
humble confession but on the other hand, it also calls 
for a measure of sympathy. 

The operations of the Corporation were reviewed 
n our Weekly Notes of May roth. There is one point, 
3owever, to which we should like to draw attention 
n this column ~ the speed with which the figures 


were gathered from oversea (the Falklands, Borneo, 
Bechuanaland, Seychelles, etc.) and brought into the 
final accounts and audited within three months of 
accounting date. ` 

Mr R. F. Daly, the Director of Finance, points out 
that the great variety in the Corporation's activities, 
estates, timber mills, factories, cement works, build- 
ing societies, hotels, etc. does not simplify the 
problem of prompt accounting. 


Paid to Borrow 
Some of our readers will have already seen the 
observations made by Mr Halford W. L. Reddish, 
F.C.4., chairman of the Rugby Portland Cement Co 
Ltd, on the recent issue by that company of £1 million 


‘4h per cent Unsecured Loan Stock 1957-62 at par. 


The position he sets out, however, is particularly 
interesting to accountants and deserves this wider 
publicity i in accounting circles. 

The loan stock was offered to ordinary shareholders 
on the basis of £1 for every two 5s shares held and 
carried an option to subscribe between November rst 
and December 15th, 1953, for new ordinary shares at 
10s 6d each on the basis of one share for £1 stock. 

The point made by Mr Reddish is that under 
present conditions (the current level of the company's 
profits and the basis of taxation) borrowing costs 
nothing – in fact, ‘we are actually paid to borrow’. It 


` works like this, he says: 





Annual interest (gross). . . £45,000 
From this, income-tax is de- 
ducted at 9s 6d os : 47% per cent 
The gross interest is a charge f 
for profits tax " 2, 
And for excess profits levy 30 » 
89 
So the net cost to the company is only 20 per cent 


of £45,000 or £9,000. 

But the excess profits levy standard is increased by 
4 per cent of £1 million or £40,000, which at 30 per 
cent excess profits levy gives a saving of £12,000. 
And £12,000 minus {£9,000 equals £3,000 by which 
figure, the net amount available for distribution to 
ordinary shareholders is actually increased, says Mr 
Reddish. The company’s accounis were reprinted 
in our issue of April 26th. 


Money Market 

Applications for Treasury bills totalled £318,905,000 
on August 29th and the market received 72 per cent 
of requirements at the maintained bid of £99 75 8d. 
The average rate was at a new high level of 
£2 95 4:42d per cent and the steady rise in the bill 
offer is continued: this week with the amount in- 
creased to £260 million. This is £20 million more 
than maturities. | 
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MECCANO LIMITED: Notes on the Accounts 
I. A Contingent Liability In respect of uncalled Capital on one of the Investments of the Holding Company amounts to £5,700. 


2, Commitments for Capital Expenditure. ~ 
An estimated amount of £15,490 for contracts for Capital Expenditure for which no provision has been made In these Accounts was outstanding 
for the Holding Company at January 3ist, di 
3. Conversion of Foreign Currencies. 
Foreign Currency has been converted into Sterling at the official rates ruling at January 315, 1952, In these Accounts with these exceptions: 
(a) The Canadian profit has been brought in at $3 to £. 


(b) Fixed assets of the Canadian Branch have been translated at last year's sterling value with additions brought In at the rate of exchange ruling 
at the time of purchase, 


(c) The whole of the French subsidiary Company's Accounts and Balance Sheet made up to January 3]st, 1952, have been incorporated In the 
Consolidated Accounts at Frs, 980 to f. 


4. Reserves. 





Plant and 
Plant and Machinery Stock 
General Machinery and. Buildings Replacement 
Renewal Renewal 
£ £ £ 

As at January 3156, 1951 E 2:8 ae we 450,000 80,000 
Transfers now recommended a os és — 290,000 — 80,000 + 60,000 + 310,000 
Transfer from Profit and Loss Account recommended Ме 175,000 
Balance at January 3156, 1952 £335,000 — £60,000 £310,000 


n———————— M u(— 
By using the formule and indices provided by the F.B.{. last year, depreciation 5 shown to have been under-provided between 1938 and 1952 
through the steady loss in value of the £ sterling being ignored in the accounts as below: 








£ £ 
Plant and Machinery and os and Fittings "S m 54,744 
Buildings .. ve es ae 105,323 
160,067 
Deduct Additional value on revaluation of Plant and Machinery at January 3156, 1949 100, ‘000 
Under-provislon as .. gn T D. 9 .. si £60,067 


en 





A survey of our stocks since those at February 28th, 1938, shows that, taking the 1938 stock as a basic minimum and with a price Index of 100 « 
In 1938 and 280 In 1952, a reserve of £310,000 is necessary to maintain the same physical quantity of stock on hand without recourse to borrowing. 
This does not take into account the amount of Taxation on Capital suffered by the Company on account of book profits on stock-value increments 


during this period, 
5. Tax Reserves, 


In the Consolidated Balance Sheet £1,385 Is reserved for Excess Profits Levy for Meccano (France) Limited, In the light of the latest amendments 
to the Finance Bili chere will be no liability со Excess Profits Levy on these Accounts for either Company, and this sum Is therefore over-reserved. 


6. A revaluation of Plant and Machinery and Furniture, Fixtures and Fittings has been madein the Accounts of the subsidlary Company in accordance 


with the regulations of the French Government. 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Auditor’s Responsibility for Post-period 
Events 


Sir, – In the article which appeared in your issue of 
August 30th under the above title, Mr Woolsey says 
with regard to the subsequent collection of a debt 
which, at the date of the balance sheet had been 
regarded as doubtful, ‘If an account be collected in 
the new period there is no doubt as to its value’, and 
we are left, presumably, to infer that in the author’s 
view it would be the auditor’s duty in his report to 
draw attention to the fact that the allowance for bad 
debts was overstated to the extent of such collections. 

It would be interesting to know whether that 
practice would be followed by the general body of 
your readers. For my part, I should differ. In my 
opinion, if a reserve (whether general or specific in 
character) relating to a large number of receivables, 
has been made in good faith, it would be wrong to 
amend it in respect of one of its constituents unless, 
at the same time, every other constituent was also 
reviewed. 

I may be wrong, but the principles involved seem 
to me to be incapable of differentiation from those 
governing all general approximations. For example, 
if a stock inventory were valued throughout on the 
basis of cost or market price, whichever were the 


lower, it would be wrong to make a recalculation in 
respect of a single item appearing at cost price, of 
which the market price was subsequently found to be 
lower than cost, unless the whole inventory were 
subjected to the same test. 

There are two sets of circumstances in which I 
should be prepared to agree with Mr Woolsey, 
namely: 

(a) Where the post-period discovery was evidence 
of a deliberate attempt to deceive, by over- or 
under-valuation; and 

(b) where the amount involved was of such magni- 
tude, in relation to the total debts that this 
single alteration alone would be sufficient to 
distort the whole picture. 

Yours faithfully, 
LESLIE V. WHEELER. 

Iden, near Rye, Sussex. 


Members’ Voluntary Winding-up: Company 
Insolvent 

Sir, – I observe, following publication of my letter on 

pages 227 and 228 of The Accountant dated March ist, 

1952, drawing attention to the position of a liquidator 

at a meeting called under Section 288, Companies 


Act, 1948, that an article under the above heading by 


September 6th, 1952 


Mr T. W. South now appears in your issue dated 
August 16th. It will be seen that Mr South’s article, 
which I have studied with close interest, is in accord 
with the opinions I had expressed earlier and I am 
grateful for the reasoned analysis which he gives. 

A section of the article is properly devoted to the 
question as to whether creditors have any implied 
powers to appoint a liquidator and fix his remunera- 
tion, or to appoint a committee of inspection, and 
Mr South concludes, after strong argument, that 
there are no such implied powers – a conclusion with 
which I agree completely. Я 

Another point of interest to practitioners concerns 
the notices summoning meetings of creditors under 
Sections 288 and 300 and the issue of proxy forms. 

Section 300 (2) provides that the final meeting of 
creditors shall be called by advertisement in the 
Gazette published one month at least before the 
meeting. It is not required that copies of the notice 
should be posted to the creditors. 

Whereas I can find no specific reference in the Act 
to the manner of calling a meeting of creditors under 
Section 288, I assume from Rule 129 (1) of the 
Companies (Winding-up) Rules, 1949, that this 
particular meeting must be summoned by giving not 
less than seven days' notice in the Gazette and in a 
local paper, and by forwarding notice of the meeting 
by post to every creditor not less than seven days 
before the day appointed for the meeting. But it is 
not absolutely clear whether Rule 129 (1) is intended 
to apply to a meeting of creditors called under 
Section 288 because this rule appears, as do Rules 127 
to 145 inclusive, under the heading: 

*GENERAL MEETING OF CREDITORS AND CONTRIBU- 

TORIES IN RELATION TO WINDING-UP BY THE 

COURT AND OF CREDITORS IN RELATION TO A 

CREDITORS VOLUNTARY WINDING-UP'. 

Section 291 denotes that where Section 288 has 
effect the liquidator must summon annual and final 
meetings of creditors ‘as if? the winding-up were a 
creditors’ voluntary winding-up. Thus, one cannot 
be sure if the first meeting of creditors under 
Section 288 must also be summoned ‘as if’ the 
winding-up were a creditors’ voluntary winding-up 
and consequently whether Rule 129 (1) does really 
apply to that meeting. 

_ Since under Section 288 the only purpose of the 
creditors’ meeting is to enable the liquidator 
appointed by the members to lay before it a state- 
ment of assets and liabilities of the company, it 
follows that the creditors are only called for the pur- 
poses of receiving information and not to vote on any 
matters, e.g. appointment of sole or joint liquidator 
or committee of inspection. ''herefore as the creditors 
are not called upon to vote at this first meeting it 
follows presumably that the liquidator need not for- 
ward a proxy form with the notice summoning a 
meeting under Section 288. 

Yours faithfully, 
DESMOND B. HIRSHFIELD. 


London, WC1. 
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What is Profit ? 


бів, — In perusing the published accounts as re- 
printed in your ‘Finance and Commerce’ articles of 
the past year, I have been struck by the relatively 
small proportion of group accounts wherein is 
stated the amount of the holding company's profit 
before deducting taxes. One is led to wonder whether 
the word ‘profit’ as used in Section 149, subsection 
(5) (5) (8), of the 1948 Companies Act, is correctly 
interpreted, as many respectable companies and 
firms of accountants apparently so do, as being the 
net profit after deducting taxes. 

I suggest it would be interesting to solicit your 
readers’ views on this point, for while most companies 
and auditors meticulously observe the Institute's 
recommendation to describe potential future liabilities 
to income-tax as general reserves, there are many, it 
seems, equally careful not to reveal the profits of the 
holding company before deducting taxes, which in 
my opinion is a more important issue. 

Yours faithfully, 
SECRETARY. 


World-wide Co-ordination for Accountants 


Sir, – The letter addressed to you on the above 
subject by Mr K. L. Milne, of Australia, and pub- 
lished in -The Accountant dated: June 7th, 1952, is of 
more than usual interest and deserving of much sober 
thought. Unfortunately, however, it tends towards an 
idealistic philosophy which is years ahead of its time 
in terms of world-wide application. From the 
functional point of view we must be realistic — in 
order to be realistic we must know what is going on 


in our profession inside the other countries with 


whom co-ordination is proposed. Mr Milne has 
presented his reactions on the theoretical plane after 
‘reading the official organs and journals of recognized 
accountancy bodies from various parts of the world’. 


Since such journals frequently reflect the thinking 


of individuals- rather than conditions as a whole, I 
would appreciate the opportunity of presenting the 
practical side, as one who has made personal 
investigation in those ‘various parts of the world’. 

There are no doubt, a number of chartered 
accountants who, like myself, have travelled and 
worked, not in one foreign country only but in many 
parts of the globe for extended periods of time and 
who could, perhaps, express what I am about to say 
in a manner far more succint and erudite. If my 
letter prompts such reaction then it will have fulfilled 
its purpose. 

As evidence of my knowledge of the facts which I 
present I would mention that I am a British chartered 
accountant and have worked in the United Kingdom 
for over ten years. I have spent several years working 
throughout France and Europe, I worked and studied 
accounting conditions in Egypt and the Middle East 
for approximately two years, I have done the same 
thing for some four years in the U.S.A. and Canada, 
while for the past year I have investigated conditions 
in India. In my travels I have also met and discussed 
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home conditions with Australians and New 
Zealanders. 

My conclusions are that world standards vary to an 
enormous degree, advanced individual specialization 
in the Western hemisphere giving way to gradually 
deteriorating conditions the further East one goes. 
For the benefit of any countries which may already be 
sufficiently advanced to appreciate their shortcomings, 
(and my congratulations in this direction go to at 
least one representative at the recent Ínternational 
Congress), I would point out the advantages of having 
more than one recognized internal accountancy body. 
'The elements of friendly rivalry, fair competition 
and sound consultation make for fast development as 
opposed to a stagnating monopoly. Each body can 
offer slightly different qualifying requirements and 
there is at least a chance for everyone to join a body 
to which he is most suited and be granted a certificate 
in line with his own ability. I agree basically with the 
direction of Mr Milne's philosophy — nevertheless my 
feelings are that each country should put its own 
house in order before attempting to form a world 
union. All internal organizations of each country 
Should first be in agreement amongst themselves — 
secondly, a world qualification standard should be 
set up in some way to ensure that all member 
countries are of equal stature in accounting know- 
ledge — otherwise the whole idea would be a fantastic 
waste of time and money. Backward countries should 
not be admitted to full membership until they have 
reached a recognized standard – a ‘training member- 
ship' (or junior membership) could perhaps be 
evolved, full member countries giving every assistance 
to the ‘younger brother’. My own suggestion would 
be that the U.K., U.S.A, Canada, Australia, New 
Zealand and perhaps South Africa should become 
organized as founder-members to provide the initial 
impetus – others to be admitted later, on application, 
after internal investigation of national accounting 
conditions. Since world-bodies for any purpose 
are notoriously difficult to control, recognition and 
application of a strict code of ethical rules would be 
an essential prerequisite. 

I would be delighted to discuss further the 
potentialities of such an organization, either with 
Mr Milne or any interested party who may care to 
write to me. Sincerely, 

F. R. L. LEWIS. 

Detroit, Michigan, U.S.A. 


Local Government Act, 1948 


Sir, — It is, I suggest, vitally important that attention 
be drawn to the grave injustice directed towards the 
business community as a consequence of the rating 
provisions of the Local Government Act, 1948, and 
which are expected to come into force at the latest 
in 1956. | 

At the present time, under the provisions of the 
Rating and Valuation Act, 1925, rateable heredita- 
ments, both business premises and private dwellings, 
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are rated by reference to the gross annual value, as 
defined by Section 68 of that Act. In other words, 


there is a common basis of valuation, namely, the * 


rent at which the hereditament might reasonably be 
expected to let from year to year. Such has been the 
basis of valuation for over a century, in fact since 
1836, when the Parochial Assessments Act of that 
year first provided that all properties should be 


assessed on the basis of the rent at which they might. ' 


reasonably be expected to let. 

The 1948 Act provides, in effect, that business 
premises shall continue to be rated by reference to 
the present basis, which means that their assessments 
will be based on the rentals prevailing at the time of 
assessment. Injustice, however, arises by virtue of . 
the fact that under the new Act there are three vary- 
ing bases for assessment as regards private dwellings, 
all of which bases are extremely favourable thereto, 
the reason being that such assessments are to be based 
on pre-1939 rents, or values. This is manifestly 
unfair. 

When one realizes that it is computed that business 
premises form approximately 20 per cent only of the 
total rateable hereditaments of the country, and the 
percentage is even less when one excludes special 
properties, such as nationalized undertakings, it is 
obvious how great the additional rating burden which 
occupiers of shops, offices, and other business 
premises will be called upon to. bear, should the 
1948 Act remain on the Statute Book in its present 
form. | i 

. The business community must arouse itself forth- 
with to action, if anything is to be done before it is 
too late. If the volume of protest be sufficiently 
universal it should be possible to obtain such an 
amendment to the Act as the situation so justly 
warrants. 

I would stress that the Act affects occupiers of 
business premises, from the large commercial under- 
taking down to the small shop. j 

Yours faithfully, 


Brighton, т. RICHARD F. W. SHERATON. 


Garlic and Vampires 


Sig, - The third leader in the Daily Telegraph of 
August 26th contains a suggestion which many of 
your readers might find delightful. It is as follows. 

After discussing the delight of the chewers of 
garlic in its flavour and the disgust of its eschewers . 
at its odour, the writer goes on: 


‘In medieval times, it was believed that garlic 
flowers were a deterrent to vampires. It might be 
worth while trying this tip on the modern equivalent 
of vampires and paying a visit to the tax-collector 
wreathed in garlic flowers and filed with garlic 
cloves. The visit might not be successful, but at * 
least it would be short.’ ^ 


Yours faithfully, 


Leigh-on-Sea, Essex. C. HODGKINSON. 
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CURRENT LAW 


Sale of Goods: Breach of Contract 

The plaintiffs in Colin & Shields v. Weddel (Law 
Journal, August 8th, 1952) were buyers of hides from 
the defendants under an alleged c.i.f. contract which 
called for bills of lading covering shipment to Liver- 
pool. The goods were shipped to Manchester and the 
bill of lading tendered was accordingly refused. The 
sellers arranged for shipment from Manchester to 
Liverpool at their own expense and tendered an order 
to the master porter of the North Carriers Dock, 
Liverpool, to deliver to the buyers. It was a condition 
of the contract that if the sellers should fail to deliver 
a bill of lading, a delivery order should be tendered. 
The document in question did not put the buyers in 
the same position as required by the contract as if a 
proper bill of lading had been tendered. 

The Court of Appeal upheld the decision of 
Sellers, J., in favour of the buyers. No bill of lading 
had ever existed for the carriage of the goods to 
Liverpool and the sellers had failed to perform their 
‘contract. The document finally tendered was not a 
delivery order of the sellers addressed to the ship, 
such as was contemplated by the contract. 


Sale of Goods Subject to Export Licence 


In Brauer & Co (Great Britain) v. James Clark (Brush 
Materials) Ltd (Law Journal, August 1st, 1952) the 
Court of Appeal reversed the decision of Sellers, J., 
(The Accountant, July 5th, 1952) given in favour of 
the sellers in the following circumstances. The con- 
tract was conditional on the sellers’ obtaining the 
necessary export licence. At the time during which 
the contract was to be completed the Bank of Brazil 
materially increased the prices at which licences 
would be granted and the sellers stated that they could 
not ship on these terms. 

The Court of Appeal held that the licences were 
obtainable if the sellers had been willing to continue 
with a contract which had become unprofitable. The 
clause calling for a Brazilian export licence had 
nothing to do with price. 


Removal of Company Director 


The Accountant for June 14th, 1952, dealt briefly 
with the decision of Harman, J., in Read v. Astoria 


Garage (Streatham) Ltd, which decision has been- 


confirmed by the Court of Appeal ([1952] 2 All E.R. 
292). The plaintiff sought a declaration that he was 
the chairman of the company or alternatively claimed 
damages for wrongful dismissal from his appoint- 
ment as managing director or for breach of contract. 

The plaintiff was appointed chairman under the 
articles; by resolution of the board he was appointed 
managing director. In April 1938 the directors resolved 
that he be no longer chairman and that the articles 
be altered accordingly. Effect was given to this at an 
extraordinary general meeting in June 1938. In 


March 1949 the board resolved to relieve the plaintiff 
of his appointment as managing director, and gave 
him two months’ leave on full pay. The plaintiff did 
not accept the resolution except in so far as leave was 
concerned. In May 1949 the board resolved to 
determine the employment. In September 1949 an 
extraordinary general meeting approved the resolu- 
tion. 

The Court of Appeal found no reason for interfer- 
ing with the decision of Harman, J., as regards the 
plaintiff’s objection to his removal from the office of 
chairman. Their judgment deals more extensively 
with the plaintiff’s second objection, that his contract 
was in the nature of a contract of general hiring – а 
plain contract of employment. The Court found that 
‘the terms of the plaintiff's appointment were not 
such as to entitle him to any notice in the event of the 
company choosing, under article 68, to terminate his 
tenure of office by resolution in general meeting.’ 
Counsel for the plaintiff had argued on the basis of 
the decision in Beattie v. Beattie Ltd ([1938] 3 All E.R. 
214) that the article had no contractual force and that 
it must be ignored. The Court found that only under 
that article could the board make the appointment, 
which must, therefore, be subject to their right to 
terminate it. 

Counsel then argued that in any event the power to 
determine must be subject to an implied term that the 
employment could not be ended without reasonable 
notice. There being no contract outside the article 
in question, the Court refused to imply such a term. 
They held that 

‘the position was simply that the plaintiff, was 

appointed to be a managing director in accordance 

with the Companies Act, 1929, Table A, article 68, 

With such tenure of office as was provided for by that 

article, and had no special right to receive any 
particular notice of the termination of his employ- 
ment in the event of the company deciding to 
determine it and doing so by a resolution in general 
meeting’. 


Company Winding -up | 
In the winding-up of a company, a clerk in a firm of 
solicitors, acting as agent for the petitioning creditor, 
was appointed to the committee of inspection. The 
firm were appointed solicitors to the liquidator. The 
liquidator’s costs were taxed and all profit charges to 
the firm disallowed. 

Wynn-Parry, J., held that in the Companies 
(Winding-up) Rules, 1949, the word ‘by’ in Rule 163, 
in the phrase ‘by himself or any employer’ ought to 
be construed as meaning ‘in the person of’. Thus the 
firm were precluded from deriving any profit from 
the ‘transaction. Put another way, the clerk derived 
some benefit from the firm’s profit and thus the firm 
would fall within the mischief of Rule 163, and the 
profit charges were properly disallowed. (Re F. T. 
Hawkins & Co Lid.) (Law Times, August 8th, 1952.) 
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NOTES AND NOTICES 


The Institute of Chartered Accountants in 
England and Wales 
DISCIPLINARY COMMITTEE 

Finding and Decision of the Disciplinary Committee 

of the Council of the Institute appointed pursuant to 

bye-law 103 of the bye-laws appended to the supple- 

mental Royal Charter of December 21st, 1948, at 

a hearing held on Fuly 2nd, 1952. 
A formal complaint was preferred by the Investiga- 
tion Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that a 
member of the Institute had been convicted in a 
Magistrates Court of travelling on the railway without 
paying his fare, so as to render himself liable to 
exclusion or suspension from membership of the 
Institute. The Committee found that the formal 
complaint had been proved and the Committee 
ordered that the member be reprimanded but 
decided that there existed special circumstances 
which justified the omission of his name from the 
. publication of the Finding and Decision. 


Personal 


Mn R. H. JENKINS, F.C.A., A.5.4.4., announces that 
the practice previously carried on as GLADSTONE, 
JENKINs & Co, of g Bedford Square, London, WCz, 
has been dissolved as from August rith, 1952, 
Mr L. A. POLLARD, А.5.А.А., and Mr J. D. JONES, 
A.C.A., having retired from the practice. As from 
August rath, 1952, the practice has been amal- 
gamated with that of Messrs WRIGHT, FAIRBROTHER 
& STEEL, Íncorporated Accountants, Mr R. .H. 
Jenkins having joined the firm as a partner. The 
combined practice will be carried on under the 
name of WRIGHT, FAIRBROTHER & STEEL from their 
offices at 42 Bedford Avenue, London, МС, and 
9 Bedford Square, London, WC:. 

Messrs WRIGHT, БАТЕВКОТНЕК & STEEL announce 
that as from August 12th, 1952, Mr R. Носн 
JENKINS, F.C.A., A.S.A.A., has joined the partnership, 
and the practice formerly carried on by Messrs 
GLADSTONE, JENKINS & Co has been amalgamated 
` with that of WRIGHT, FAIRBROTHER & STEEL. The 
name of the firm will remain unchanged and the 
practice will continue to be carried on at 42 Bedford 
Avenue, London, WCr, with additional premises at 
9 Bedford Square, London, У/Ст. 

Messrs MONAHAN & Co, of 34 Regent Circus, 
Swindon, Wilts, announce that they are opening a 
branch office at Stafford House, 16 Market Place, 
Chippenham, Wilts, on September 29th, 1952, 
under the direction of Mr G. H. KINGSMILL, A.S.A.A. 

Messrs NEWTON, ARMSTRONG & Co, Chartered 
Accountants, announce that from September “Ist, 
1952, their London office address is 33 Lawrence 
Lane, London, ЕС2. The telephone number, 
Monarch 6231, is unchanged. 

Mr GILBERT DYER, A.C.A., announces that he has 


acquired the practice formerly carried on by the late 
Mr Jonn Down, A.C.A., at 89 Charterhouse Street, 
ЕСт, as from September ist, 1952. The business will 
continue at the same address and at 10 Blakeney 
Road, Beckenham, Kent. 


Obituary 


CHARLES EDWARD FLETCHER, F.C.A. 


It is with deep regret that we record the death, on 
August 22nd, of Mr Charles Edward Fletcher, ¥.¢.a., 
in his 76th year. Mr Fletcher was senior partner of 


Messrs Cooper Brothers & Co, and had, for many. 
years, been a member of the Council of the Institute. | 


The following has been written by one who knew 
him well: 


It is with a heavy heart that one realizes that a 
cheery greeting from Charles Fletcher. will nevermore 
be experienced. With all his versatile attainments and 
the commanding position he occupied as senior partner 
of one of the foremost firms in the profession, for many 
of us the outstanding memories of him will be the 


feeling of affection which he generated, his genial" 
modesty and keen sense of good fellowship. As a 
: member of the Council of The Institute of Chartered 


Accountants in England and Wales from 1932 to 1951, 
he gave valuable service on various important com- 
mittees and there is no doubt that if he could have 


been prevailed upon to accept the office of president, 
he would have well upheld the prestige of that position; . 


but, unfortunately, advancing years and some medsure 
of ill-health prevented him from undertaking the task. 

An earnest of what might have been expected from 
him in high office, however, was exemplified during the 
four and a-half years he was chairman of the Investiga- 
tion Committee; he carried out his exacting duties 
with kindly dignity and his exposition of problems 
which had to be. brought. before the Council were 


always models of clarity. On the Executive Committee: 
of the Benevolent Association his deep sympathy and 


calm judgment were most helpful, and his views not 
infrequently induced the Committee towards a some- 


what more generous grant to an applicant than might : 


otherwise have been the case. 

Charles Edward Fletcher was born on January 21st, 
1877, the son of the late Edward H. Fletcher who had 
joined Cooper Brothers & Co in 1856 and was a 
partner from 1873 to 1920. Charles was educated at 
Uppingham and was articled in 1895, becoming a 
member of the Institute in 1901 and a partner in the 
firm in 1910, succeeding to the position of senior 
partner in 1946. The association of his father and 
himself with the firm, thus covered a span of nearly a 
century. His wife, who passed away in 1944, was 
formerly Miss Violet Anne Godfrey. They are survived 
by their four daughters; their only son died in infancy. 

'The activities of Charles Fletcher by no means 
ended with the profession. He was a Freemason, 
having been Chaplain of Camden Place Lodge No. 


3042, and a Past Master, and had received provincial 


honours in the Province of Kent. He was also a 
member of the Worshipful Company of Haberdashers, 
having been admitted to the Livery in 1901 and serving 
the office of Master in 1945—46. During his period of 
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office he attended some of the Trials at Nuremburg 
at the invitation of the British War Crimes Executive 
‘and he was also a Governor of Haberdashers’ Aske's 
Schools for several years. His interest in sport was 
widespread, He was captain of Chislehurst Golf Club 


in 1932-33 and again from 1942 to 1945. He was a. 


member of the Royal Thames Yacht Club and of the 
Kent County Cricket Club and President of the 
Chislehurst Cricket Club and of the Chislehurst 
Dramatic Society. In 1941 he presented the first 
ambulance to the 54th Battalion Home Guard. He had 
received the honour of appointment as Chevalier of 
the order of Légion d’Honneur. 

To him we now bid a sad farewell and extend our 
heartfelt sympathy to his family, his partners and 
those who served on his staff. These, together with the 
many clients of his firm who had the benefit of his 
sage advice, as well as the hundreds of others who 
had the good fortune of his close friendship, will 
miss him greatly. : G. R.F. 


Joun SALMON THOMAS, F.S.A.A. 
We have learned with regret of the recent death, at 
the age of 54, of Mr John Salmon Thomas, F.s.A.A., 
a partner in the firm of Haswell Brothers, Incor- 
»porated Accountants, of Chester and Wrexham. 
Mr Thomas was admitted a member of the Society 


of Incorporated Accountants end Auditors in 1925 . 


and had been a partner in the firm of Haswell 
Brothers ince 1934. He had many business interests 
in CheshirJ'and North Wales and was also a member 
of the North Western District Valuation Board set 
up under the nationalization of coal mines. 

A prominent Freemason, Mr Thomas had a charm 
of manner which appealed to all with whom he came 
чп contact and his loss will be keenly felt by a wide 
circle of friends. 


Professional Note 


London Transport ‘Executive announces that Mr 
E. S. H. Eales, A.C.A., A.M.INST.T., who joined the 
Executive as acting audit officer in April 1949 and 
was appointed audit officer in 1950, has been 
appointed costs officer. The Executive also announces 
that Mr W. P. Lavender, a.a.c.c.a., who was 
appointed traffic auditor in 1948, has been appointed 
audit officer. 


National Film Finance Corporation 


The President of the Board of Trade has appointed | 


Mr-J. Franklyn Venner, C.M.G., В.С.А., a partner in 
the firm of Edward Moore & Sons, Chartered 
Accountants, to be a part-time member. of the 
National Film Finance Corporation. Mr Venner 
replaces Mr S. John Pears, F.c.a., a partner in the 
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firm of Cooper Brothers & Co, whose term of office 
expired on July roth, 1952, and, at his request, was 
not extended, owing to pressure of business. 

The National Film Finance Corporation was set 
up in 1949 to make loans to the film industry for the 
financing of film production in this counzry. 


. Migrant Companies: General Treasury 
Consent 

As indicated in a leading article on another page, 
certain transactions which would otherwise be pro- 
hibited by Section 468 of the Income Tax Act, 1952, 
are the subject of general consent by the Treasury 
under Section 468 (4) (a). They are as follows: i 

1. A transaction falling within paragraph (c) of 
subsection (1) of Section 468 of the Income Tax 
Act, 1952, where the body corporate which is not 
resident in the United Kingdom was incorporated 
after December 31st, 1951, for the purpose of starting 
and carrying on a new industrial activity in any 
Commonwealth territory and is resident in that 
Commonwealth territory. 

‘Industrial activity’ means any productive, extrac- 


.tive or manufacturing industry, any public utility, 


fisheries or any form of husbandry: 

2. A transaction falling within paragraph (b) of 
subsection (1) of Section 468 of the Income Tax 
Act, 1952, which consists of the outright sale of a 
business or part of a business to a person not resident 
in the United Kingdom, provided that: 

(a) the sale is for full consideration paid in cash; 

(b) the consideration for the sale does not exceed 
£50,000; 

(c) the buyer is not a body corporate over which 
persons ordinariy resident in the United 
Kingdom have control; 

(d) the buyer has no interest in the business of the 
seller, and the seller has no interest in the 
business of the buyer; 

(e) the sale is not associated with any other opera- 
tion, transaction or arrangement whereby the 
business (or the part of a business) which is 
sold, or any interest in that business (or part 
of a business), may revert to the seller or to 
any person who has an interest in the business 
of the seller. 


Oversea Meetings of Accountants 
At the fiftieth annual meeting of The Canadian 
Institute of Chartered Accountants, which com- 
mences in Quebec today, September 6th, The Insti- 
tute of Chartered Accountants in England and Wales. 
will be represented by the Vice-President, Mr James 
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Blakey, F.c.a., and the Secretary, Mr Alan 5. MacIver, 
M.C., B.A. On Tuesday next, September gth, the 
meeting moves to Montreal where on Wednesday, Mr 
C. Percy Barrowcliff, F.s.a.a., President of The Society 
of Incorporated Accountants and Auditors, will give 
an address at the anniversary luncheon. 

Mr T. B. Robson, M.B.E., M.A., F.C.A., President 
of the Institute, together with Mr Maclver, will 
represent the Institute at the sixty-fifth annual 
meeting of The American Institute of Accountants, 
to be held at The Shamrock, Houston, Texas, from 
October sth to oth. Mr Robson will address the 
meeting on 'Some present-day aspects of the account- 
ancy profession in Great Britain’. 

At the invitation of the Institut der Wirtschaft- 
sprüfer, Mr E. Bartholomew, A.C.A., will represent 
the Institute at the German Institute's professional 
conference, to be held in Hamburg on September 
24th and 25th. 


'The Institute of Chartered Accountants 
in Ireland 


The next Preliminary, Intermediate and Final 
examinations of the Institute will be held in Dublin 
and Belfast on November 18th, roth, 2oth and 2156, 
1952. 

Forms of application can be obtained from the 
Secretary, The Institute of Chartered Accountants in 
Ireland, 7 Fitzwilliam Place, Dublin, and intending 
candidates should send in their applications on or 
before October 1st, 1952. 


'Taxation Lectures in London 


Two courses, each of seven lectures, on taxation law 
and practice are to be held at Kingsway Hall, Kings- 
way, WC2, on Wednesday and Thursday evenings, 
commencing September 24th and 25th. Each lecture 
will be of one and a quarter hours' duration, including 
time for questions, and will commence at 6.15 p.m. 

. The course for advanced students and practitioners 
will be on Wednesday evenings and the subjects of 
the lecturer, Mr Percy F. Hughes, A.S.A.A., F.C.LS., 
"Assistant Editor of Taxation, will be as follows: 
(т) Excess profits levy; (2) and (3) Excess profits 
levy: alternative standards; (4) Excess profits levy: 
transfers and groups; (5) Profits tax; (6) Companies 
and sur-tax; (7) Back duty. 

On Thursday evenings an introductory series of 
lectures (also for Intermediate students) will be given 
by Mr Т. L. Graham, a.s.a.a., of Taxation. His 
subjects will be: (1) Introductory and Schedule E; 
(2) Computation of profits, Cases I and II of Schedule 
D; (3) Par:nership assessments and trading losses; 
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(4) Profits tax, I; (5) Profits tax, II; (6) Excess profits 
levy, I; (7) Excess profits levy, II. 

The fee for each course is one guinea and admis- ~ 
sion cards can be obtained from Mr Ernest F. Green, 
Kingsway Hall, Kingsway, WC2. Telephone: HOL. 
8860. Cheques should be made payable to ‘Ernest 
T. Green’. 


Recent Publications 


‘Tue THEORY or Economic PoLICY IN ENGLISH CLASSICAL 
POLITICAL Economy, by Lionel Robbins. xiit217 pp. 
83 X 55. 15s net. Macmillan & Co Ltd, London. 

ELEMENTS OF Economics, by S. Evelyn Thomas, B.COM., 
PH.D.(LOND.), F.C.LS., Е.С.С.5., ALB. vili+605 рр. 
84x54. 305 net. Sir Isaac Pitman & Sons Ltd, London. 

Tue Accountant’s Income Tax GUIDE. 68 pp.+ appen- 
dices. 9} X 6. 125 ба net, post free 13s. Barkeley Book Co 4 
Ltd, Stanmore, Middlesex. 

City or DURBAN, CITY TREASURER’S REPORT AND ABSTRACT . 
or Accounts for the year ended July 31st, 1957. 
Іхххіу +149 pp. 13 X 84. City Treasurer, Durban. 

Ciry or DURBAN, GENERAL STATISTICS AND EPITOME OF 

. THE City’s Accounts for the year ended July 31st, 1951. 
54 pp. 9$ x 6. City Treasurer, Durban. 

INSURANCE ACCOUNTS AND FINANCE, Fourth Edition, by 
J. B. Welson, LL.M., F.C.L.S., F.C.L.L., Barrister-at-Law, 
and Hector K. Maclver, M.A., LL.B., C.A. 214 pp. 84x sh. 
12s 6d net, plus 4d Postage. Buckley Press Ltd, Brentford,’ 
Middlesex. 

BuiLDING Socretrés YEAR Book, 1952. 645 pp. 84 X 54. 

24s net. Official Handbook of The Building Societies 
foe compiled and edited by Franey & Co Ltd, | 
ondon. 


Our Contemporaries 


Tue ACCOUNTANTS’ JOURNAL. (Wellington.) (July.) 
REVISION OG REGNSKABSVAESEN. (Copenhagen.) (July.) 
LOCAL GOVERNMENT FINANCE. (September.) 
Economics. (Vol I, Pt. 4.) 

THE CHAMBER OF COMMERCE JOURNAL. (September.) 
THE ACCOUNTANTS JOURNAL. (September.) 

THE Banker. (September.) 

Tre BUILDING SOCIETIES’ Gazette. (September.) 

Tue Cost Accountant. (September.) 

THE JOURNAL ОБ ACCOUNTANCY. (New York.) (August.) 


ANNOTATED TAX CASES 


Edited by Roy BORNEMAN, Q.C. 


Published on the first Saturday after the zoth 
of each month. Reports of Income-Tax, Sur-Tax, 
Profits Tax, E.P.T., Death Duties and Stamp Duty 
Cases decided in the Courts of England and Scotland. 
The reports contain a lucid summary of the cases and 
a full report of the judgments, together with explana- 
tory notes on the decisions. 
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VOL. CXXVII NO. 4056 


PRODUCTIVITY COUNCIL’S 
FINAL REPORT 


O mark the conclusion of its activities in their original 

form, the Anglo-American Council on Productivity has 

just published, in a final report, an interesting account of 
the four eventful years of its existence.t Founded in 1948 by the 
British and American Governments as part of the Marshall Plan 
for assisting European recovery, the Council had as its main 
object the promotion of economic well-being by a free exchange 
of information in the sphere of industrial organization, method 
and technique leading to an increase in the level of productivity 
in this country. It was soon established that the best means to 
this end were visits to factories and the exchange of production 
techniques; the maintenance and improvement of plant and the 
availability of power; the measurement of productivity and com- 
parisons, plant with plant, industry with industry end country 
with country; the standardization, specialization and simplifica- 
tion of industrial production; and {ће wide dissemination of 
economic information. Four of the five working committees 
appointed by the Council to consider the best approaches to these 
questions completed and reported upon the respective assign- 
ments in 1949. The fifth, that formed to arrange the visits of 
productivity teams to America, continued successfully to function 
until the Council concluded its fifth and final session earlier this 
year. 

This work, started so auspiciously by the Anglo-American 
Council on Productivity, will be continued by the United King- 
dom section under the title of the British Productivity Council. 
The chief tasks of the new body will be to father into the world 
the remaining dozen or so team reports not yet published; to 
produce, at an early date, a book explaining the chief factors 
affecting productivity; and, generally, to foster increased pro- 
ductivity in all industries. As a start, a national conference will 
probably be held later this year to discuss how best this general 
objective may be achieved. It is hoped that industry in America 
will welcome other teams of inquiry within the scope of a two- 
way exchange, and. the United States section of the original 
Council is endeavouring to establish a stand-by organization to 
help this project. | 

The pattern and purpose of the reports so far published of the 
industrial and specialist teams, sixty-six in all, which have visited 
America during the last three and a half years will already be 
familiar to our readers. The cover of each report is of a distinctive 


1 Published by the Anglo-American Council on Productivity, 21 Tothill Street, 
SW1 (35 ба, post free). ' 
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colour yet the format, type and lay-out are 
pleasingly uniform. When the series is complete 
it will constitute a valuable record of the differing 
methods of most of the major British and Ameri- 
can industries — and the lessons to be learned 
therefrom — as observed by 911 individuals (885 
men and 26 women), selected, as far as possible, 
in equal numbers from supervisory, technical 
and workshop levels and all, needless to say, 
expert at their jobs. As each of them was absent 
from his ог her normal work for a total period of 
about fourteen weeks, the collective contribution 
to the success of the scheme made by their 
employers must have been considerable. 

To gather the rich and comprehensive harvest 
of knowledge contained in these reports, of which 
more than 500,000 copies have so far been 
printed and distributed, nearly 2,000 plants and 
places of business were visited. In all cases, first 
consideration very properly was given to the 
techniques and working conditions of the par- 
ticular industry under review but in a few 
instances — the reports of the brass-foundry and 
iron and steel teams are two examples – an 
attempt was made to relate the lot of the workers 
in those industries against the vast background 
of America as a whole. Even in the most technical 
reports there were occasional glimpses of the 
impression which the American way of living 
had made on team members. For example, one 
admirable but rather dull chapter on trade unions 
and labour relations, enumerating the various 
benefits accruing to workers, was suddenly 
enlivened by the quotation of a caption to a 
New Yorker cartoon showing an angry employer 
addressing an employee which ran: 

‘Harris; I've cancelled your hospitalization and 
sick-benefit policy, closed out your old-age retire- 
ment account, cleared your case with the union, 
given proper legal notice to the Unemployment 
Insurance Bureau and had a check drawn for 
your vacation credit, cost-of-living bonus, sever- 


. ance pay, and accumulated salary, including over- 
time. You're fired? 


Nearly all the teams, whose numbers ranged 


: from five to eighteen, included at least one. 


accountant so that comment on costing and 
management, almost without exception, has been 
fully informative. Readers of this journal will 
have come to recognize in our notices of pro- 
ductivity reports certain recurring themes such 
as the feeling of ‘cost-consciousness’ which per- 
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meates Ámerican industry; the excellent under- 
standing which exists between executives and 
employees and between the costing and produc- 
tion departments; the variety of statistical infor- 
mation available, the speed at which it is pro- 
duced and the ease with which it is assimilated 
by all levels of management down to charge 
hands; the favourable effect on cost of long runs 
of a few standard products; the opportunities 
given to trainees to work themselves up to 
executive positions; and the spirit of adventure 
in both American capitalists and workmen 
typified in their constant readiness to take risks. 


Some of these precepts of American business : 


philosophy — as well as many others — have been 
elaborated in considerable detail in the report of 
the management accounting team, published in 


1950 and addressed primarily to managers and: 


accountants in industry.” The Council's final 
report makes special reference to the considerable 
influence which the team's conclusions and 
recommendations have had on current thought in 
this country by emphasizing the importance of 
costing and accounting techniques in the day-to- 
day control of operations and in fixing future 
targets. It is interesting to note that of the forty- 


nine reports published to date, the distribution ' 


figures of that on management accounting are 


exceeded only by those of the coal and pulling | 


reports. 

Many of the reports have stressed that the best 
practices in British industries compare favour- 
ably with the best practices in American industries 
but that a different attitude of mind towards work 
and the material rewards to be derived from it 
exists in the United States. The Council expresses 
the hope that by means of various devices for the 
wide dissemination and discussion of the teams’ 
reports, both in their original form and in 
shortened popular versions, and through the 
business and social contacts of the individual 
members of the teams, the climate of opinion 
about productivity in this country will be steadily 
improved. There can be no doubt that, although 
the tangible results of this unique international 
experiment may not be immediately apparent, 
the good work done by the Council, especially 


among the younger recruits to industry, will : 


have a beneficial effect on our commercial 
prosperity for many years to come. 





1See The Accountant of November 18th, 1950, at page 505. 
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NATIONAL INCOME AND EXPENDITURE, 1946-51 


of the national income and expenditure 

in the years 1946 to 1951 inclusive.! It 
represents a continuation of the annual series 
Cmd. 8203, Cmd. 7933, Ста. 7649, and it 
revises the figures given in the Preliminary 
National Income and Expenditure Estimates 
(Cmd. 8486) which were the subject of a Weekly 
Note in our issue of March 15th last. 

As we observed in our Weekly Note, the 
increase of 4 per cent in gross national product, 
shown in the provisional figures, was noticeably 
bolstered up by the effect of higher prices. The 
new statistics include figures for 1948-51 given 
at constant prices, that is at 1950 prices. These 
are accompanied by a warning that the adjust- 
ments can only be very approximate, but never- 
theless they mark an advance on the previous 
method of approach to these comparisons. 

The revised figures show that the gross 
national product for 1951 was Only 2 per cent, 
not 4 per cent, higher than in 1950. This is a 
lower.rate of increase than in the previous two 
years. The year 1951 also. saw a reversal of 
tendencies obtaining in the preceding two years. 
In 1949 and 1950 home consumption of goods 
and services increased rather less than the 
domestic product; personal consumption rose 
but investment fell, the fall being confined to 
stocks (fixed investment increased in both those 
years). Again, in both those years, exports rose 
more than imports. In 1951 home consumption 
increased more than the domestic product, this 
being due, not to an increase in personal con- 
: sumption, which in fact was lower, but to a rise 
in public current expenditure and in investment. 
The increase in investment was confined to stocks, 
for fixed investment fell. Defence accounted for 
most of the increased public expenditure, The 
year 1951 also saw a rise in imports Е than 
the rise in exports. 

Those who have been endeavouring to per- 
suade the Royal Commission on the Taxation of 
Profits and Income that profit is not determined 
until full provision is made for the maintenance 
of real capital, may find some incidental support 
for their argument in the introduction to the 


Le Wednesday was published a blue book 


1 H.M.S.O. 6s net. 


tables of gross national product. It contains the 
following observation: 

‘It is fundamental to the concept of the national 

income that it measures what is available to the 

nation for consumption or adding to wealth after 
maintaining capital intact.’ 
After observing that an allowance for deprecia- 
tion should be made, the introduction continues: 

‘Further, it is the real capital of the nation which 

must be maintained intact if the measure of the 

national income is not to give misleading results. 

The correct measurement of the national income 

therefore requires that income shares should be 

defined after allowing for the current depreciation - 

of capital at current replacement cost.’ 
The subject is pursued in relation to stocks. The 
introduction observes that normal business 
accounting treats stocks in a way different from 
that required by the principle on which the 
estimation of national income is based. The con- 
tribution of the entrepreneur to the national 
income 

‘must be reckoned after charging as a current cost 

the replacement cost of the materials used in pro- 

duction, which, if prices are changing, will in 
general Ђе different from their original cost. This 
is not, however, the principle on which normal 

` accounting is based. That is related. to the main- 
tenance intact of money capital. : 

The table of personal income and outlay, at 
current prices, shows that the increase in 1951 in 
money incomes (including stock appreciation), 
of £805 million, included £745 million (or 93 per 
cent) for wages and salaries. When tax is deducted 
the figures are still more in favour of the salary 
and wage-earning group. The figure for saving 
and stock appreciation, which is purely residual 
and therefore somewhat suspect, shows a decrease 
in the year from £177 million to £98 million. 

The trading profits of companies, including the 
trading surpluses of public corporations, were 
£2,140 million for 1951, against £1,678 million 
for 1950. Other corporate income was {728 
million (£712 million in 1950) and includes the 
profits of British companies operating abroad. No 
less than 43 per cent of the 1951 figure went in 


, provision for taxation, 32 per cent being applied 


in dividend and interest and the remaining 
25 per cent saved, including provision for stock 
appreciation. 
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THE FINANCE ACT, 1952 


Machinery and Plant: Balancing: Allowances 
and Charges 


HE legislation of 1945, governing capital 
ЕСЕ for machinery and plant, was 

characterized neither by brevity nor by 
clarity, and was still further confused by the 
fourteen-page Sixth Schedule of the Finance Act, 
1949. Notwithstanding the volubility of the legis- 
. lation, the scheme of balancing allowances and 
charges has revealed serious defects, from the 
Revenue point of view, which Section 24 and 
Part I of the Sixth Schedule to the Finance Act, 
1952, are now intended to cure. The new pro- 
visions cover more than six pages and are fully 
within the tradition of obscurity. 

It may well be that in 1945 it was considered 
that, in the nature of things, a balancing allow- 
ance was much more likely to arise than a charge, 
and that therefore the category of events which 
were to give rise to an allowance or charge ought 
to be restricted. However, experience in the years 
since then has shown that the second-hand value 
of many kinds of machinery and.plant, notably 
motor-cars and ships, has risen above their cost 
as new. 

. In seeking to impose balancing charges the 
Revenue have frequently been baulked by the 
very provisions which were intended to protect 
them. Taxpayers holding plant on which high 
initial and annual allowances have been made 
have been quick to find ways of disposing of it 
without attracting a balancing charge. Thus they 
have not only been able to retain the profit on 
disposal, but also the benefit of income-tax 
allowances previously given. 

The events giving rise to balancing allow- 
ances or charges were set out in Section 17 of the 
Income Tax Act, 1945 (now Section 292 of the 
Income Tax Act, 1952) and were as follows: 


(a) the plant is sold; 

(5) the plant is lost because of the termination 
of a foreign concession; 

(с) the plant is destroyed; 

(d) the plant is put out of use as being worn 
out or obsolete or otherwise useless or no 
longer required; 

and (except under (5)) the event in question 
occurred before the trade etc. was permanently 
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discontinued. The section then provided in effect ` 
that a succession within Rule 11 of Cases I and II 
of Schedule D (now Section 145 of the Income 
Tax Act, 1952) was not a permanent discontinu- 
ance for this purpose. This latter provision was 
bound to cause anomalies, in view of the known 
difficulties of deciding what is a succession. 

In C.I.R. v. Reid etc. ([1950] 31 Т.С. 402; 
29 A.T.C. 217) the joint owners of a fishing 
vessel used it for the trade of fishing and then 
sold it, at a price exceeding its written-down 
value, to other persons who proceeded to use it 
for the same purpose. The Revenue sought to 
impose a balancing charge on the seller, arguing 
that as the vessel continued to be used for fishing, 
the sale had not been made on a permanent dis- 
continuance. However, their argument was 
unanimously rejected by the Court of Session. 


Events which now give rise to Balancing 
- Allowances and Charges 


Paragraph 1 (1) of Part I of the Sixth Schedule 

to the Finance Act, 1952, now abolishes the 

artificial distinction for capital allowance purposes 

between a succession which gives rise to the 

‘cessation provisions’, and a.permanent discon- 

tinuance. It also substitutes the following events 

as giving rise to balancing allowances and charges: 

а) any event occurring after the setting up and 

before the pM discontinuance of the 

trade whereby the . . . plant ceases to belong 

to the person carrying on the trade (whether 

on a sale of the . . . plant or in any other 
circumstances of any description), or 


(b) us event occurring as aforesaid whereby the 

. plant (while continuing to belong to the 

person carrying on the trade) permanently 

ceases to be used for the purposes of a trade 
carried on by him, or 


(c) the permanent discontinuance of the trade, 
the .. . plant not having previously ceased 
to belong to [him]... ’ 

The question what constitutes the permanent 
discontinuance of a trade or profession is one 
which has already received much attention in · 
income-tax practice and should not normally 
cause difficulty. As indicated above, it includes a 
succession where there is a complete change in. 
the persons carrying on the trade, etc. and also 
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where election is made for the application of the 
cessation provisions. 

Under (b) above, the question whether plant 
has ‘permanently’ ceased to be used for the pur- 
. poses of the trade may well give rise to argument. 

The new provisions of Schedule 6 to the 
Finance Act, 1952, apply not only to trades but 
also (with the necessary adaptations) to profes- 
sions, employments and vocations, and to the 
occupation of woodlands assessed under Schedule 
D (paragraph 13). Presumably it is not intended 
to include the occupation of woodlands outside 
the United Kingdom, or any other source of in- 
come, where the assessment is under Case V of 
Schedule D on remittances, but the paragraph 
does not say so; it follows in wording, Section 
302 (1) of the Income Tax Act, 1952. 

Paragraph 9 of the. Schedule directs that 
nothing in the preceding provisions of the 
schedule is to have effect where the “event’ in 
question occurred before the commencement of 
the Act (July gth, 1952). 


More Than One Event For Same Plant 

. It may be that, after the commencement of the 
Act, an item of plant is the subject of two or 
more successive events each of which falls within 
paragraph 1 (1); the plant still remaining in the 
same ownership. For instance it may permanently 
cease to be used, within paragraph 1 (1) (5), and 
subsequently the trade itself may be permanently 
discontinued within paragraph 1 (1) (c) To 
prevent the operation of the balancing allowance 
and charge provisions more than once in such a 
case, the proviso to paragraph r (1) directs - in 
effect - that only the first of these events is to 
bring the provisions into operation. 

Paragraph 1 (2) of the schedule provides for a 
slight verbal amendment of Section 296 (2) (b) 
of the Income 'Tax Act, 1952, which is merely 
consequential on the alteration of the law pro- 
vided by paragraph 1 (1). Section 296 (2) gives 
the taxpayer the option of claiming obsolescence 
in respect of a replacement of plant which was pro- 
vided before April 6th, 1946. This deduction is 
intended to be alternative, not additional, to 
balancing allowance. Accordingly, to avoid double 
allowance, Section 296 (2) (b) originally provided 
that 


- 'no balancing allowance shall be made in respect 
of [the sale, destruction or putting out of use of] 
the machinery or plant replaced’. 
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Instead of setting out all the extended category of 
events which can now give rise to the allowance, 
the draftsman has adopted the simpler alterna- 
tive which was open to him in the first place, i.e. 
the words in brackets have been deleted. 


Determination of Proceeds For Balancing 

Allowance and Charge Purposes 
To compute a balancing allowance or charge, it 
is necessary to take some figure for the proceeds 
of the disposal of the plant in question. The new 
events detailed above as giving rise to balancing 
allowances and charges include events under 
which no money will normally be received for the 
plant, notwithstanding that it may be of con- 
siderable value. This applies particularly to the 
event in paragraph 1 (1) (5), where for instance a 
trader changes his business car to private use or 
gives it to his wife to use. Furthermore the car 
may be disposed of to a relative or other person, 
ostensibly by sale, but at a price much below its 
real worth. To avoid the granting of excessive 
balancing allowances, or the making of inadequate 
charges, in those cases, it is necessary to make 
provisions for the adoption of what might be 
called a notional sales figure, just as is already 
done for instance in a case covered by Section 
328 of the Income Tax Act, 1952, where plant 
changes hands on the occasion of a succession. 
These new provisions are contained in paragraphs 
2 and 3 of the Sixth Schedule. 

As in Section 328 referred to above, the pro- 
visions adopt the notion of the 'open-market 
price', which is defined in paragraph 2 (2) as 
‘the price which the machinery or plant would 
have fetched if sold in the open market at the 
time of the event in question'. Here is a new and 
fruitful source of time-wasting argument. 

'The procedure for determining the open- 
market price is laid down in Section 329. In 
general, where the taxpayer and the Inspector 
are unable to reach agreement, the question is to 
be determined in like manner as a Schedule D 
appeal. The special feature is that the determina- 
tion may be material to more than one taxpayer, 
e.g. it may also affect the liability of the person 
who takes the plant (see paragraph 5). Accordingly, 
provision is made for all the persons affected to 
appear. Moreover, they are allowed to make repre- 
sentations in writing instead of appearing. 

(To be continued.) 
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RELIEF FROM CAPITAL AND TRANSFER 
J STAMP DUTY | 


by SPENCER С. MAURICE. 


HE Finance Act, 1927, Section 55, as 

amended by the Finance Act, 1928, Sec- 

tion 31, and the Finance Act, 1930, Sec- 
tion 41, provides that where companies carry out 
a scheme of reconstruction or amalgamation relief 
may be obtained from all, or at least part, of the 
stamp duty normally payable on the capital of a 
company and on the transfer of shares. 

'The effect of subsection (1) of Section 55 is 
briefly this. Where a company (called the 'trans- 
feree company?) is either formed, or increases its 
issued capital, with the object of acquiring the 
undertaking of, or not less than 9o per cent of 
the issued share capital of another company 
(called the ‘existing company’), no duty is pay- 
able on that part of the capital of the transferee 
company which is equivalent to the capital which 
it acquires in the existing company, nor on the 
transfer of shares in the transferee company to 
the existing company or its members. 

The object of the section is to eliminate the 
hardship of paying duty in a case where there is 
a transfer of property from one legal entity to 
another, but that transfer is technical in character 
and the ownership of the property in substance 
remains the same. 'T'he section is rather compli- 
cated, and the object of this article is to consider 
the more important cases on it. 


‘Issue’ of Shares 
Before the benefit of Section 55 (1) can be 
claimed in a case where shares are to be acquired, 
it must be shown (inter alia), 

'(c) that the consideration for fhe acquisition 
(except such part thereof as consists in the transfer 
to or discharge by the transferee company of 
liabilities of the existing company) consists as to 
not less than 9o per cent thereof (1) where an under- 
taking is to be acquiréd, in the issue of shares in 
the transferee company to the existing company or 
to holders of shares in the existing company; or 
(ii) where shares are to be acquired, in the issue of 
shares in the transferee company to the holders of 
shares in the existing company in exchange for the 
shares held by them in the existing company. . .' 

The decision in Oswald Tillotson Ltd v. CLLR. 
([1932] 1x A.T.C. 402; [1933] 1 K.B. 134) 
(hereinafter referred to as ‘the Tillotson case’) 
turned on the meaning of the word. ‘issue’, a 
word of which Lord Hanworth, M.R., said in 
that case that it was impossible to say that it was 


used in all Acts of Parliament and in all circum- 
stances with the same meaning. 


The Effect of Renunciation 
In the Tillotson case one of the members of the 


'existing company to whom shares in the trans- 


feree company were allotted in the reconstruc- 
tion immediately renounced his right to them and 
sold them, while another member directed that 
shares allotted to him should be registered in the 
names of nominees in trust for him. The question 
was whether there had been an issue of shares to 
the two members of the existing company so as 
to satisfy the statute and qualify the transferee 
company for exemption from stamp duty. 
Finlay, J., in the King's Bench Division, held that 
in neither case was there an issue to members of 
the existing company. The Court of Appeal 
(Lord Hanworth, M.R., Slesser and Romer, 
L.JJ.), affirmed Finlay, J.’s, decision in respect 
of those shares which were sold, and, as they 
amounted to more than ro per cent of the shares 
allotted, this concluded the case in favour of the 
Crown. The Court declined to give a decision in 
the case of those shares directed to be tegistered 
in the names of nominees in trust for tbe allottee. 
The Court clearly thought that other considera-. 
tions might arise in a case of that kind. 

Lord Hanworth came to the conclusion that 
‘issue’ meant something more than the mere 
giving of an allotment letter to a member of the 
existing company enabling him to deal with the 
shares offered to him as he wished. It must, he 
held, mean a later stage, and the test to be applied 
was whether the shares ultimately belonged to 
some person who was the holder of the shares in 
the old company so that the identity of the old 
corporators and the new was maintained. 


Acquisition of Capital in Two Stages 
In Lever Bros Ltd v. CLR. ([1938] 17 A.T.C. 
615; [1938] 2 K.B. 518), the Court of Appeal 
(Sir Wilfrid Greene, M.R., Scott and Clauson, 
L.JJ.) decided that the condition that not less 
than go per cent of the share capital of the existing 
company must be acquired under the scheme of 

amalgamation is to be complied with strictly. 
The transferee company in that case acquired 
for cash 42 per cent of the capital of the existing 
company and later issued unissued capital so as 
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to acquire a further 55 per cent of that capital, 
making a total of 97 per cent in all. The question 
which therefore arose was whether the transferee 
company was entitled to exemption from stamp 
duty in respect of the additional capital which it 
issued, since in fact the result of the two steps 
taken by the transferee company was that it 
acquired over go per cent of the capital of the 
existing company. The Court held that the 
acquisition did not satisfy the conditions of sub- 
section (1) of Section 55 so that the transferee 
company was not entitled to exemption from 
duty 
What is an ‘Existing Company’? 

Prima facie, the expression ‘existing company’ 
used in Section 55 appears to mean a company 
wherever incorporated, but in the recent case of 
Nestlé Co Ltd v. C.I.R. ([1952] 31 A.T.C. 190), 
Danckwerts, J., in the Chancery Division, held 
that the expression related only to a company 
regulated by the laws of Great Britain. The 
appellant company, which was itself incorporated 
under the laws of Great Britain, increased its 
capital with a view to the acquisition of not less 
than 9o per cent of the issued share capital of 
each of four other companies, two of which were 
incorporated under the laws of Great Britain and 
two under the law of Northern Ireland. The 
Commissioners of Inland Revenue were willing 
to admit that the transferee company was entitled 
to exemption from stamp duty in respect of its 
acquisition of capital of the two companies incor- 
porated in Great Britain, but were unwilling to 
grant exemption in so far as the capital of the 
two Northern Irish companies was concerned. 


Not a Company Formed out of Great Britain 


Danckwerts, J., said that the point at issue was 
the meaning of the expression “existing company’ 
used in Section 55. That expression is nowhere 
defined, but the learned judge thought that, as 
the statute concerned was one which gave relief 
from fiscal dues, it was not likely that Parliament 
` in passing it was concerning itself with a company 
formed abroad. He drew support for this con- 
clusion from the provision in subsection (1) (A) 
before its amendment by the Finance Act, 1930, 
Section 41, that 
*... the amount by which ihe capital of the 
transferee company has been increased . . . shall, 
for the purpose of computing the stamp duty 
chargeable in respect of that capital, be treated as 
being reduced by .. . (i) an amount equal to 
the amount of the share capital of the existing com- 
pany in respect of which stamp duty has been 
paid...’ 
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That seemed to make it plain that the object of 
the exemption was to prevent stamp duty being 
levied anew where there was merely an increase 
of capital for the purpose of acquiring existing 
shares. The words ‘in respect of which stamp 
duty has been paid’ were repealed by the Act of 
1930, but the explanation of counsel for the 
Commissioners made it plain that the object of 
that repeal was not to extend the relief in respect 
of tax so as to make it available on the taking 
over of shares of a company in any part of the 
world, but to make it available to those companies 
which had been formed or had increased their 
capital before the Customs and Inland Revenue 
Act, 1888, introduced the stamp duty in question, 
and in respect of whose capital it acccordingly 
could not be said that stamp duty had already 
been paid. 


Subsequent Transfer by Company 

The privilege of exemption from duty is only 
granted where the scheme of amalgamation or 
reconstruction is a genuine one. Subsection (6) of 
Section 55 takes it away and provides that an 
amount equal to the duty remitted, together with 
interest thereon, shall be recoverable from the 
transferee company: 

ТЕ. (6) where shares in the transferee com- 
pany have been issued to the existing company in 
consideration of the acquisition, the existing com- 
pany within a period of two years . . . ceases, 
otherwise than in consequence of reconstruction, 
amalgamation or liquidation, to be the beneficial 
owner of the shares so issued to it; or (c) where 
any such exemption has been allowed in con- 
nexion with the acquisition by the transferee 
company of shares in another company, the 
transferee company within a period of two years 

. . ceases, otherwise than in consequence of 
reconstruction, amalgamation or liquidation, to be 
the beneficial owner of the shares so acquired. . .' 

It is to be noted that the result is the same 
whether it is the existing company or the trans- 
feree company which parts with the beneficial 
ownership of shares. 

The defendant company in Attorney-General v. 
London Stadiums Ltd ([1949] 28 Á.T.C. 311; 
1 K.B. 387 (C.A.)), was incorporated with the 
object of acquiring and amalgamating the under-. 
takings of three other companies and obtained 
relief from stamp duty under Section 55. Some 
four months later the three companies sold to a 
firm of stockbrokers a large proportion of the 
shares allotted to them in payment for the acqui- 
sition of their undertakings, and the stock- 
brokers shortly afterwards sold the shares to the 
public. The Commissioners of Inland Revenue 
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thereupon brought an action, through the 
Attorney-General, claiming under Section 55 (6) 
payment by the transferee company of a sum 
equal.to the duty which had been remitted. 

The defendant company based its case on the 
expression ‘the shares’ in Section 55 (6). Those 
words, it was argued, meant ‘all the shares’, not 
‘any of the shares’, and, as only a proportion of 
the shares had been sold, the company. was not 
affected by the subsection and remained exempt 
from stamp duty. This argument was rejected 
both by Lord Goddard, C.J., in the King’s Bench 
Division, and by the Court of Appeal (Tucker, L.J. 
(as he then was), Singleton, L.J.,and Jenkins, L-J.). 


Subsequent Transfer by an Individual 
Tucker, L.J., thought that the language in its 
context was reasonably plain, and that really it 
was quite clear from the whole structure of the 
section that its intention was to preserve the status 
quo, as it came into existence at the time when 
exemption was given, for the period of two 
years; and that, if there were any alteration in the 
status quo by reason that the beneficial ownership 
of any part of the shares issued ceased to remain 
in the ‘existing’ companies, then the payment 
under subsection (6) should become exigible. To 
give the words any other meaning would render 
the subsection purely nugatory. 
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‘If, by retaining one share out of hundreds of 
thousands, possibly, of shares issued, the company 
could retain the benefit of that exemption, it is 
difficult to see what purpose could possibly have 
been achieved by the insertion of this subsection.’ 


([1949] 28 A.T.C. 315; [1950] 1 К.В. 391).) 


That is clearly logical. What is not so logical 
is the fact, which Slesser, L.J., pointed out in 
the Tillotson case, that a company and an indi- 
vidual member of that company are not in the 
same position in this matter of parting with shares 
after a reconstruction or amalgamation. Where 
shares are issued to the existing company it 
must, in order that the privilege of exemption 
from duty may not be lost, retain those shares 
for two years. But if the shares are issued, not to 
the existing company, but to individual members 
of that company there is no such limitation as to 
time. Once an individual member has become the 
registered holder of shares he can dispose of 
them how and when he thinks fit. The illogicality 
becomes all the more apparent when it is remem- 
bered that, as was held in the Tillotson case, the 
exemption can only be obtained if the shares 
are in the first place issued in the sense that the 
allottee has become the registered holder: once 
he has become that, he can at once part with 
his shares. 


MECHANIZED ACCOUNTING —IV 


CALCULATING AND DUPLICATING MACHINES 
by R. GLENDINNING, M.A., C.A., F.C.W.A. | 


In the first two articles ој this series, published in our issues of August 23rd and 

30th, Mr R. Robert, A.C.I.S. traced the history of accounting machines from the 

early abacus to the present day. The series continues with three articles by Mr 
Glendinning, in the first of which, last week, he dealt with the factors to be con- 

sidered when mechanization is being contemplated. In the present and subsequent 

= article the author reviews the features ој present-day equipment and indicates some 
Г possible applications. : 


considerations on the question of accounting 

machines were discussed. Ín this article the 
main types of calculating and duplicating machines 
are described, together with some of their 
applications. 

Some reference should first be made, however, 
to slidé-rules, already mentioned.! These con- 
stitute a form of mechanical equipment which can 
be very helpful in industrial accounting but is 
often overlooked. 


ЈЕ the previous article, various general 


1 See Part I, The Accountant dated August 23rd, 1952, at 
page 212. 


Slide-rules 
Slide-rules take many forms, the commonest 
being that of a flat piece of wood or similar 
material, six to twelve inches long, in two movable 
parts, on which there are separate scales. To use 
them for calculation, all that is necessary is to set the 


two movable parts in the right position, thereafter 


reading off the answer, a process facilitated by 
means of a cursor. Other types of slide-rule are 
cylindrical, of which some small and convenient 
forms have, it is claimed, a capacity of one of the 
flat type having a length of six feet or more. It 
does not require a knowledge of the principle of 
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logarithms on which the use of slide-rules is 
based, to be able to use them effectively and, in 
fact, in many workshops they are in continual use 
by persons without any knowledge of the basic 


principle. Accountants generall seem to have : 


overlooked their great advantage in industrial 
accounting. 

Slide-rules cannot, of course, give an accurate 
figure to more than three to four significant 
places, but it is surprising how often in the 
presentation of information for management, this 
is accurate enough. What is required it must be 
remembered always, is significant, not absolute, 
accuracy. Where, for example, it is required to 
convert purely statistical information, e.g. number 
. of hours lost through machinery breakdowns etc., 
to a loss expressed in money terms, then it is 
usually adequate for the hours merely to be 
multiplied by an average rate to give the appro- 
priate sum. What matters is that, to be significant, 
the answer should be expressed in terms of 
money and, depending on the circumstances, the 
fact that accurate calculation would show the 
answer as £17, whereas a slide-rule shows it to 
be £18, does not greatly affect the value of the 
information. 

Another form of slide-rule is that of a large 
wheel, which:is used for dividing up piecework 
earned among the individuals who have con- 
tributed to its earning. 'T'his is a particularly apt 
use and where this type of calculating operation 
must be done regularly, the possibility EON 
сеп be НЕС 


CALCULATING MACHINES 


As to the more usual forms of calculating 
machines, there is nowadays a variety of types 
available, of which some are small and relatively 
inexpensive. It is not proposed to describe or 
discuss the latter here: nevertheless, particularly 
for the small office, the possibility of using one of 
them should not be overlooked. In the hands of 
someone who has become accustomed to them, 
they can be very helpful. 

The commoner forms of calculating machines 
may be classified under two heads: 


(i) those the main function of which is to add | 


(probably more important for accounting 
generally); 


(ii) those the main function of which is to 
multiply and divide. 


They include the following common variants: 


(a) That in which figures to be added are 
registered in the machine by pressing the 


THE ACCOUNTANT 


293 


appropriate keys. The machine adds these 
figures as it goes along and shows the total 
on a register which is cleared by depressing 
a lever. Sometimes these machines are 
powered by electricity, thus minimizing 
effort by the operator. They can also be 
used for multiplication and division (and, 
of course, subtraction). 

(b) Others, instead of having the full range 
keyboard, ie. 1 to 9, have only 1 to 5, 
which means, of course, two depressions of 
the key in order to register anv number 
between 6 and 9 inclusive. 

(c) Another type of equipment both accumu- 
lates the totals and prints the various items 
introduced in the machine and, on pressing 
the appropriate key, also prints the total. In 
some cases the equipment can deal with 
credits by depressing a particular key. 

(d) Another type, usually electrically powered, 
can multiply and divide. The multiplicand 
is introduced in the equipment by pressing 
the appropriate keys, the multiplier is then 
put in in a similar fashion and, by pressing 
a further key, the machine calculates the 
product, which is revealed on a register. 


(e) In yet another type the multiplicand is 
introduced in the machine by means of 
levers adjusted to the appropriate position 
corresponding to each digit; thereafter by 
turning the end lever or ‘handle’ the 
required number of times separately for 
digits, tens, hundreds, etc., corresponding 
to the multiplier, the product appears on 
the register. 

Each of these types possesses a suitability for 

certain operations, though not all operate on a 
sterling basis (some being decimal). 


Deciding which Type 


A suggested procedure for deciding which 
particular type is most suitable for pu 
requirements is as follows: 


(1) Study which arithmetical operation is, in 
fact, most important (not forgetting the 
possibility of bringing within the ambit of 
the scheme any others not considered 
originally). 

(2) Put each possibility through comprehensive 
tests of effectiveness, both for present 
intended requirements and also those con- 
sidered just possible in the future. 

(3) Determine which principle is most suitable, 
e.g. crank-operated or key depression. 
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(4) Consider whether the ability to list as well 
as calculate is necessary or not. 


(5) Finally, in the manner already suggested, 
tabulate the advantages and disadvantages. 


(All forms of equipment should be considered 
in this way, in conjunction with the more general 
points mentioned in the previous article.) 

Of the types of equipment described above, the 
general suitability of each may be briefly men- 
tioned. 


Accounting Applications 


"Type (a) represents the general all-purpose type, 
being particularly suitable for additions. It is 
therefore used widely by professional accountants 
in the course of their work of auditing. Thus it is 
suitable for checking a predetermined total, as well 
‘as for arriving at one required (for example, in 
connexion with book-keeping machines) to give 
a control figure. Although most suited for addition 
and subtraction, it is readily usable for multiplica- 
tion and division. 


Type (b) is similar to type (а), but involves ап. 


extra depression of a key when any figure over 
5 is required, though this is not necessarily an 
operational disadvantage. Being less expensive 
it may conveniently be purchased where the 
volume of work does not justify a more expensive 
and larger type of machine. The work it does is 
much the same as that done by type (a), but it is 
not so convenient for multiplication and division. 

Type (c) is also very useful for general purposes 
other than multiplication or division, but perhaps 
more so where the volume of work does not 
necessitate a full-time trained operator, since it 
provides a printed list. It is particularly useful for 
providing control totals which would not be listed 
or recorded through the ordinary accounting 
processes. 

Type (d) is rather confined to special work, of 
which there needs to be a large enough volume to 
make it worth while. It is suitable for such things 
as interest calculations, calculations of security 
values, etc. One feature which is very useful is 
that the multiplier can be held whilst different 
multiplicands are introduced. 


Ancillary Applications 


Perhaps it should be stressed that types (а), (b) 
and (c) have possible uses in works and stores in 
addition to the ordinary uses of the accounts office. 
This is also true of type (4) which is specially 
useful for drawing offices where it is necessary to 
calculate stresses and strains and other com- 
paratively complex matters. 
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` The significance of this is that whereas account- 
ing work alone may not justify the purchase of one 
of the above machines, its use in conjunction with 
other special work not in the accounts office may 
amply justify the purchase. This possibility should 
always be thoroughly explored. 

The same applies also to type (e) which, again, 
is not uncommon in professional offices where 
interest calculations often have to be made or 
checked. Like type (d), this can also hold a 
multiplier to which can be applied various 
multiplicands – especially useful, for example, 
for working out percentages. 

Of the types of equipment mentioned, it will 
be noted that only one is able to print. Too much 
stress should not be laid on this feature. There are 
only certain circumstances in which it is necessary 
to list items, despite a commonly held view that 
as much as possible should be permanently 
recorded. Very often items are recorded in other 
ways. A control total of sales invoices, for 
example, can be handed over for posting without 
a list. If posting is done by a book-keeping 
machine, as will be seen later, the control total 
is verified by the machine, which itself gives a 
permanent list. If a discrepancy arises several 
times, obviously some weakness in the organiza- 
tion exists which must be investigated. In the 
ordinary way this should not happen, however, 
and there is thus no need to take unnecessary 
precautions. 


DUPLICATING EQUIPMENT . 


Duplicating machines form the next class of 
equipment, useful for accounting purposes even 
where primarily used for works documentation. 
These fall into three main classes, although there 
are some others: 

(1) typewriters; 

(ii) spirit and similar types of duplicators; 

(ш) embossed plate duplicators. 

Typewriters are so common that no space 
need be taken up by referring to them; only one 
minor point must be made. It is that good office 
organization consists of planning and pre- 
preparation. The average office, especially a 
small one, does not utilize sufficiently the services 
of typewriters to prepare drafts of lists etc. (e.g. 
blank copies of draft forms of accounts, schedules 
of debtors or creditors, etc.) Even if minor 
additions or amendments are necessary, to have a 
typed form on which only the figures require to 
be entered is a considerable time-saver to senior 
personnel; yet this elementary form of assistance 
is often overlooked. 
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Spirit and Similar Selective Duplicators 


As to spirit duplicators, they are becoming more 
and more accepted for ordinary duplicating 
purposes. The stencils have a more limited life 
than the other type, but are less expensive and 
are particularly convenient for running off a 
special form of which, say, only twenty to thirty 
copies are required. These machines are largely 
used for works documentation and for this 
purpose the type which is selective is especially 
useful. The work which can be done may be 
exemplified by an order which calls for six 
operations and four different items of materials 
in the manufacture of an article. The ‘master’ 
sheet, as it is called, gives full details of the part 
to be manufactured, with the job order number 
etc. and lists the six operations involved in its 
manufacture and the four different types of 
materials. From this ‘master’ a complete copy 
can then be taken as the order to manufacture, 
an additional copy being taken for costing pur- 
poses if necessary. This obviously gives complete 
details of what the job involves prior to the 
receipt of the normal costing documents. 

The next stage is particularly important. From 
the same ‘master’ can be run off six different 
job cards and four different material requisitions 
embodying the static information (i.e. that 
relative to the part to be manufactured, the job 
order number, etc.) and also the different 
information relative to each operation or each 
item of material as the case may be. That is to 
say, on the duplicates the static information can 
be copied automatically while the varying informa- 
tion can be selected. Other documents may also 
be run off for stores control, progress control, 
material allocation, etc., as required, but the 
significant thing is that from one original typing, 
various types of information can be selected. 


Advantages for Cost Accounting 


The advantages of this type of recording for cost 
accounting are great, since subsidiary documents 
must agree with the original (being exact copies) 
and only checking of deletions and additions 
are necessary. Moreover, legibility is ensured. 
This method is particularly useful for standard 
costing. 

Another application which is similarly intended 
fundamentally for a non-accounting function, 
but which benefits accounting indirectly, is to 
purchase orders. From one original document, 
e.g. request for tender or estimate, the estimate 
itself, acceptance thereof by placing of order, and 
stores received notes (not to mention inspection 
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notes and other copies, as the particular organiza- 
tion requires), can be produced from the original 
‘master’. Again, the advantages for stores account- 
ing and passing of invoices, of having an exact 
copy, subject only to insertion of price and 
quantities received, of the original purchase 
order, are very great. 

The common and old-established form of 
duplicator, which is non-selective, is, of course, 
so well known that no further reference to it need 
be made here. 


Embossed Plate Duplicators 

The other types of duplicator use embossed metal 
plates which, once prepared, are of a semi- 
permanent nature, although they can be altered 
if required. Such equipment is largely used for 
such purposes as addressing envelopes, e.g. 
where a number of different communications 
have to be sent to the same addressee throughout 
the year. For accounting purposes, the same 
method can be applied to debtors’ statements 
and even to the ledger account cards for use in a 
mechanized system, as well as for pre-printing 
payrolls. 

Another important use of such equipment 
partly for accounting purposes, is for the issue of 
works orders, etc. In this application the static 
information can be reproduced indefinitely from 
the metal stencil and, once selected, the appro- 
priate part numbers can be associated with the 
static information. Where an organization manu- 
factures regularly batches of similar items, 
identifying each batch by a fresh order number, 
many, if not all, of the parts being common to 
each product, then such equipment is of immense 
value. Its usefulness for accounting lies in the 
fact that it can also prepare certain cost state- 
ments, together with many of the associated 
documents, e.g. job cards and material requisi- 
tions. It is therefore comparable with the spirit 
duplicating equipment already mentioned, but 
is more suitable for a field of production of which 
a large part of the relative information is static. 
The spirit duplicating type is more suitable 
where few components or parts are common to 
different products. 

Similarly, for listing items in stock, the same 
plates can again be used and, of course, in both 
this and the previously mentioned application, if 
standard costs are in use, the latter can be 
embossed on the plate. If the standard cost is 
not required on the works order, however, the 
mechanism can be adjusted so that it is not 
printed there, although it is reproduced on other 
documents. 


(To be concluded.) 
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ACCOUNTING REQUIREMENTS FOR 
ISSUES OF CAPITAL -I 


by IAN W. MACDONALD, M.A., C.A. 


We reproduce below one of the five papers on this subject written for the Sixth 

International Congress on Accounting. The rapporteur’s summary, together with 

a report of the ensuing discussion, and a résumé of additional remarks by Mr 

MacDonald are published at pages 657-660 in our issue of June 21st. Lack of space 

prevents our reproducing the other papers on this subject; the names of the authors 

and their professional organizations are shown at page 606 of our issue dated 
June 7th, 1952. 


INTRODUCTION 


SSUES of capital are made in so many different 
[555595 that it is not possible to generalize 

to any extent on this subject as a whole. An early 
step must be an attempt to classify the situations 
which give rise to the 
event. Before doing 
so, it may be advis- 
able to say a word 
about proposed de- 
finitions and indicate 
broadly the method 
of treatment. 

*Requirements' 
will not be construed 
in the narrow sense 
of an imperative de- 
mand, but in the 
broader sense of 
what is called for or 
needed. ‘Capital’ 
throughout will in- 
clude shares, stock, 
medium and long- 
term indebtedness. 
*Issues' will be 
deemed to include 
cases where an 'offer 
for sale' or 'placing' 
is associated with 
an issue by the com- 
pany. f 

As to treatment of the subject, it is proposed to 
adopt a broad basis and consider the part the account- 
ant may play in each of the classified situations where 
issues of capital may arise. We shall find that he 
usually takes some part, but that his duties and 
functions vary considerably and depend largely on 
the type of case. 

The following classification is thought to cover the 
different types which commonly arise in practice in 
the United Kingdom. 

(1) Public subscription. 

(2) Private placing. 

(3) Offer to members for cash. 

(4) Bonus to members. 

(5) Reconstruction. 
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(6) Amalgamation. 
(7) Conversion of private business. 
(8) New company for new venture. 


It is not proposed to give equal space to all of 
these headings. ‘Public subscription’ is the most 
important as regards 
accounting responsi- 
bility and contains 
more open questions 
than any other. It 
therefore merits 
special considera- 
tion. Moreover, by 
developing certain 
specific questions 
under this first head- 
ing which are com- 
mon to others, repe- 
tition is avoided. 
‘Reconstruction’ and 
‘amalgamation’, al- 
though properly in- 
cluded, are subjects 
where the primary 
purpose is not usu- 
ally an issue of 
capital, and com- 
ment on these 
matters will be re- 
stricted to one or 
two selected account- 
ing features. 


I. PUBLIC SUBSCRIPTION 
(Prospectus or Offer for Sale) 


In this field accountants carry considerable responsi- 
bilities, particularly in relation to their reports on 
profits and on assets and liabilities which appear in 
the published documents. Accounting conventions 
are now fairly well established and a study of pub- 
lished reports over the last few years shows a marked 
degree of consistency as regards both form and 
content. There is still evidence of variation in some 
matters of importance and no authorities yet exist 
covering the whole subject. The practical difficulties 
have been lessened by the passing of the Companies 
Act, 1948, which prescribes a full measure of dis- 
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Spotlight | 
on Australia 


To meet the requirements of those contem- 
plating business or manufacture in Australia, 
two booklets have been issued by the Australia 
and New Zealand Bank Limited. 


“Industrial Australia ?— containing authori- 
tative information on industrial resources, 
markets, labour and finance. 


* Company Formation in Australia" — а 


. general guide to Company Law, with notes 


on current taxation. 
Copies of these booklets will gladly be sent 


on request. 


AUSTRALIA AND NEW ZEALAND BANK LIMITED 


IN WHICH ARE MERGED THE BANK OF AUSTRALASIA LIMITED AND THE UNION BANK OF AUSTRALIA LIMITED. 


Head Office: 71 Cornhill, London, E.C.3. 
Branch Offices in London: 4 Threadneedle Street, E.C.2. 


Telephone: AVEnue 1281 


263 Strand, W.C.2. 


6 Albemarle Street, Piccadilly, W.1. 


DR BARNARDO’S HOMES 


Still depend on Voluntary Gifts and Legacies. 





Young lives overshadowed by tragedy or need are 

translated to happier childhood in Dr Barnardo's 

Homes, where the destinies of about 7,000 boys and 
girls are being shaped. Please help by Gift. 


IQ/= will help to buy 


our children’s food 


Cheques etc. (crossed), payable ‘Dr Barnardo's Homes’, should 
be sent to 447 Barnardo House, Stepney Causeway, London, Ef 
=== PET DIET CTT CTE о 





FRIENDS’ PROVIDENT & CENTURY INSURANCE 
7 LEADENHALL STREET, LONDON, EC3 


Please send particulars to: 





ANNUITIES 


Capital or Income? 


The greatly improved terms recently pub- 
lished place us in the forefront of British Life 
Offices. 

Where INCOME is the main consideration, 
the ‘SPLIT ANNUITY SCHEME?’ is con- 
fidently recommended on account of the 
guaranteed return of the capital invested and 
of the extremely favourable tax position on 
the income therefrom. 

Accountants are invited to apply for fuller 
information and rates for this and other 
attractive Annuity Schemes. 
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Books fcr 


Every Busizess z 
у Continuous 


Typewriter 
forms 


Continuous Register 
Forms and Registers 


Marginal Punched Ё 
Forms 


Many Styles of Loose Leaf Binders 





Impartial Form-fitting Advice 


There can be no question about which comes first . .. the system or the 
forms. In the belief that system is not built around forms but forms should 
be styled for a particular system, we have developed the largest plant 
in Great Britain for the manufacture of business forms. 


We can supply to measure all styles of business forms -from a 
duplicate book to a continuous multi-copy set for an electronic machine. 


Incidentally, from nearly three-quarters of a century of experience, 
ме can offer much useful and impartial advice upon business system. 
For advice without bias, see the Lamson Paragon representative. 


SUPPLY CO. LT D. 


[AMSON PARAGON 


PARAGON WORKS LONDON, El6 


BRITAIN'S “LEADING MANUFACTURERS” oF 


‘BUSINESS FORMS. 





Telephone: ALBert Dock 3232 (many lines) 


London Showrooms: QUEENS HOUSE, 28 KINGSWAY, WC2. Telephone: HOLborn 8991 


Provincial Branches: 2 EDINBURGH, 2: 1 Castle Street. Edinburgh 32695. 


BELFAST: 7 William Street South. Belfast 25004. GLASGOW, C2: 82 Mitchell Street. Central 8029. - 

BIRMINGHAM, 1: 36 Norwich Union Chambers. LEEDS, 1: Norwich Union Building. Leeds 31811/2. 
Colmore 4276/7. LIVERPOOL, 1: Coopers Buildings. Royal 1909. 

BRISTOL, 1: 28 Baldwin Street. Bristol 24043. MANCHESTER, 2: 4 Fountain Street. Deansgate 2964. 


NEWCASTLE UPON TYNE, 1: 10 Neville Street. Newcastle 21610. 
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.SOUND INVESTMENT 


• No Capital Depreciation 

® High Reserves and Liquidity 

* Book Value of Investments at Par 
PLUS increased rates of interest 


REALISED SHARES 2:% 
“DEPOSITS 13% to 21% 


Sums up to £5,000 accepted at the above rates of 
-Interest. The Society paying income-tax. 


Established in 1845. 
World-wide Insurers. 

















Transacts all classes of Insurance. 


Is renowned for prompt and equitable 


Inquiries are invited from professional firms of account- loss settlements 


ants seeking investment facilities for their clients. Agency 
terms will be considered. i 





At its local offices, country-wide, 
expert assistance is readily available 
for the satisfactory arrangement of 
Insurance. 


ASSETS £4,780,000 | RESERVES £295,000 


MARSDEN 


m. Established 1860 


Chief Office: 2 Russell Street, Nelson, Lancs 
General Manager: T. A. Baker, A.C.A. 
Tel: NELSON 320 










Head Offices: 


1 North John Street, 24-28 Lombard St, 
LIVERPOOL, 2 LONDON, EC3 





Applications for. Agencies invited» 


ARE YOU SATISFIED? 


. that the happiness and comfort of 
your home and those In it are secure? 
This question arises In moments of 
. meditation, and if the answer 15 in 
any way doubtful, it is time 
for you to take stock of the 
position. 

For small quarterly contri- 
butions the Scottish Clerks 
Association offers you security 
in times of sickness or unem- 

loyment, additional to the 
National Insurance Scheme. 


























For full particulars apply to 


eeceen, THE SCOTTISH CLERKS 


Personal Unemployment l ASSOCIATION 


Life and Endowment Head Office: 93 WEST REGENT ST., GLASGOW, C.2 








INSTITUTED 1886 
Junior Endowment (for your children) London Offices DRAYTON HOUSE, GORDON ST., W.C.l 
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hats off to no one 


Enough of this modesty, this cult of the understatement, 
this hiding of our lights under bushels, this unwillingness to come 
right out with it and say that we are good. So here goes. We 
‘are good. And the reason for this unwonted effusion of self-pride? We 
have produced a thoroughly good portable typewriter, cleanly 
made, precise in working, strong yet light enough for you to run for 
a train while carrying it. It’s called the Good Companion and it’s 
а, peach of a machine, But it’s not simply the goodness of the machine 
itself that makes us so proud; it’s the fact that we can produce such an 
• unreasonably good portable typewriter for such a reasonable price. 

e Imperial ae id 4 


Prices from 4£22.10.0 


IMPERIAL TYPEWRITER COMPANY LTD : EEO ESTER 
CRC 


SETON TRUST 


LIMITED 


“CAPITAL ISSUES 


The services of the Trust are at the disposal of professional advisers 
in connexion with the public financing of established undertakings 


3 Throgmorton Avenue, London, EC2 


TELEPHONE: London Wall 6871—4 . TELEGRAMS: Setru Stock London 
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closure in financial accounts. Moreover, Government 
control of new issues (presently over £50,000) has 
improved the quality of public issues and indirectly 
eased the burden on accountants. The majority of 
cases in practice are now fairly straightforward in 
essentials but each case has its individual problems. 


(a) Report on Profits and Losses (10 years) 
General | 
This report normally presents a figure of profit or 
loss for each of the ten years. The basis on which the 
figures are computed is invariably the audited 
accounts. Clearly any report covering a decade of 
business activity must be historical and factual. 
However much the expected future is to be different 
from the established past, it would be quite impos- 
sible to attempt to re-create the past on a might-have- 
been basis. Any large-scale attempt would only 
produce a dangerous and misleading fiction. 
` This does riot mean that every single historical 
fact must remain undisturbed or be accepted without 
comment. À fact may have been recorded in a manner 
unsuitable for the present purpose; isolated facts 
may have a significance which merits comment or 


‘special treatment; a particular experience may have: 


an exceptional quality with little chance of recurrence; 
an accounting practice may have created distortion. 
These are all grounds for adjustment or comment. 
At the end of it all, however, the report will remain 
essentially a factual statement. 

Within a strictly limited range there is opportunity 
usefully to introduce the fiction element, and to 
calculate and submit one or two specific would-have- 
been figures. These are not substituted for the 
historical results but are stated separately by way of 
contrast. Moreover, the contrast is usually limited to 
the final year of the period covered. The most 
common example in this category is the treatment of 
directors’ remuneration which must now be featured 
in that way to comply with Stock Exchange rules. 

Where the issuing company is a parent with one 
or more subsidiaries, the profits shown in the report 
will be those of the group in so far as attributable to 
the parent company. If the issue arises from a recent 
amalgamation involving a new company as the 
parent, then the profits of each of the combining 
units may be set forth separately and aggregated in a 
total column. : : 

It is accepted practice to make particular reference 
to certain standard items. Depreciation and taxation 
(other than income-tax) are frequently shown in 
separate columns. If not shown separately, there will 
always be reference to the basis of charge of these 
items. As mentioned above, directors’ emoluments 
are separately stated, for the final year at least. A 
specific comment will be made on any major abnorm- 
ality or unusual feature of particular significance. 


United Kingdom taxation 
United Kingdom taxation is usually divided into two 
categories: (1) national defence contribution, excess 
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profits tax, profits tax; (2) income-tax. The charge 
for each year in category (1) is listed in the report. 
Income-tax on the other hand is excluded entirely 
from the figures so that reported profits are subject 
to charge for this tax. This practice was established 
in the days when income-tax alone was levied on 


: company profits. The new taxes (category (1)) have 


all been introduced since 1937. The Finance Acts 
provide that these taxes are allowable deductions from 
the profit on which income-tax is assessed. Account- 
ants have tended to follow this pattern in reports for 
prospectuses. It is rather difficult, however, to find a 
principle which justifies the fundamental distinction 
made between two groups of taxes, each based on 
income and each representing the severance of a 
proportion of computed earnings. So far, however, 
the practice has worked fairly well, as. it has the 
merit of excluding wartime excess profits from any 
final figure of earnings. The introduction in 1947 
of a two-stage profits tax, which is building up an 
ever-increasing contingent liability on undistributed 
profits, will before long compel a reconsideration of 
the whole treatment of taxation in profit reports for 
a prospectus. | 

Another possible criticism of the usual treatment 
of taxation is the incidence of capital allowances on 
profits tax and more particularly on income-tax. In 
recent years the substantial initial allowance avail- 
able for set-off against computed profits has afforded 
considerable tax relief to many businesses. The 
extent to which this relief has been absorbed into 
profits has varied. Some companies have taken 
credit for the full benefit as received, others have 
spread it over a period of years. The taking of the 
benefit is likely to be expressed in the accounts by 
lower provisions for both profits tax and income-tax. 
The profits tax actually charged may, therefore, 
require adjustment so as to eliminate the bumps 
caused by these special allowances. 

The effect on income-tax is not, however, brought 
within the scope of the figures since the profits are 
stated before making any provision for this tax. If a 
substantial benefit has already been taken in the 
accounts, the future burden of income-tax will be 
correspondingly greater. This question, however, 
cannot be considered in isolation from the deprecia- 
tion method followed in the accounts. It is also 
related to the future programme of capital expendi- 
ture and to government policy on initial tax allow- 
ances. The point is merely noted that capital allow- 
ances raise special problems for the reporting account- 
ant and that current practice in dealing with the tax 
benefit does not always give an entirely satisfactory 
solution, 

-In several reports within the past year, the profits 
have been submitted before making any provisions 
for home taxation, and no figures have been given 
for excess profits tax or profits tax. This method 
avoids making the somewhat artificial distinction 
between two groups of taxes based on earnings. It 
may be suitable in cases where profits in the war 
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years were not abnormally high and where post-war 
earnings (before tax) are above the earlier level. If 
this method is followed, it is customary for the 
reporting accountants or the directors to state the 
current rates of profits tax on distributed and non- 
distributed profits. 


Depreciation 


On this part of the subject guidance has been given 
by the Recommendations (No. XIII) published by 
the English Institute of Chartered Accountants, and 
much of what follows is in effect an expression of 
like views. ; 

In the normal case where depreciation has been 
charged on a consistent basis throughout the ten 
years, and where no question of revaluation arises, 
it is usual to compare the amounts charged in the 
accounts with the sums allowed for taxation. Where 
the aggregate charge in the accounts exceeds the 
aggregate taxation allowances, a statement to that 
effect will be included in the report. In such circum- 
stances the actual taxation figures will not be given. 
Where the taxation aggregate is the greater, it is 
usual to make reference, in figures, to the excess. 
In exceptional cases it may be advisable to substitute 
the taxation figures for the amounts charged in the 
accounts. The taxatior allowances referred to above 
are usually interpreted as the annual allowances 
granted for income-tax (or profits tax). 

Where for any reason depreciation has not been 
charged throughout the period on a consistent basis, 
it will be advisable to take steps to achieve con- 
sistency. This may involve the substitution of tax 
allowances for amounts charged in the accounts, or, 
less frequently, a recalculation of depreciation charges 
based on normal rates. The inconsistency may have 
been caused by exceptional depreciation charges as a 
form of initial provision on new expenditure, thus 
keeping the total charge in line with aggregate tax 
allowances. If this has happened, it is advisable to 
disclose the sums involved in these extra charges 
over normal consistent rates. It may also be advisable 
to make a comment on future depreciation charges 
bearing in mind that these will be comparatively 
low owing to the heavy amounts previously charged. 

Where a revaluation of fixed assets has been made 
for inclusion in the prospectus, the accountant's 
course of action will depend on whether the new 
values are to be incorporated in the books or merely 
quoted and used in the prospectus. Where there is 
effective booking, the additional depreciation re- 
quired will be reported — and also tax on any excess 
depreciation disallowed in the tax computations. 
Where there is no booking, there is no call to make 
any special adjustments or comments in the report, 
but steps should be taken to see that the directors 
do not boost the assets cover and then fail to make 
adequate provision out of reported earnings to main- 
tain that cover. 

More difficult questions arise in groups of com- 
panies where shares in subsidiaries have been 
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acquired at a cost in excess of the book values of the 
underlying assets. It may be difficult or impossible 
to determine how much of the excess should be 
regarded as applying to fixed assets and how much 
to goodwill. If the group accounts disclose the excess 
entirely as goodwill, there will probably be no support 
for any adjustment or comment on depreciation. If 
an asset valuation has been made for the prospectus, 
then the same principles should be applied as for a 
single company. 

The ‘topical problem of attempting to express 
depreciation in terms of current money costs does 
not arise directly in profit reports unless it has been 
tackled by way of revaluation. Otherwise, as account- 
ants, we are not yet agreed on the merit of hypothetical 
depreciation. There is, however, one angle to this 
question which deserves thought. While the immediate 
purpose of the issue may not be specifically related 
to an asset replacement or extension programme, 
it may well be that the new money will enable such 
a programme to be undertaken without financial 
embarrassment. The view as seen from the board 
room may, therefore, contain a foreground of rising 
depreciation with only a distant prospect of extra 
profit. As yet there is no recognized obligation ~: 
moral or legal — to paint this kind of picture into the 
prospectus, although the disclosure of capital com- 
mitments is perhaps the first outline. 


Stock valuations 


These valuations do not often call for either com- 
ment or adjustment. In most cases an approved 
method will have been consistently followed. Where 
there has been a change in the basis of valuation 
during the ten-year period, it will be necessary to 
assess and report on the significance of the change. 
Any such alteration is also likely to have had an 
influence on the disclosed tax liability, equally 
calling for comment. 

In Britain the tax authorities have successfully 
resisted methods such as base stock, or last-in-first- 
out, as being suitable for general application. As a 
result the vast majority of businesses have followed 
the cost principle of first-in-first-out (modified to 
average cost where suitable) both.for accounts and 
for taxation. This method, of course, gives the least 
possible advantage during a period of rising prices, 
and many companies have felt it necessary to estab- 
lish stock replacement reserves out of taxed profits. 
For the prospectus report these would be regarded 
as appropriations of profit and not brought into 
charge. ; 


Abnormal or non-recurring income and expenditure 

Difficult questions may arise in determining the 
exceptional Every business has transactions which 
are abnormal or transactions which produce an 
exceptional or non-repeating result. It would be 
improper, as well as difficult, to attempt to ascertain, 
adjust and report on all such experiences. The aim 
is an ascertainment of factors having a material 
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influence on results, abnormal and non-recurring for 
the trade, fortuitous and beyond the control of 
management. This is a rigorous test which few 
transactions may pass. It is proper that it should be 
so, as otherwise the factual statement will drift into 
the realms of fiction. A study of prospectuses pub- 
lished in recent years supports the view that reporting 
accountants are applying rigid tests. Comparatively 
few transactions or experiences are exposed and 
listed as non-recurring. Those which have been so 
classified are usually described anc the sums involved. 
are stated. 

This heading includes income and expenditure not 
relating to the years of booking and thus creating 
distortions. Such items should be adjusted by 
appropriate spreading. Special comment may not be 
necessary unless there -has been a major distortion. 

There is a further type of transaction which, 
owing to changes in the capital structure of the 
business, may properly be regarded as non-recurring. 
Interest on loans to be repaid out of the proceeds of 
the issue, and income from investments later used to 
satisfy a reduction of capital are examples in this 
class. The expenditure or income would properly be 
excluded from the profits computation, and a state- 
ment made to that effect. 

War circumstances, of course, created abnormal 
conditions for most of British industry. It would 
serve no useful purpose to attempt to segregate war 
influences on a particular business at a time when the 
whole economy was controlled and geared to the war 
effort. There was, however, considerable variation in 
the degree of control on prices and profits. In some 
trades the Government acted as principals for all 
buying and selling, the traders being agents re- 
munerated on a quota/commission basis. Where an 
issue is being made by a company whose wartime 
profits depended primarily on pre-war quotas, it is 
to be expected that the directors will disclose this 
situation in the prospectus and the accountant’s 
report will also make reference to it. Apart from 
these extreme cases, it is unusual to find any par- 
ticular reference to the abnormal trading conditions 
prevailing during the war period. The later readjust- 
ment to post-war conditions caused further abnor- 
malities, but here again it is the exception rather than 
the rule to find any reference to this factor in the 
accountant’s report. 

Deferred repairs 

In the years following a war the question of deferred 
repairs may bulk large. It did so in many industries 
in Britain — particularly those which did not have a 
high war priority for materials and labour. The 
principle usually followed in the accountant’s report 
is a levelling of charges by the backward spread of 
post-war expenditure. It may also be necessary to 
spread the provisions made for the repair programme 
not yet overtaken at the date of the report. Some 
adjustment may also be necessary in the excess profits 
tax or profits tax figures to keep these in line with the 
revised spreading. 
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Bad and doubiful debts 

In some cases in practice this question causes much 
needless argument and discussion. Perhaps the 
business man regards most bad debts as abnormal 
while the accountant is not easily persuaded that 
any bad debt is a non-recurring experience! 

This heading may conveniently be divided into 
two categories: (а) home debts and (b) foreign debts. 
With home debts the question is usually one of deter- 
mining whether the experience over the ten-year 
period has given rise to excessive charges. If so, 
there may be cause for adjustment. It is probably 
true to say that over British business as a whole the 
past ten years show lower than average bad debt 
losses. The accountant may, therefore, recognize 
particular losses as abnormal and yet be reluctant to 
make any disclosure or adjustment if the aggregate 
position is considered unusually favourable. 

Foreign debts give rise to much more difficult 
questions. In the past ten years losses have been 
incurred through political causes in Europe and 
Asia, tarough the freezing of foreign currencies, 
through fluctuations in foreign exchanges and 
through refusal to implement bargains. It is not easy 
to discuss in general terms the treatment of losses 
from these varied causes. If a business is dependent 
on foreign trade, then such risks may not be avoidable. 
Reference might be made in the report to the facts 
of any material losses from foreign debts, but a 
particularly strong case would be required to merit 
the actual adjustment of profits. 


Directors! remuneration 

This heading does not often give rise to special 
problems. Ín most cases the actual emoluments are 
left undisturbed as a charge against profits. It is 
necessary, however, in terms of Stock Exchange 
rules, to state the aggregate emoluments paid to the 
directors by the company during the last period for 
which accounts have been made up, and to state the 
amount, if any, by which such emoluments would 
differ from the amounts payable under arrangements 
in force at the date of the prospectus. In the case of 
parent company directors, it is not unusual to find 
that the emoluments for the Jast period are stated at 
the aggregate amount paid by the company and its 
subsidiaries. This is in line with the disclosure in the 
annual accounts although it goes beyond the mini- 
mum prospectus requirements. 

If an examination of directors’ emoluments over 
the ten-year period shows that the charges have not 
been related to the quality or market worth of services 
rendered (e.g. in a family business) it may be advis- 
able to show the profits before directors’ remuneration 
and give the required special information for the 
last year. 


Pension funds 

In recent years many British companies have estab- 
lished or extended their arrangements for the pay- 
ment of pensions to staff and officials. The schemes 


' take many forms but in the majority of cases money 
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goes out of the business to trustees or assurance 
companies. The setting up or extending of a fund will 
probably involve an ascertainment of the amount 
required to make the fund actuarially solvent. The 
whole of this sum may be found out of reserves or 
profits or may be spread as a charge on profits for 
several years after the date of the ascertainment. 
There may accordingly be abnormal charges in some 
years and no charges in others. These circumstances 
will call for adjustment or disclosure in the report. 


Foreign branches and subsidiaries 
It would not be appropriate to embark on a lengthy 


discussion of the many and varied problems which. 


arise in connexion with the ascertainment of profit 
from foreign trade. Most of these questions have to 
be determined when preparing annual accounts and 
the solutions acceptec for that purpose are likely to 
be followed in the prospectus report ~ frequently 
without comment. Indeed the ‘Notes’ on this subject 
in the annual accounts may be more numerous and 
involved than the comments in the prospectus report. 
In the latter case the accountant is permitted to 
exercise his judgment as regards the form and con- 
tent of the ten-year statement. The annual accounts, 
on the other hand, are entangled in the-mesh of the 
most recent Companies Act, particularly of the 
Eighth Schedule thereto. 

One finds, however, that reference is frequently 
made in the prospectus report to one or two foreign 
trading matters, provided these are a material part 
of the total activities. 

First, the method of treatment of foreign taxation 
and of the corresponding relief from United Kingdom 
taxation is stated. A measure of relief from double 
taxation is now available in respect of all foreign 
profits. This, however, was not the position through- 
out the whole of the past ten years and many busi- 
nesses with overseas interests have experienced a 
diminishing burden of double taxation during that 
period. The weight cf this factor cannot easily be 
assessed in view of the complicated relationship 
between foreign and home taxation and numerous 
changes in taxes and the basis of computation. 
Accordingly, two methods of treatment are open to 
the reporting accountant. All charges for foreign and 
home taxation (including profits tax) may be elimi- 
nated from' the profit statement. This is not a 
recommended course but may have to be followed 
if year-by-year figures are of little value. Such a 
course should, if possible, be supported by a state- 
ment that the aggregate taxation provisions made by 
the company over tbe years have been adequate. 
The alternative method - and the one more com- 
monly adopted – is to charge all foreign taxation and 
credit all United Kingdom relief. Theoretically this 
restores the adjusted profit to the figure on which 
the full rate of United Kingdom income-tax would 
be chargeable. 

Secondly, reference may be made to the rates of 
exchange used to convert currencies to sterling. If 


THE ACCOUNTANT 


September 13th, 1952 


only one or two foreign currencies are involved, the 
actual rates used may be stated in a note. If many cur- 
renciesare involved, the basis adopted will be described. 

The devaluation of sterling in 1949 produced a 
crop of special problems in the accounts immediately 
following this event. The conversion of net current 
assets from ‘hard’ currencies to sterling gave rise to 
certain exceptional profits which were so classified 
in the annual accounts and merit similar treatment in 
the prospectus. In a group of companies some part 
of these exceptional profits would only emerge on 
consolidation, e.g. net current assets owned by 
foreign subsidiaries. In many cases a practical diff- 
culty arose in distinguishing between the recurring 
element, due to the existence and continuation of 
earnings in *hard' currencies and the non-recurring 
element arising from the ownership of net current 
assets in ‘hard’ currencies at the date of devaluation. 


Expenditure on development 


In a company which is extending its activities, a 
major question may lie in the distinction between 
capital and revenue expenditure, and in the continu- 
ing worth of sums charged to development account. 
"The traditional tests of assessing the value and dura- 
tion of the resultant benefit will have to be applied 
throughout the ten-year period and more particularly 
at the date of the issue. For expenditure to be 
charged to capital in the first instance there must be 
a strong expectation of a continuing value to the 
business. Moreover, it should have been specifically 
incurred with such an end in view. It is proper to 
charge to capital all expenditure on major develop- 
ment schemes aimed at advancing the company's 
existing position in industry or increasing its overall 
activity. In some of the newer industries where rapid 
scientific progress: is the normal experience it may be 
difficult to make this assessment. In these cases 
considerable expenditure on research and develop- 
ment must be incurred merely to maintain a com- 
petitive place in the industry. The bulk of such 
expenditure may therefore properly be regarded as a 
normal element of cost. 

Of the sums properly charged to capital in the first 
instance, the appropriate parts deemed to be con- 
sumed during the ten-year period .will be charged 
against profits. The balance of the development 
expenditure remaining on capital account at the date 
of the prospectus will again be tested for continuing 
value as meriting inclusion in the asset statement. 
Any part of the balance which should properly be 
excluded will be written off either out of reserves or 
as spread charges against past profits, depending on 
the history. and circumstances of the project. 

There remains for consideration the future writing 
down of development expenditure included in the 
asset statement. The need for a reduction will, of 
course, depend on the nature of the development and 
the probable duration of the benefit, but some 
indication may have to be given of the effect on 
future profits of any such reduction. 
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Statement of adjustments | 

The Stock Exchange requires а written statement to 
be available for inspection, signed by the reporting 
accountants, setting out the adjustments made in the 
report and giving the reasons therefor. The Stock 
Exchange has also made certain suggestions as to the 
form of this statement. It is recommended that the 
first part of the statement should reconstitute the 
profit and loss accounts as though the Companies 
Act, 1948, had been in force throughout the whole 
period. The second part of the statement will show 
the actual adjustments made specially for prospectus 


purposes. 
(b) Report on Assets and Liabilities 


In the absence of special circumstances the standard 
practice is to incorporate in the report the figures of 
assets and liabilities appearing in the most recent 
audited balance sheet. An aggregation is made of the 
net assets, followed by details of the issued capital 
and reserves representing these assets. If the issuing 
company is a holding company, the statement will 
list the assets and liabilities of the parent and, 
separately, of the group. 

"This report does not often give rise to any special 
difficulties. 'T'he audited balance sheet on which the 
report is based will.already have passed the tests 
provided by the Companies Act, 1948. The decisions 
then reached on such matters as reserves, provisions, 
depreciation, and value of current assets will, in the 
normal case, be accepted and followed in the 
prospectus report. Where the reporting accountant 
has made adjustments to profits, it is necessary to 
consider whether any of the adjustments has a 
counterpart which calls for an alteration in an asset 
or liability at the terminal balancing date. It is not 
customary to try to adhere rigidly to the double-entry 
principle as between the profit report and the state- 
ment of assets and liabilities. Ezch has its separate 
purpose and these purposes may best be achieved 
without the strict application of a book-keeping rule 
which is conventionally applied in preparing the 
accounts of a single yéar. While this is so, there is 
not likely to be any radical departure from the con- 
ventional link between the two statements. Any 
adjustment on profits which materially influences 
assets or liabilities at the last balancing date will 
normally call for a corresponding adjustment in the 
net assets statement. A case where the double adjust- 
ment is not usually made is a substitution of taxation 
allowances in lieu of depreciation, while still sub- 
mitting balance sheet figures for fixed assets. 


(c) Report on Dividends 

This is a factual statement which normally covers the 
ten-year period. It only applies to dividends declared 
by the issuing company ~ поб, for example, by a 
company to be acquired out of the proceeds of the 
issue. Where the capital has altered during the 
period, it will be necessary to associate amounts of 
capital with rates of dividend in a suitably tabulated 
statement. 
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(d) Commitments for Capital Expenditure 


It is customary to include in the report the estimated 
amount at the date of the last balance sheet. This will 
repeat the figure noted in the annual accounts in 
accordance with the Companies Act, 1948. 


(e) Net Assets at Date of Issue 


The published report does not often make reference 
to the net assets position at the date of the report 
unless some material change has taken place since 
the most recent balance sheet. Whatever may be the 
legal obligations of the accountant as regards the 
intervening period, steps should be taken to test 
the profit-earning capacity during that period. The 
directors will probably express an opinion (in the 
prospectus) on the rate of current earnings and the 
accountant should independently satisfy himself that 
the figures support the directors' opinion. Moreover, 
the accountant is well advised to make specific 
inquiries about changes in assets and liabilities due 
to any cause other than normal business activity. A 
further precaution is to try to verify that the list of 
special contracts published in the prospectus is cor- 
rect and complete. One may find other contracts 
relating to factory extensions, purchase of plant, etc., 
which the directors regard as being in the ordinary 
course of business. While this view may be technically 
correct, it is necessary to consider whether these 
contracts increase materially the amount of capital 
commitments as stated at the date of the most recent 
balance sheet. If so, a revised figure should be given. 
The influence of these commitments on future 
depreciation is not a matter on which it is yet custom- 
ary to make any comment in the prospectus. 


II. PRIVATE PLACING 


This heading includes the placing of new issues-' 
usually by a finance house — and also the taking up of 
the whole or part of a new issue by a financial institu- 
tion specializing in that class of business. These 
specialist institutions have grown steadily in recent 
years and are taking the place formerly occupied by 
private sources of capital, no longer available owing 
to high taxation and death duties. 

It is likely that an accountant’s investigation and 
report will be required before final agreements are 
completed. In some cases the accountant's investiga- 
tion will be the last step in the procedure — every- 
thing being agreed subject to a satisfactory report 
from the accountant. In a strongly established and 
well-known business such an order of procedure may 
be followed. In most cases, however, the accountant's 
report will be made before final terms are discussed 
and frequently it will be made immediately after a 
preliminary scrutiny of the proposition. 

The purpose of the investigation might be ex- 
pressed in general terms as follows: to amplify 
information contained in the annual accounts; to 
disclose and adjust abnormalities; to probe for latent 
weaknesses or concealed strength; to assess financial 
requirements, covering both fixed assets and working 
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capital; to express past earnings, suitably adjusted, 
in a form which will disclose significant trends, Most 
of the special points discussed in relation to pro- 
spectus reports will require similar consideration and 
treatment. 

In this field, however, we find more cases of 
private companies – cften family concerns – seeking 
outside capital for the first time. Special care may, 
therefore, be necessary on a number of questions 
which arise less frequently in connexion with public 
issues. Personnel of management; levels of directors’ 
remuneration and expenses; adequacy of accounting 
and costing systems; possible under-valuations of 
stocks; liability to sur-tax; estimate of working capital 
requirements; these are matters which may be of 
special importance in the smaller company. More- 
over, the fixed assets may have been written down to 
nominal amounts, thus distorting both profits and 
assets. A valuation of the business or of the equity 
capital may also be required. 

The accountant’s aim is to give a comprehensive 
report on the state of health of the business. His 
approach must not be too narrow or technical. While 
he must cover pure accounting questions such as 
costing and taxation, he should constantly be trying 
to assess the real strength of the case in terms of 
production, selling and menagement. His knowledge 
and experience of other businesses should help him 
to measure standards of ability and efficiency. His 
awareness of the importance cf supplies of raw 
material and availability of labour will influence his 
inquiry programme. His report on working capital 
requirements will contain a note of warning on the 
unpredictability of future costs. 

As regards the form and terms of new capital to be 
taken up or 'placed', this is a matter primarily for 
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negotiation between the company and the financial 
specialists. The accountant, however, will probably 
have a say in these negotiations since capital structure 
considerations involve accounting questions. In 
Britain the incidence of taxation varies with different 
forms of capital structure, and in a choice between, 
say, debentures and preference shares the tax ques- | 
tion may have relevance. 'l'ax matters also arise on 
the issue of bonus shares and on certain forms of 
reconstruction of share and loan capital In some 
cases in this field the most convenient way to deal 
with the financial situation would. be the liquidation 
of the old company and the formation of a new com- 
pany (with the desired capital structure). This may 
have to be ruled out because of the extra tax burden 
which might arise on a liquidation. If the transaction 
involves the issue of redeemable capital, the method 
of redemption raises accountancy questions. Should 
there be annual appropriation of profit? If so, what 
burden might the profits be expected to carry after 
allowing for tax and dividends? Should appropriations 
be invested outwith the business? If so, is this likely 
fo result in the uneconomic situation of investing 
and borrowing at the same time? What will be the 
tax burden, if any, caused by the act of redemption 
(assuming today's tax laws)? These and other ques- 
tions show that the clear-cut distinction between 
company finance and accountancy is a thing of the 
past. The financier must have accounting knowledge 
or advice. Equally, the accountant, to be effective, 
must understand and appreciate the principles and 
methods of financial institutions which provide or 
‘place’ capital for industry. It is likely that in the 
future – in Britain at least — an increasing amount of 
capital for industry will have to be found through 
financial institutions. (To be concluded.) 


WEEKLY NOTES. 


The Institute’s Summer Course 


The sixth annual summer course of The Institute of 
Chartered Accountants in England and Wales which, 
as announced in our issue of February 16th last, is 
again being held at Christ Church, Oxford, assembled 
yesterday (Friday) and will continue until after lunch 
on Wednesday next. 

The papers which are being presented, and which 
will doubtless be the subject of keen debate both 
within the groups as well as at informal discussions, 
are as follows: “The office organization of an account- 
ant in practice’, by Mr R. W. Foad, a.c.a. (McClelland, 
Ker & Co); ‘Receivership’, by Mr R. G. Leach, 
C.B.E., F.C.A. (Peat, Marwick, Mitchell & Co); "T'axa- 
tion: (1) Depreciation; (2) The excess profits levy’, 
by Mr J. E. Talbot, a.c.a. (Barton, Mayhew & Co); 
‘Mechanized accounting, Part I’, by Mr F. Clive de 
Раша, T.D., д.с.л. (Robson, Morrow & Co); 'Mech- 
anized accounting, Part П: Auditing procedure’, by 
Mr H. O. H. Coulson, r.c.4. (Barton, Mayhew & Co). 


In early issues we hope to include a report of the 
proceedings, a photograph of some of the person- 
alities attending the course, and subsequently to 
reproduce the papers which are being presented. | 


August Gold and Dollar Figures 


There is now definite evidence that this country’s 
external position, and that of the sterling area too, is 
getting beyond one of chronic and large-scale deficit. 
That is to say, the outflow of precious gold and 
dollar resources is showing signs of slackening to a 
point not far from zero, but it cannot yet be inferred 
that there is going to be a useful flow inwards. That 
remains a hope - although it is now a hope which 
could be realized. 

According to the August gold and dollar reserve 
figures the sterling area’s reserves were drawn on to 
the extent of only $44 million. The sterling area as 
a whole earned a slight surplus outside the E.P.U. 
area. Before taking into account assistance for defence 
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from the dollar area the surplus was 310 million. 


This figure may be compared with one of a deficit of. 


$7 million in July and of $43 million in June. 

The largest-drain during the month was one of 
$99 million to E.P.U. which was rather more than 
double the dollar credit for defence aid, thus account- 
ing for the size of the draft on the reserves over last 
month. - 

Provisional figures for August suggest, however, 
that even the E.P.U. position is noticeably improving. 
An estimate of the deficit run up by the sterling area 
last month is under $5 million, about $4:8 million, 
which is a very large improvement on the $99 millio 
of the month before. 


World Bank and I.M.F. Meetings 


Only the earlier proceedings had been reported from 
Mexico City before this issue went to press, but the 
general tenor of this year’s annua! meetings of the 
World Bank and the International Monetary Fund 
was already apparent. It is clear, for example, that 
the activities of the World Bank are viewed with a 
good deal more enthusiasm than those of the Fund – 
· not that this is a new development. The reasons for 
this over the last few years are not, basically, far to 
seek. An institution which exists to lend, no matter 
how sound and careful its policy may be, is more 
likely to arouse approval than one which exists to 
enforce, if only by exhortation and moral suasion, 
some sort of world-wide monetary discipline. 

The World Bank has earned a good deal of well- 
deserved praise by its activities of late, in making 
international loans and for the way in which it has 
sought the active co-operation of the banking institu- 
tions of countries in which loans have been made. 
The Fund, on the other hand, has had a less pleasant 
duty and even in its annual report submitted last 
week, there was a good deal said about the slow pro- 
gress being made with the reduction of trade barriers, 
a subject on which many European countries at least 
are becoming extremely sensitive. 

One of the early moves which has emerged at 
Mexico City in connexion with the Fund, has been the 
obvious effort of certain European countries to bring 
the Fund into closer rapport with the E.P.U. The 
argument is, broadly, that the Fund could be well 
employed in supporting this effort at stabilization. 
'There are few signs so far that the United States 
(which is the most influential member of the Fund) 
views with any enthusiasm the direct connexion of 
the day-to-day activities of the Union's management 
with that of the Fund, but something may come out 
of this move before the end of the annual meeting. 


Better Wool Textile Production 


Employment and output figures have been showing 
for some weeks now that the recession in the textile 


industries has lost some of its sting. To judge from , 


the official employment figures, there was a sharp 


turn for the better at the beginning of June so far as · 


taking on labour was concerned. 
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Statistics for. the. wool textile trade, which is 
centred mainly though not exclusively in the West 
Riding of Yorkshire, show a distinct improvement 
over the summer months although there was a falter- 
ing in June, due in part perhaps to the incidence of 
Whitsuntide. The better performance is noticeable 
right through the trade – at the intake of clean wool, 
output and delivery of tops, and the delivery of 
worsted yarn and fabric. Nevertheless, there were 
25,000 fewer at work in the five principal sections of 
industry at the close of July than at the same time a 
year ago. 

Recovery has thus made some progress here as in 
other sections of the textile industry. The main 
question, however, is not so much a matter of there 
being a recovery as of how far that recovery will 
go. Will the textile industries return to the high level 
of output, based on large export orders and a rationed, 
unsated demand at home, to which they had become 
accustomed over the years 1946 to 1951? The indica- 
tions are, to judge from the degree of competition 
now building up, that the export market will not 
return to its old level whatever may happen in the 
home market. 


More Activity in the Shops 

Although there would have been some reason to 
expect a slight falling off in the demand for certain 
classes of goods in the retail trade during July, this 
did not happen. There was a noticeable upsurge in 
business in all sections, an improvement which did 
something to offset the disappointing results for 
June - a month in which many had looked for a sign 
of greater buying by the public. 

The Board of Trade figures for July show a 
general advance. Even such classifications as furni- 
ture and household furnishings joined in the improve- 
ment after several months of bad trade. 'T'he increase 
in turnover, compared with the same time a year ago, 
was of the order of 9 per cent for non-food merchan- 
dise as a whole. The advance in clothing was over 
10 per cent. As much as 15 per cent was put on by 
furnishings, and floor coverings improved by 20 per 
cent. 


Ship Finance 


Note was taken in these columns of the existence of 
the Ship Mortgage Finance Company when it was 
established over a year ago. Its first set of accounts 
were published last week, and cover the period 
March 27th, 1951, to June 3oth, 1952. There seems 
to have been great interest aroused in the company's 
activities from the start. Up to June 3oth applications 
for loans amounting to £21 million for seventy ships 
were received. Of these, ten had been accepted by that 
date, ten were under consideration, twenty-four were 
turned down and twenty-six were withdrawn. Up 
to the end of June, there were contracts on the books 
for {1-44 million and a further £1-86 million was 
under negotiation. The operating profit over this 
period was £11,735. 
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FINANCE AND COMMERCE 


Stock markets continue firm and British Government 
stocks after some hesitation have developed renewed. 
strength. This has been reflected in a brighter tone 
in equity sections but so far there has been only a 
very limited increase in the volume of business. 


Heinz Accounts 


This week’s reprint gives the accounts of H. J. 
Heinz Company Ltd. It is a name which hardly seems 
complete without the description ‘Makers of the 
57 Varieties’, so well has this line of publicity been 
conducted by the company. The description is given 
below the company’s title on the front page of the 
annual report, and on the last page is just ‘57’. 

Our reproduction shows the style employed for 
these accounts and it will be seen that for the balance 
sheet only one column is used for all figures whether 
of detail or of total. 

In the manner in which these figures are presented, 
we feel that something is lost as compared with the 
method that carries out group totals to a second 
column. It is probably due to the horizontal lining 
across the account. At any rate, the group totals 
"which at a glance provide the essence of the position 
seem to have been left in a background of detail. 

Another point in these accounts is the numbering 
of the items for no apparent purpose, both in the 
profit and loss account and in the balance sheet. 'The 
numbers do not appear to be used for reference 
purposes in the director's report nor by the chairman 
in his accompanying statement. 


Ruston Example 


That the use of one column for all figures is not in 
itself a hindrance to quick summing-up is proved by 
the balance sheet issued by Ruston & Hornsby Ltd, 
the oil-engine makers of Lincoln. This company's 
previous accounts were given in full in our issue of 
September 8th last year with a special tribute to the 
neat manner in which the figures for the company 
and the group had been concentrated into one 
balance sheet on one quarto page. 

The secret seems to lie partly in getting detail 
away from the balance sheet (as the Institute recom- 
mendis) to separate notes. In this case, detail is given 
for current assets and liabilities but separately for 
trade investments, fixed assets, and reserves. And in 
the second place, in ensuring by the use of extra 
prominent type that the totals normally carried out 
into a second column stand out from their background. 

A very useful information service provided with 
the Ruston accounts is the seven-year review which, 
among other things, puts the company's 11 per cent 
nominal dividend into its real perspective. 


Stock Valuation 


Some interesting changes in the Ruston accounts are 
worth noting. The first is the concentration in the 
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company's general reserve, which now stands at 
£3,050,000, of balances previously shown separately 
as stock and general contingencies reserve and pen- 
sions reserve. The directors express their opinion 
that no useful purpose is served in maintaining these 
Separate reserves as a general reserve is available for 
all purposes. 

There has also been an addition to the reserve of a 
surplus of £241,241 (less £99,198 taxation) arising 
out of a change in the basis of valuation of stock and 
work in progress. In the group accounts, the figures 
are £464,815, less £234,471 taxation. It is explained 
that hitherto, stocks have been valued at standard 
cost. 'The continuing and somewhat accelerated rise 
in the level of prices, it is stated, has made necessary 
an upward adjustment. Accordingly, the appropriate 
proportion of variances from standard has been 
included in the valuation at accounting date. 

The chairman points out that the change has been 
made ‘after full consultation with the company’s 
auditors. ‘We could not have continued to ignore the 
ever-rising trend of variances from standard’, he 
says, ‘without, in the long run, distorting the results’, 
and, he added *. . . it is pertinent to comment, that 
£578, 000 of the valuation is the extra over 1946 pues 
locked up in the same volume of stock’, 


Н, J. HEINZ COMPANY LIMITED 
Profit and Loss Account for the Year ended April 30th, 1952 









































1952 195] > 
£ £ 
1. Trading Profits for the year 1,651,975 1,456,734 
2. Less Depreciation and Amortisation sí Fixed 
Assets 80,937 79,750 
3. 1,571,038 1,376,984 
4. Add Dividend received from H. J. Heinz Co Pty 
Led, Australia 32,000 18,400 
5. Interest receivable from Associated Com- 
P tess (gross) 20,461 — 
є. justments in respect of ‘Previous years j 
(net) .. ve 8,411 6,955 
7. 1,631,910 1,404,339 
8. Less United Kingdom Taxation based on current 
year's profits: 
Income Tax (including £26,250 trans- 
ferred to Taxation Equalization Re- 
serve (Note 3) .. T "x 725,000 600,000 
9. Profits Tax 153,000 165,000 
10. Excess Profits Levy 56,000 — 
H. 934,000 765,000 
12. Less Double Taxatlon Rellef 21,000 12,000 
13. Total United Kingdom Taxation 913,000 753,000 
14. Surplus for the year s 718,910 651,339 
15. Add Balance brought forward at May 3rd, 1951 .. 1,291,581 1,054,674 
16. 2,010,491 1,706,013 
17. Less Adjustment of Provision for Taxation on прете 
of previous years (net ae — 5,000 
18. Amount available for Distribution .. 2,010,491 7,701,013 
Less Dividends (sfter deduction of Income Tax) 
for the current year declared and paid оп: 
19. 4 per cent Cumulative Redeemable 
Preference Shares T 25 31,500 16,732 
20. Ordinary Shares . 385,875 392,700 
21. Total Dividends .. 417,375 409,432 
. 22. Undistributed Surplus .. .. .. £1,593,116 £1,291,581 


(The Notes аге not reproduced. ~ Editor.) 
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H, J. HEINZ COMPANY LIMITED 
Balance Sheet 





April 30th, May 2nd, 
1952 1951 








1. Share Capital, Reserves and Surplus £ £ 
(I) Share Capital: 2 E 
- (a)4 per cent Cumulative Redeemable Pref- 
erence Shares: 























Issued and fully paid (Note 1) . 1,500,000 1,500,000 
Ма 1,500,000 in Shares of £i 
. (b) Ordinary Shares — Issued and fully paid 2,100,000 2,100,000 
(Authorized - £2,100,000 in Shares of £l 
each) 
(c) Unclassified Shares — none issued. : 
(Authorized – £2,400,000 in Shares of £1 
each) 
Total Issued and Fully-paid Capital .. 3,600,000 3,600,000 
(Total Authorized £6,000,000 in Shares of . 
£l each) 
(8) Reserves — Capital: 
(a) Premium on Issue of Shares es 301,321 301,321 
(b) Surplus on Sale of Shares in Subsidiary ^ : 
Company E 118,400 — 
(c) Excess Profits Tax Post-war Refund E 34,650 34,650 
Total Capital Reserves .. Бе .. 454,371 335,971 
(til) Reserves - Revenue: | 
(a) Future Taxation ~ Income Tax, 1953-54 655,000 555,000 
Taxation Equalization 
Reserve (Note 3) . 147,250 — 121,000 
(b) Undistributed Surplus ..  '.. .. 1,593,116 1,291,581 
Total Revenue Reserves 2,395,366 1,967,581 
Total Capital and Reserves ks .. 6,449,737 5,903,552 
2. Management Profit-Sharing Plan ,. .. 100,019 _ 79787 
3. Amount due to Subsidiary Company ET die — 192 
4. Amounts due to H. J. Heinz Co, Pittsburgh, 
Pa., U.S.A., and H. J. Heinz Co of Canada 
Ltd .. T "m va as T ъз 1524] - 11,857 
5. Current Liabilities and Frommers 
(a) Bank Overdrafts .. sa 1,489,401 457,120 
(b) Trade Creditors and Accrued Charges .. 879,538 856,095 
(c) Current Taxation . ae ae 788,451 599,129 
(d) Provision for Deferred Repairs .. 2,847 9,141 
Total Current ТРИ and Pro- 
visions 5 es «+ 3,160,237 1,921,485 





Total Capital, Reserves and Liabilities £9,725,234 £7,916,873 


orama 








Simplicity 


One of the simplest statements we have read on the 
question of accounting for inflated costs of asset 
replacement comes from Mr Fred. T. Jackson, 
chairman of the Telephone Manufacturing Company 
Ltd. He states simply ‘Although it is becoming 
` increasingly common for companies to make special 
provision for replacement of fixed assets and for 
possible falls in value of stock, and there is no doubt 
that some such provision is necessary, we prefer to 
retain a large unappropriated balance at the credit of 
profit and loss account which would be available 
for any excéptional losses which may arise in the 
future, as and when they are ascertained’. 

In the group accounts the profit and loss account 
unappropriated balance stands at £192,352, an 
increase of £19,813 over the previous year. i 
forms part of a general expansion of capital employed 
in the organization and, in his statement with the 
accounts, Mr Jackson provides a summary of the 
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April 30th, May 2nd, 
1952 1951 
6. Fixed Assets (Net) : £ £ 
(а) Land .. es $ ~ - + 52,191 52,191 
(b) Buildings 55 m M 513,062 482,557 
(c) Equipment, Furniture, Fittings and Ve- 
hicles s Je .. 786944 701,062 
(d) Improvements to Leased Properties $e 77,733 66,851 
(e) Construction in Progress .- — .. .. 30,43! 11,203 
Total Fixed Assets (Net) (Note Z) 1,460,361 1,313,864 
7. Subsidiary Companies | 
{a) Shares in Subsidiary Companies at cost, less 
provision .. — 364,800 
(b) Amounts owing by Subsidiary Companies, less 
) provision .. s аж — 594,491 
Total — Subsidiary Companies Se n — 959,291 
8. Investments in Associated Companies 
H. J. Heinz Co, Pittsburgh, Pa., U.S.A.: 
3% per cent Unsecured Notes, 1953-61 483,200 — 
H. J. Heinz Co Pty Ltd, Australia: 
4} per cenc Unsecured Loan 600,000 — 
Total Investments in Aisociated Com: 
_ panies 1,083,200 ~ 
9. Amount due by H. J. Heinz Co Pty Ltd, 
Australia, Current Account .. 4,317 — 
10, Current Assets 
(a) Finished Goods, Work in Process, and 
Materials and Supplies, as certified by 
Directors А 5,677,929 4,650,196 
(b) Sundry Debtors, Deposits and Prepayments 1,476,358 — 966,115 
(c) Tax Reserve Certificates m vs Ы — 7,950 
(d) Balances at Bankers and Cash s A 23,069 19,457 


Total Current Assets 7,177,356 5,643,718 





On behalf of the Board, 
W. B. 


. B. CORMACK 
V GRABE C y Directas. 


(The Notes are not reproduced. — Editor.) 





Total Assets . £9,725,234 £7,916,873 
— 








changes, both in the parent company and in the 
group. | 

In the group position the expansion in capital 
employed was £106,915 at a total of £1,159,326 the 
main item being allocations of £75,513 to general 
reserve. The expansion is absorbed primarily by a 
£85,769 ‘increase in surplus of current assets over 
current liabilities’. 


Money Market 


Increase in the Treasury bill offer to £260 million 
coincided with a reduction of some {10 million in 
applications at /308,570,000 on September sth. 
Bidding at the reduced level of £99 7s 7d the market 
was able to obtain as much as 79 per cent of require- 
ments. The average rate rose to £2 9s 8:584 per cent, 
a new high level. This week the offer is repeated 
at £260 million and this exceeds corresponding 
maturities by £20 million. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Bank Interest and Charges 
Sir, – I have been interested by the letters on the 
above subject from your correspondents ‘B.’ and 
*C.' published in your issues of August 17th and 3oth. 
If this four-day collection period for cheques, 
mentioned in the letters, is in fact a general practice 
of bankers when charging interest, I have calculated 
as follows the amount of interest that a company 
with a turnover in cheques of £5 million would have 
to pay per annum if it wished to borrow £10,000 
from the bank. 
£ s d 
Interest at 5 per cent on £10,000 500 о о 
Interest on £5 million at 5 per cent 
for four days, say 2,700 о о 
53,250 о о 


Surely there is something wrong with a practice 
that can lead to such absurdities. 

Perhaps a banker could advise us how he would 
calculate interest in such a case; but to avoid unneces- 
sary explanations and side-tracking may it be agreed: 

(x) In practice a company of the size visualized 
above is not likely to want to borrow £10,000 
and that it would be impossible to maintain a 
constant overdraft of that amount throughout 
a year? 

(2) That the obvious thing to do in such circum- 
stances would be to open a special loan account 
at the bank for £10,000 and have 5 рег cent 
interest debited to the current account; at the 
same time making sure that the current account 
remains in credit so as to avoid any question 
of a four-day collection charge? 

What we want to have explained, it seems to me, 
is the frue rate and amount of interest that a com- 
pany has to pay when it trustingly, with its bankers' 
permission, slides from a credit to an overdraft 
balance on its account at the bank. 

Yours faithfully, 
D. 


Development Values and ‘Taxation 


Sir, ~ With reference to the letter from ‘Contentious’ 
in your issue of August 3oth, your correspondent 
may like to know that the taxation effects to which he 
refers, in connexion with compensation for loss of 
development rights were placed before the Chancellor 
of the Exchequer in detail by this Institute before the 
Budget of 1952, with a recommendation that appro- 
priate adjustments should be made to avoid hardship 
which would occur in taxation of compensation for 
loss of development rights. The double hardship in 
the case of excess profits levy was pointed out — the 
standard in many cases being reduced by reason of 
writing-down the value of the land in the stock-in- 


trade, and the compensation for loss of development 
rights coming into account as a profit in a chargeable 
accounting period. 

As stated in your editorial footnote, no provisions 
for the alleviation of this hardship appear to have 
been enacted, although paragraph 1o of the Ninth 
Schedule to which you draw attention, and para- 
graph 9 as to the spreading of profits on contracts, 
show the intention that income as well as deductions 
should reasonably be those relating to the chargeable 
accounting period being assessed, and not the accumu- 
lation of money over a long period. This apparent 
equitable intention does not seem to have been carried 
to its logical conclusion, although there is nothing to 
prevent that equity being recognized in the next 
Finance Bill. 

Yours faithfully, 
G. B. BURR, 
Secretary, 
Tue INSTITUTE OF TAXATION. 
London, EC4. 


Ingenious Method of Multiplication 


SIr, - The article on the ‘Evolution of the Account- 
ing Machine’ appearing in your issue of August 23rd, 
which mentions the abacus as being regarded today 
as no more than an interesting toy, brings to mind 
an ingenious method of multiplication for those who 
have not advanced beyond their twice-times table. 

. The following example will illustrate the method 
of multiplying 213 by 219. 





213 X 219 
106 438 
53 876 
26 1,752 
13 3,594 · 
б 7,008 

3 14,016 

I 28,032 
46,647 








The left-hand column is first arrived at by dividing 
213 and each resultant figure by 2 (inconvenient 
halves being ignored) until 1 is reached. The right- 
hand column is then calculated by multiplying 219 
and each resultant figure by 2 until you have a figure 
opposite the r. Figures opposite an even number in 
the left-hand column [printed in italics - Ed.] are 
now regarded as superfluous, and deleted. The re- 
maining numbers are then added to give the required 
answer. 

Perhaps your readers will check up on the result 
as I have not got my calculating machine handy. 
Yours faithfully, 

A. W. ANDERSON. 
Kitwe, N. Rhodesia. 5 
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NOTES AND NOTICES 


The Institute of Chartered Accountants in 
England and Wales 


At a meeting of the Council, held on Wednesday, 
September 3rd, 1952, at the Hall of the Institute, 
Moorgate Place, London, EC2, there were present: 


Mr T. B. Robson, M.B.E., President, in the chair; Messrs 
H. Garton Ash,.o.B.E., M.C., W. L. Barrows, C. W. Boyce, 
C.B.E., G. R. Freeman, P. F. Granger, H. Crewdson Howard, 
W. R. MacGregor, K. A. E. Moore, P. Morgan-Jones, 
P. М. · Rees, M.c., C. M. Strachan, O.B.E, Sir Nicholas 
Waterhouse, K.B.E., with an Assistant Secretary. 


The following resolutions were passed: 


(1) That certificates of practice be issued to the 
following twelve associates who have commenced to 
practise: 

Bembridge, Harold Edward; 1950, A.C.A.; 125 Cranbrook 

Road, Handsworth, Birmingham, 21. . 
Butler, John Danhaive; 1938, A.C.A.; (Barclay & Butler), 

and (Lloyd-Price & Butler) 134 Fenchurch Street, 

London, EC3. 

Buxton, Herbert Edward Derek; 1951, A.C.A.; (Buxton, 

Cass & Co), 2034 Uxbridge Road, Ealing, London, W13. 
Evans, Robert William Cowap; 1950, A.C.A.; Ashleigh 

Lodge, 55 Leopold Road, Wimbledon, Surrey. 
Hastings, Charles Oliver; 1939, A.C.A.; 8 Ridgacre Lane, 

Quinton, Birmingham, 32. 

Knott, Alan Charles; 1951, А.С.А.; 28 Belvoir Road, East 

Dulwich, London, SE22. 

Nelson, Frank Gelling; 1936, A.C.A.; (*Williamson & 
> Nelson), 8 Hamilton Square, Birkenhead. 
Palmer, Peter Harwood; 1952, A.C.A.; (*Prior & Palmer), 

General Buildings, Bridlesmith Gate, Nottingham. 
Smith, Edwin Sidney; 1948, A.C.A.; 3 Southold Rise, 

London, SE9. 

Stevens, David Spenser; 1951, A.C.A.; (Lord, Foster & Co), 

Rex House, 38 King William Street, London, EC4. 
Waite, Dennis William; 1937, A.C.A.; (*Bach & Co), 

Prescott Chambers, 28 Prescott Street, Halifax. i 
Wright, Stanley; 1951, A.C.A.; (*Henry Taylor & Co), 

Victoria Buildings, Victoria Square, Cleveleys, and at 

Fleetwood. 


(2) That six associates be elected to fellowship 
Hog clause 6 of the supplemental Charter (bye-law 
31) - 

(3) That one hundred and forty-three applicants be 

admitted as associates under clause 5 of the supple- 

mental Charter (bye-law 31). 

.. (Q4) That two hundred and ninety one applicants 
be admitted as associates under clause g of the supple- 

mental Charter (bye-law 36) and that one application 

be deferred. 

A list of those who complete their fellowship or 
membership before September 16th will appear in 
The Accountant of September 2oth. 





* placed against a Firm Name signifies that the Firm is not 
exclusively composed of members of the Institute. 





56 VICTORIA STREET, LONDON, S.W.l 


JOHN FOORD & COMPANY 
 VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, Etc. 


DISCIPLINARY COMMITTEE 


Findings and Decisions of the Disciplinary Com- 
mittee of the Council appointed pursuant to bye- 
law 103 of the bye-laws appended to the Supple- 
mental Royal Charter of December 21st, 1948, 
at a hearing held on Fuly 2nd, 1952. 


The committee heard formal complaints preferred 
by the Investigation Committee in respect of each 
of twenty-nine members of the Institute that the 
said member had failed to pay the subscription 
payable by him under clause 11 of the Supplemental 
Royal Charter and bye-law 42 in respect of the year 
1952 for four months after the same had become due 
so as to render himself liable under clause 21 (7) of 
the Supplemental Royal Charter to be excluded from 
membership or to be suspended for a period not 
exceeding two years from membership. 

In the case of one member against whom another 
complaint was pending the committee deferred the 
hearing of the case so that both complaints might 
be heard together. 

In the case of the following six members, the 
committee found the complaint proved and ordered 
that the said members be excluded from membership 
of the Institute: 

Frederick Charles Barker, a.c.a., c/o Lloyds Bank 

Ltd, Bromley, Kent. 

Harold Oswald Bolton, A.C.A., c/o Command Supply 
Depot, R.A.S.C., Westacott Road, Bicester. ` 
Philip Guy Burston, A.C.A., 1024 Cabrillo Street, 

San Francisco 18, California, U.S.A. 

Henry Charles Darby, A.C.A., 328 New Cross Road, 
New Cross, SE14. | 
Kenneth Andrew George Perkins, aca, 9 St 

Helen’s Place, London, EC3. 

Leslie Samuel Ramsden, A.C.A., 76 Furniss Avenue, 

Dore, Nr. Sheffield. | 

In the case of three members, the committee found 
the complaint proved and ordered that the said 
members be excluded from membership of the 
Institute but in view of special circumstances the 
committee further ordered that such findings and 
decisions be suspended so as to take effect only from 
August 31st, 1952, if a remittance of the amount ће. 
subject of the formal complaint should not have been 
received before that date. 

Two of the three members concerned remitted the 
amount due within the period allowed and the 
exclusions from membership in those cases did not 
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take effect. In the case of the undernoted member 
exclusion from membership took place with effect 
from August 31st, 1952. ` 

Ronald Charles Stuart Scott, a.c.a., c/o Midland 

Bank Ltd, Victoria Street, Nottingham. 

In the case of one member the committee found 
the complaint proved and decided that he be repri- 
manded but the committee considered that there 
existed special circumstances which justified the 
omission of the name of the member from the 
publication of the finding and decision. 

In the case of six members, the committee found 
the complaint proved and decided that the said 
members be admonished but the committee con- 
sidered that there existed special circumstances which 
justified the omission of each of those members’ names 
from the publication of these findings and decisions. 

In the case of twelve members, the committee 
found the complaint proved and decided to take no 
action. 


The Birmingham Chartered Accountant 
: Students’ Society 


WEEK-END RESIDENTIAL COURSE 

The joint committee of Birmingham and District 
Society of Chartered Accountants and the Birming- 
ham Chartered Accountants Students’ Society has 
arranged a three-day residential course at Ashorne 
Hill, near Leamington Spa for the week-end of 
October 3rd to 6th. This will follow the lines of the 
very successful courses held there in 1959 and 1951. 

The lecturers this year will be: Mr S. V. P. Cornwell, 

M.C, M.A, А.С.А., Professor Hugh Goitein, LL.D., 
M.COM., Messrs A. J. Platt, a.c.a., Т. C. Thomas, 
M.A., LL.B., D. E. Wilde, LL.B., c.a.1.B., E. K. Wright, 

M.A., F.C.A. 

The course is open to all chartered accountant 
students in the Midland area, the charge for the full 
course for students who are not enrolled under the 
Joint Lecture Committee's Tuition Scheme and who 
are not members of The Birmingham Chartered 
Accountant Students’ Society being £6. 

Applications from students wishing to attend 
should reach Mr E. Hemsoll at the Chartered Ac- 
countants’ Library, 71 Edmund Street, Birmingham 3, 
not later than first post on Thursday, September 18th. 


SATURDAY MORNING LECTURE SERIES 
Further courses of lectures on Saturday mornings 
for articled clerks preparing for both Final and 
Intermediate examinations have been arranged by the 
Joint Lecture Committee of the Senior and Students’ 
Societies. The courses commence on Saturday next, 
September zoth. 
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Personal 


Messrs GANE, JACKSON, JEFFERYS & FREEMAN, 
Chartered Accountants, announce that their address 
as from September 25th, 1952, will be City-Gate 
House, Finsbury Square, London, EC2. Telephone: 
Monarch 3801-2 will be unchanged. 


Bankruptcy District of Reading etc. 
transferred to London North 


The Board of Trade announces that as from Septem- 
ber ist, 1952, the responsibility for the bankruptcy 
districts of the County Courts of Reading, Banbury, 
Newbury and Oxford has been transferred from the 
Official Receiver (Mr C. T. Newman) at London 
Suburban Office South, to the Official Receiver (Mr 
W. J. W. Hill), London Suburban Office North. Mr 
W. H. Haigh has been appointed Assistant. Official 
Receiver for those Courts. 


South Eastern Society of Chartered 
Accountants 

STUDENTS’ RESIDENTIAL TUITION COURSE 
'The South Eastern Society of Chartered Accountants 
is to hold its third students' residential tuition course 
at the Royal Pavilion, Brighton, from Monday to 
Friday, October 6th-roth, 1952. The two: previous 
courses were most successful and it is hoped that the 
response to the forthcoming one will be equally 
encouraging. 

The fee of £3 55 od includes light refreshments and 
also the course dinner; arrangements for hotel 
accommodation will be made for any who require it. 

Chartered accountant students within the area of 
the South Eastern Society are invited, and those 
interested should apply to the Hon. Secretary, 
Mr, A. G. J. Horton-Stephens, a.c.a., 7 Pavilion 
Parade, Brighton, for registration forms. 


Manchester and Liverpool Students’ 
Residential Courses 
The Manchester and Liverpool Societies of Chartered 
Accountants are combining to run the seventh joint 
residential courses for Intermediate and Final 
students at Burton Manor College, Wirral, Cheshire. 

Each course extends over five working days; the 
Intermediate course assembles on Monday, Sep- 
tember 29th, and disperses on Saturday, October 4th, 
on which date the Final course will assemble, dis- 
persing on Thursday, October gth. 

Further information may be obtained from the 
joint honorary secretaries, Mr T. S. Andrew, A.C.A., 
57 King Street, Manchester, 2, or Mr N. G. Willis, 
A.C.A., 24 Fenwick Street, Liverpool, 2. 
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THE I. M.F. AND THE WORLD 
BANK | 


T may be recalled that prior to the Bretton Woods. Conference, 
both Britain and the U.S.A. put forward suggestions for recon- 

К. structing international trade and exchanges in the post-war 
period. This was in 1944. Britain's suggestions were contained in 
the document which became known as the Keynes' Plan; those 
of the U.S.A. were incorporated in the White Plan — both being 
named after their originators. The Keynes’ Plan envisaged a good 
deal of freedom of movement in exchange rates as a means of 
correcting adverse trade balances. The White Plan was on much 
more rigid and orthodox lines. The supporters of the latter plan 
carried the day at Bretton Woods and the International Monetary 
Fund emerged as one of the results of this Conference. This Fund 
was intended to fulfil three important functions. These were: the 
provision of a form of international clearing machinery, the 
maintenance of a fund which members could regard as their 
second line of foreign exchange reserves, and the provision of 
technical advice to member countries. Behind all three was the 
intention that world trade. arid international payments should 
move towards, and ultimately attain, a multilateral system. . 

The three objects of the I.M.F. are all worthy ones but their 
achievement is still very far away. This fact has been. given great 
prominence in the annual report of the I.M.F. and in the delibera; 
tions of the annual meeting of the Board which has just concluded 
at Mexico City. A quotation from the annual report which was 
presented to the meeting expresses keen disappointment at the 
course of events. uu" 

‘It is a melancholy: fact that seven years after the end of the 
war the Fund has to report that international payments are still 
far from having attained.a state of balance and that exchange 


difficulties and restrictions; are again, over a DE part of the world, 
the order of the day.’ 





When the Fund began ape oei in 1947 | it was 5 expected that by 
1952, at the latest, the transitional period would have come to 
an end and the Articles of Agreement of the Fund could then 
come completely into force... 

Many authorities are wondering whether the LM. Е., as at 


present constituted, can perform any really useful function. Та the 


first place, the authors of the Bretton Woods Agreement did not 
plan for any but temporary and manageable difficulties in mem- 
bers’ balances of payments. The Fund was never equipped with 
sufficient reserves to tide members over even modest deficits, and 
the fall in the value of money since the inception of the Fund 
has made these reserves more inadequate still. In the year ended 


310 


June 30th, 1952, the Fund advanced $46 million 
in new money – an insignificant sum when com- 
pared with the adverse balance of payments of 
the European members of the I.M.F. Marshall 
Aid on a vast scale, and later, Defence Aid 
provided by the U.S.A. during the past five or 
six years has proved insufficient to cover all 
needs. А 

· There can ђе little doubt also that the rigid 
philosophy adopted at Bretton Woods and in the 
Articles of the I.M.F. have lessened the useful- 
ness of the Fund. These Articles allow appreciable 
changes in exchange rates only under crisis 


conditions and as a last resort. Countries that ` 


exercise freedom of action outside the limitations 
laid down may remain members of the Fund but 
they are precluded from using its lending 
facilities. This undue. rigidity may prove to be 
the precursor of quantitative exchange restric- 
tions. Adherence to the rules of the Fund 
seriously limit exchange depreciation, whilst 
international agreements prevent tariffs being 
used to restrict imports. Quotas are the only 
remedy left. 

: As a means of providing international clearing 
machinery the I.M.F. has been a complete 
failure. Its third function, that of the provision of 
technical advice, has been pursued with en- 
‚ thusiasm. But much of this advice has been of a 
sermonizing nature and not too popular with those 
countries for whom it has been intended. A 


recurrent theme in the annual report just:. 


presented is that the internal financial policies of 
‘member countries are the main cause of trade 
deficits. In their efforts to meet the competing 
claims of divergent social and economic objec- 
tives, many countries have adopted inflationary 
economic and monetary policies which have led 
them into chronic balance of payments crises. 
That there is a large element of truth in this, 
most economists would agree. The fiscal policy of 
the present Government of this country is based 
on this belief, although the connexion between 
Government spending and the balance of pay- 
ments was rejected by some members of the late 
. administration. Nevertheless, the disequilibrium 
in the trade between East and West is also due to 
causes other than domestic inflation. 

There is not much evidence in the annual 
report, nor in the discussions which have taken 
- place at Mexico City, that the I.M.F. is aware of 
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its limitations, or, if aware, prepared to take the 


· steps required to remove these limitations. Sug- 


gestions have been made by independent experts 
that a wider tolerance for exchange fluctuations 
should be allowed within the rules of the Fund. 
Others have suggested that the machinery of the 
I.M.F. should be used to link the Latin-American 
countries with the European Payments Union 
and so enlarge the sphere of free exchanges. It is 
true that some changes in lending policy were 
announced earlier this year, but members still. 
appear to think that their effect will be insig- 
nificant. The fact is that as a world organization 
the I.M.F. is rather unwieldy and slow to act. 
The Fund, this time backed by the strongly 
expressed opinion of the United States Treasury, 
has declared itself once more against an increase 
in the official price of gold. Mr Havenga, the 
South African Finance Minister, argued skilfully 
that the first requisite for currency convertibility 
was an increase in the reserves of member 
countries and that this increase could most easily 
be brought about by revaluing their gold reserves 
at the market price. It could be added that such 
a change would also benefit enormously the 
earnings of the sterling area. 

The World Bank had a much more satisfactory 
report to present to its directors. In the past year 
the Bank made about a score of loans totalling 
some $300 million. This brought the total of all 
loans by the Bank to $1,400 million distributed 
over twenty-seven countries. It is clear, therefore, 
that the World Bank has played an important 
part in providing dollars to countries who have 


.asked for loans. That the governors of the Bank 


are ready to adjust their policies to the changing 
needs of the times is illustrated by the fact that 
the Bank is considering the provision of some of 
the capital required under the Schuman Plan, 
and a figure of 200,000,000 dollars has been 
mentioned as a possible sum for this purpose. 

The suggestion has also been made that the . 
Bank, acting through an International Finance 
Corporation, should stimulate . international 
private investment. Perhaps the contrast between 
the two institutions is best shown by an important 
delegate who, on the opening day of the Mexico 
City conference, praised the Bank for the wisdom 
of its investment policies, but complimented the 
I.M.F. only for its valuable advice and technical 
analyses. 
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TAXATION AND THE PRIVATE COMPANY 
SUBMISSIONS BY THE INSTITUTE OF DIRECTORS 


direct taxation numbers among its hardest 
hit victims the directors of private com- 
panies, bearing in mind that these persons are in 
the main also shareholders in their companies. 
They have a champion in the Institute of 
Directors, at whose conference in November 1951 
special concern was expressed at the effect of 
modern legislation. The Council of this Institute 
subsequently appointed a committee to consider 
the special problems of these companies, under 
the chairmanship of the Rr Hon WILLIAM 
МАВАМЕ, М.Р. The report of this committee has 
now been submitted both to the Royal Commis- 
sion on the Taxation of Profits and Income, and 

' to the CHANCELLOR OF THE EXCHEQUER. 

It is argued that the two major factors menac- 
ing the continuity of the director-controlled 
private company are the distribution provisions 
of the profits tax, and the application of the assets 
basis to the holdings of controlling directors for 
estate duty purposes. Even on undistributed 
profits, taxation is so heavy as to make the con- 
servation of the company’s assets and the steady 
development of its capital impossible. 


| ad would deny that the present system of 


The committee urges that the principle : of 


graduation of tax should be extended further, 
namely, that all direct taxation of companies, 
including profits tax and ‘distributed profits tax’, 
should be at half rates on profits up to £12,000 
and should reach full rate only at £25,000 or more, 
with intermediate graduations. The principle of 
graduation does to some extent already apply, 
particularly to profits tax, which gives an abate- 
ment on profits up to £12,000. Moreover, there 
are in effect exemption limits for both profits tax 
and excess profits levy. The new suggestion goes 
further. As it would apply to income-tax, com- 
plications would arise in determining the liability 
of each individual shareholder. It may be that a 
separate company tax at a more modest rate, 
accompanied by a direct tex on dividends 
received, would be easier to operate. . 
The recent raising of the permissible remunera- 
tion to directors of director-controlled companies 
for profits tax purposes does not go far enough in 


the committee’s view. It suggests a limit of 25 per: 


cent of the profit, or £10,000, whichever is the 
greater, as against 15 per cent and £7,000, with no 
discrimination against a director who does not 
work full time, and a limit of £5,000 for an 
individual director. 

At the same time the committee attacks the 
provisions which were introduced in 1947 to tax 
future retirement benefits, in that they exclude 
from approval any scheme in favour of a director 
holding more than 5 per cent of the equity. The 
committee recommends that up to 10-per cent, 
say, of individual salaries should be deductible 
for retirement benefits, without being assessed 
on the individual. The xo per cent is already 
allowable where the individual's remuneration 
does not exceed {2,000 and Section 390 (1) of the 
Income Tax Act, 1952, is otherwise complied with. 

The harsh effects of Section 55 of the Finance 
Act, 1940, in imposing an assets basis valuation on 
a controlling director's shares for estate duty, are 
discussed at length in the report. It attacks from 
a new angle the White Paper compiled by the 
Inland Revenue and published in July 1951.1 
It points out that most of the estates referred to 
in that document must have been those of per- 
sons who were over 55 when they died in 1948 


and therefore had opportunities of building up 


their private fortunes before the last war. 
Younger men now controlling private companies 
had no such opportunities, so that when they die 
the estate duty burden will be even greater... 

In the committee's view, the assets basis of 
valuation should be confined to those companies 
which were formed in order to avoid duty, and 
not extended to bona fide trading companies. 
There should also be cheaper facilities for appeal 
against an excessive valuation. For this purpose 
the committee recommends the setting up of a 
tribunal composed of accountants, lawyers, 
business men and stockbrokers, or, in the alter- 
native, a body similar to the Special Commis- 


.ѕіопегѕ of Income Тах. 


. As regards gifts inter vivos, it is recommended 
that the duty be reduced by one-fifth for every 
year by which the donor survives the gift. 


3 Cmd. 8295. H.M.S.O., 6d net. See The Accountant, July 
zist iggi. v 5 in EM UL ME 
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THE FINANCE ACT, 1952—XI 


Certain Disposals on Permanent 
Discontinuance of Trade, etc. 


ARAGRAPH 2 (1) of the Sixth Schedule 
[^to the Finance Act, 1952, covers cases 
which comply with the following conditions: 


(a) the event giving rise to the balancing 
allowance or charge is the. permanent 
discontinuance of the trade, etc.; and 


(b) at or about the time of the discontinuance 
an event occurs which is one of the events 
.described in (а) to (cc) inclusive in the 
definition of ‘sale, insurance, salvage or 
compensation moneys' in Section 333 (1) 
of the Income Tax Act, 1952, as amended 
by paragraph 8 of the Sixth Schedule to the 
Finance Act, 1952. This amendment is 
referred to below. 


The events referred to in (b) above include а 
sale of the plant, provided it is a sale at the open- 
market price (as defined above) or it is a sale to 
which Section 327 of the Income Tax Act, 1952, 
applies. Thus a sale which is not at the open- 
market price will come within paragraph 2 only 
if it is a sale to associated persons as provided 
in Section 327, or is a sale from which the sole 
or main benefit which might have been expected 
to accrue to the parties is the obtaining of an 
income-tax capital allowance. If it does not fall 
within Section 327, the sale at less than the open- 
market price will normally fall within paragraph 
3, as to which see below. 

Where the sale falls within paragraph 2, the 
amount arising on the permanent discontinuance 
of the trade, which has to be taken into account 
for balancing allowance or charge purposes, is the 
proceeds of this sale. As to apportionment where 
the plant is sold with other property, see Section 
326 of the Income Tax Act, 1952. 

The coming to an end of an interest in plant, 
by reason of the cessation of a foreign concession, 
is also an event within (b) above and any com- 
pensation received as a result is to be taken into 
account as proceeds of sale for the purpose of 
computing the balancing allowance or charge. 
Again, the demolition or destruction of the plant 
is within (b) and in that case the amount to be 
brought into account as proceeds is the aggregate 
of sums received for the remains of the plant plus 


insurance moneys and any capital sums in respec 
of compensation. Finally, the permanent loss o 
the plant, otherwise than by destruction, i 
within (b), and the amount to be brought int 
account as proceeds is the aggregate of thi 
insurance moneys and any capital sums fo 
compensation of any description. This woul 
cover theft of the plant and also its loss b 
carelessness. 


Cases where Open-market Price to apply 
Paragraph 3 of the Sixth Schedule to the Financ 
Act, 1952, provides for the determination of th 
‘sale proceeds’ for balancing allowance and charg 
purposes where neither paragraph 2, which ha 
been dealt with above, nor the ordinary principle 
apply, and accordingly it is necessary to lay dow: 
rules for determining an arbitrary sum as pro 
ceeds of sale, viz. the open-market price of th 
plant in question at the time when the even 
giving rise to the computation occurs. 

Paragraph 3 applies to the following event 
(paragraph 3 (1)): 

(а) permanent discontinuance of the trade etc 
the plant continuing in the trader's owner 
ship; 

(b) permanent discontinuance of the trade etc 
the.plant being given away, or sold at les 
than open-market price in circumstance 
which do not bring Section 327 int 
operation, i.e. the sale is not betwee: 
‘associated persons” nor a sale from whic 
the main benefit would be a tax allowance 

(c) sale of the plant at less than open-marke 
price (other than a sale within Section 327 
or gift of the plant; 

(d) permanent cessation of user of the plan 
in the trade etc., either because it is trans 
ferred to other use or because it is retainer 
after the part of the trade in which it wa 
used has been disposed of, the dispositio: 
of such part of the trade not amounting to 
cessation of the trade. 


In each of the above cases, for the purposes c 
computing balancing allowances and charges th 
event in question is deemed to have given rise t 
sale etc. moneys equal to the open-market pric 
of the plant. 
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Exceptions where Recipient of Plant is . 
Assessed Schedule E therefor 
In paragraphs 2 and 3 of the Sixth Schedule to 
the Finance Act, 1952, discussed above, refer- 
ence was made to a sale at less than the open- 
market price and to consequences arising there- 
from in relation to balancing allowances and 
charges. Reference was also made in paragraph 3 
to gifts of plant. It may be that the recipient of 
the plant in those cases receives it from his 
employer and is required to pay Schedule E tax 


-on the excess of the value of the plant cver the , 


price, if any, he paid for it. The circumstances 
in which such Schedule E liability may arise are 
set out in Chapter II of Part VI of the Income 
Tax Act, 1952, which deals, inter ala, with 
employees' benefits in kind. Where Schedule E 
tax is paid, if the excess of market valve is also 
taken into account against the employer in com- 
' puting his balancing allowance or charge, there 
would in a sense be double taxation of the same 
amount. Paragraph 4 of the Sixth Schedule is 
' directed to avoiding this double taxation. By 
sub-paragraph (1) it provides that references in 
paragraphs 2 and 3 to sales at less than the 
open-market price do not include a szle in such 
circumstances that Schedule E Нађ у arises. 
By sub-paragraph (2) it makes similar provision 
in relation to gifts of plant within paragraph 3. 


Allowances to Donees etc. of Plant 


The donee of plant.may use it in his own trade ` 


etc., but since it has cost him nothinz he cannot 
claim allowances on the basis of his own expendi- 
ture. However, if the donor has had the open- 
market price taken into account agzinst him, it 
would perhaps be unjust to refuse a.lowances to 
the donee on the same basis. The same applies, 
mutatis mutandis, where plant has Seen sold at 
less than the open-market price and. paragraph 3 
has been applied. 
Accordingly paragraph 5 of the Sixth Schedule 
provides that where 
(a) paragraph 3 (2) has been aprlied to a gift 
or to a sale at less than open-=market price; 
and | 
. (b) the recipient took the plant with a view to 
using it for the purposes о: a trade etc. 
‘carried on by him’, 
he is to have annual and balancing allowances 
and charges on the plant, compuzed in relation 
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to that trade etc., as though he had paid the open- 
market price for it. 

The words ‘carried on by him’, quoted above, 
seem to imply that to obtain the benefit of para- 
graph 5, the recipient of the plant must be already 
carrying on the trade for which the plant is to be 
used. This will mean hardship in some cases, 
particularly where the trade cannot be com- 
menced until after the plant has been acquired. 


Optional Substitution of Lower Written-down 
Value for Open-market Price 
The advantage conferred by paragraph 5 is 
clearly entirely with the person who receives the 
plant, either as a gift or.at less than the open- 
market price, since it is he who receives the 
allowances under that. paragraph. Where the 
open-market price exceeds the written-down 
value the donor or seller will suffer a balancing 
charge and the new owner will receive allow- 
ances on the basis of the higher figure. However, 
under paragraph 6 the two taxpayers can jointly 
exercise an option, under which the lower 


written-down value can be substituted for the . 


open-market value in relation to both taxpayers 
(paragraph 6 (2)), thus relieving the old owner of 
balancing charge. Paragraph 6 (3) makes it clear 
that in such circumstances, when the time 
comes, a balancing charge can be made on the 
new owner in the same manner as it could have 
been made on the old owner had he retained the 
plant in his trade etc. This ensures that in com- 
puting a balancing charge on: the new owner, 
allowances given on the plant to the old owner are 
brought into account. | 

Paragraph 6 (3) is not without its obscurity. 
It provides expressly for the hypothesis that the 
old owner had (a) continued to own the plant, 
and (5) done all the things which the new owner 
had done. The event under (b) may be a sale of 
the plant, in which case there may be concurrent 
assumptions that the old owner has both retained 
the plant and sold it. The explanation, presum- 
ably, is that the assumption under (a) is meant to 
apply only in relation to the transfer from the old 
to the new owner, not to subsequent disposals 
by the new owner. 

The election under paragraph 6 has to be by 
notice in writing to the 'surveyor' (paragraph 6 
(1)). No time limit is laid down. . 

(To be continued.) . 
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.BOOK-KEEPING. AND PUNCHED-CARD EQUIPMENT 
by R. GLENDINNING, M.A., C.A., F.C.W.A. | 


BOOK-KEEPING MACHINES 

HE general characteristic of book-keeping 

machines is that they have the capacity for 

posting items in detail against different 
accounts, while reproducing each item on a list 
which is automatically totalled. The equipment 
can bring in both debits and credits after picking 
up an opening balance and, having recorded the 
fresh transactions, it then calculates and records 
the net balance. For this reason such machines 
are especially useful for ledger work. An illustra- 
tion of their application to sales ledgers gives, for 
the benefit of those unfamiliar with the equip- 
ment, the best idea of their capabilities. 


Ledger Work 
The documents on which the information is 
recorded by the machine for sales ledger purposes 
are: 
(a) The ledger account. 
(b) The statement. 
(с) The sales day book (or proof sheet). . 


In the operation of debiting sales from 
invoices, the three records are all printed at the 
one time from one impression (two recordings 
being duplicates of the first), which obviously 
ensures that debits to the ledger agree with the 


total sales and with the relative control accounts. ` 


Thus, suppose a customer owes {14 19s 3d on 
January rst, 1952, and is debited on January 
7th with £3 4s 11d and on the 19th with £2 135 9d; 
suppose also that payment of {10 7s 2d is made 
by the debtor on January rsth and he then is 
allowed discount of 5s 34. The transactions in 
respect of this individual during January would 
appear thus: | | 
Balance 


Dr. Cr. 
£sd 55 а £ s а 
` January 1st 14 19 3 
January 7th 3 411 ^ 18 4 2 
January 15th xo 7 2 Cash 
5 3 Discount 7 11 9 
January.19th 213 9 то 5 6. 


. . The essence of the system is that the appropriate 
stationery is held in the machine in such a way 
that at one and the same time a debit (or credit) is 
entered on the ledger account, the statement and 
the relátive listing sheet (which serves as sales 
day book or copy of cash book, as the case may be). 


: The arrangement ensures that whatever fresh. ' 


debits (or credits) are entered up by the machine, 
are typed through the statement, ledger account 
and listing-sheet at опе operation, the alignment 
of the listing sheet automatically adjusting itself 
line by line as each item is debited. The operation 
involves ‘picking up’ in the machine the opening 
balance (£14 19s 3d) which is then typed on the 
statement to be sent out to the debtor in due 
course, Then from the invoice already made out, 
the fresh debit of £3 4s 11d is taken, which, again 
by depressing the appropriate keys, is printed on 
all three documents. By pressing the appropriate 
key, the new balance of £18 4s 2d is thrown out, 
both on the statement. and. the ledger account, 
thus showing immediately the up-to-date position. 
As the machine does the calculation.of the balance, 
no clerical error is possible. 

At the same time the listing or proof: sheet is 
added to on each occasion an item is posted: at 
the end of the posting, again by pressing the 
correct key, the machine, which has been accumu- 
lating the total as it goes along, prints this on the ^ 
proof sheet. This normally should be agreed with 
the predetermined total of the invoices to be 
posted and if any discrepancy arises it should be | 
investigated. But if a discrepancy does arise, it 
certainly does not do so through the machine's 
failure:.it can only be because the operator has 
introduced an incorrect figure. The machine 
ensures that the total number of invoices posted 
and scheduled on the proof list have, in fact, been 
posted to one account or another, and the fresh 
balances brought down, all with complete arith- 
metical accuracy. No arithmetical error can 
occur, but it is, of course, possible to post to the » 
wrong debtor's account. 

Thus, subject to pressing the correct keys (and 
even here the process is controlled, because if 
that happened the total of the proof sheet would 
not agree with the predetermined total) no 
error as between ledger account, statement and 
proof sheet can possibly occur. 

The same operations would be carried out for 
the other items to be posted, viz. £2 135 9d, 


‘debited on January 19 and the cash and discount 


of £10 75 2d and 5s 3d respectively, credited on 
January 15th. At any moment the balance on 
each account is known and at any moment the 
total of езе balances will-agree witt the control 
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account, Quite apart from the obvicus immediate . 
saving in clerical effort (i.e. in the posting opera- 
tion itself, which is very fast) the advantage of 
having accuracy of posting and balancing is 
considerable. : 

Along with each item posted an identification 
number, e.g. the invoice number o7 an expenses 
code number, is also recorded. More elaborate, 
and therefore more expensive, models incorporate 
a typewriter keyboard. i 

The full benefits of such a procedure depend, 
of course, on an even flow of invoices and 
information about cash and discount, to be posted 
. daily. Where the volume ‘is sufficiently great, 

grouping and sectional controls can ke introduced. 
In all these cases, as a simple and practical matter 
of organization, it is better to maintain a manu- 
_script book in which predetermined totals are 
entered, so that it forms a control account, giving 


daily totals, both debit and credit, and bringing | 


out the balance. The same figures should be. 
‘reproduced in the mechanical accounting control 


account, day by day, and the final balance brought : 
out, which should be agreed with the manuscript 


book. This greatly facilitates the task of control. 
The above example adequately illustrates the 
possibilities of application to many other account- 


- ing procedures for so much of accounting is a mat- ` - 


ter of analysis – posting and totalling. A similar pro- 
cedure would apply to the recording of purchase ` 
ledger transactions for example. An application 
‘to which such machines do not lend themselves 
quite so readily normally, is that о: posting the 
nominal ledger. The number of ites following a 
set pattern is here relatively few, and often the 
operation of posting is the least important part 
of the work, since much consideration may be 
. necessary in ‘the case of some items. Hence, it is 
not normally worth mechanizing this process. 


| . Useful in. Cost Accountiag 


Inthe realm of cost accounting, wherejob costing is - 


along traditional lines, a book-keeping machine can 
be very useful. For direct labour, a separate ledger 
card may be used for each job, or part, or whatever 
the appropriate unit may be. Then, each item is 
posted up to the corresponding card and totals for 
each job are automatically thrown out to agree 
with the total entered for direct labour in the 
nominal ledger (or cost ledger contro: account, as 
. the case may be). By picking. up the opening 
balance of direct labour charges, the accumulated 
total to date can be automatically caiculated. and 
printed. 
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posted up against each job and controlled against 
a predetermined total, аѕ іп the case of direct 
labour. Such direct material charges would 
normally appear in à separate column from direct 
labour and can similarly be.totalled up to give a 
figure which is continually. up to date. 

The treatment of overheads depends on the 
method of applying them. If the actual overheads 
of each period are applied: to a direct labour base 
for the works as a whole or for each particular 
shop (perhaps the commonest method), then this 
may be already calculated independently (i.e. 
not by the book-keeping machine) on the job 
cards: or whatever the: original documents of 
entry are. If this.is the method in fact used, then 
overheads are merely debited up in another 
column of the ledger card. If, as is more suitable 
-from the point of view of saving, effort, overheads 
are applied on the basis of an average percentage 
applied to completed jobs, then this can be 
calculated (again independently) after the direct 
labour cost of each finished job is ascertained, -- 
and on the basis of this information the overheads 
can be posted up to each job: Thus:a final tabula- 
tion covering direct labour, overheads and direct 
- material can be prepared. 


Recording Work in Progress 
; Such a procedure is useful for recording work in 
progress and transfers to sales or stocks; at each 
transfer from work in progress to stocks (or vice 
versa) the posting is done by the book-keeping 
"machine and the items transferred tabulated. 
Control accounts control the totals of work in 
„progress or finished stocks. The whole process can 
be illustrated diagrammatically (see page 316). 
This diagram shows the process of tabulating 
information, controlled at each stage by control 


accounts for: 


. (а) Work in progress ' (corresponding to line A 
representing expenditure to date on uncom- 
_ pleted jobs – excluding overheads). 

(b) Completed jobs for stock. 

(c) Stock (including i items manufactured i in own 
works). 

(d) Cost of sales (and if related to sales, profit 
or loss per item). 

(e) Balance of unabsorbed overheads, repre- 
senting the difference between actual over- 
heads incurred and debited to control 
account and those charged out or ‘applied’ | 
to the various jobs, both being separately 
tabulated. 


‘The overheads themsélves would, of course, ‘be 


. Similarly,:the direct; material chacges с сап be, -debited up from the: original information (é.g. 
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indirect labour cards, non-productive material 
requisitions, etc.) to ledger cards for each over- 
head account. 

Stores ledger methods follow the same pro- 
cedure. Some types of book-keeping machine 
used for stores ledgers can extend issues. The 
latter type obviously falls into the category of 
special-purpose equipment, being more expensive 


and therefore more likely to be uneconomic’ 


unless fully utilized on work for which it is 
specially fitted. | 

Another interesting application of the book- 
keeping machine is to plant inventories where 
depreciation is charged monthly, at a fixed rate, 
year by year, or at least at a fixed rate for each 


Саа) 
Direct Labour 
Job Cards 





A. (Work in 
Progress) 


Completed 

“Jobs for 
Stock - 

Tabulation 










Stock of | 
Finished Parts 
Tabulation 


month within the year. With assets grouped 
according to location, then the written-down value 
of the plant in each shop can be easily ascertained 
every month and agreed with a control account, 
while the appropriate charge for depreciation for 
the month for the shop is automatically available 
for departmental costs. 


Payroll Work 
Another very common application of book- 
keeping machines is to payroll work. It is par- 
ticularly important under the P.A.Y.E. scheme, 
where the accounting processes are: 
(а) Ascertain gross earnings for the week. 
(b) Add to cumulative gross earnings for the 
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last week-to-date to give present year-to- 
date cumulative gross earnings. 

- (c) Deduct tax-free allowances for year-to-date, - 
giving the net taxable income for the year- 
to-date, against the relative code number. 

(d) Calculate the tax to date thereon, by reading 
off the appropriate figure from a table. _ 

(e) Deduct therefrom the tax on the previous 
week-to-date, giving the tax for the current 
week. 

(f) Deduct the latter and other deductions from 
gross earnings for the week. 

The first process (а) must be done independently 

from the book-keeping machine. Once, however, 










Completed | 
Jobs — Cost 
of Sales 





Overheads incurred 
Tabulation 
Overheads applied 

Tabulation 





it has been ascertained — normally on some form 
of wages card — then from a gross earnings and 
tax card (corresponding to a ledger card) for the 
employee concerned, the cumulative earnings for 
the last week to date are picked up. The machine 
then calculates the total cumulative earnings to 
date. | 

The operator must read the tax-free allowances 
for the year-to-date from a table, but thereafter 
the machine gives the net taxable amount for the 
year-to-date. Then the operator reads from 
another table, the tax corresponding to that 
taxable income and, from the earnings card, the 
tax deducted up to the previous week. The 
machine then calculates and prints the difference 
which, together with the standard deductions, 
when deducted from gross earnings for the week, 
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gives the net earnings for the week, which it also 
prints. А А ; 

The advantage of this method — apart from the 
fact that the accounting machine performs all 
the purely arithmetical operations, is that it 
prints at one and the same time: 

(a) The payroll itself. 

(b) A duplicate payroll which, when torn into 
strips, can be used as a record of the 
earnings, tax, etc., of each employee, to 
whom it may be given. 

(c) An earnings and tax card (which can be 
used in place of the official Inland Revenue 
card) which is in continual agreement with 
the payrolls. 


Another, less common, application is that of 
invoice registration. As each invoice comes in it 
is tabulated by the machine with numerical 
identification. 'T'his is useful where the organiza- 
tion is sufficiently large to necessitate close 
control over the intake of invoices and must be 
used in conjunction with the typing of names of 
suppliers. But even in smaller organizations which 
are still large enough to warrant registration of 
invoices, the machine may be used for this 
purpose if it has spare capacity. : 


` PUNCHED-CARD EQUIPMENT 

The next main branch of accounting equipment 
to be described in this series is punched-card 
equipment. This operates by reproducing the 
necessary information cards by punching holes 
in the appropriate positions corresponding to the 
information required in accordance with a code. 
Once punched, the cards can then be sorted by 
mechanical (or electro-mechanical) means and, 
after sorting, the information punched can be 
reproduced in the desired order. The great 
advantage is that, once the cards have been 

prepared, the operations of sorting and tabulatin 

are performed at very high speeds. ; 
Fundamentally, this type-of equipment is most 
useful where information is required from the same 
cards several times — in fact where much analysis 
and reclassification is required, probably no other 
method is feasible. It obviously is not so advan- 
tageous if the information is only required once. 
" As in the case of book-keeping machines, sales 
accounting may be taken for the purposes of 
illustration. If it be imagined that each invoice is 
coded by means of a.numerical code as to (a) 
customer, (b) salesman’s territory, and (с) class 
of product, then the сагіѕ can be punched to 
reflect this information, together with the quantity 
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and the selling value. Once punched, the cards can 
be passed through the equipment without sorting 
day by day, to give what is equivalent to a sales 
day book, giving a daily total of sales. At the end 
of the accounting period the cards thus prepared 
can then be sorted under customer, thus segre- 
gating the cards representing the total debit to 
the customer. By passing these through the 
tabulator, a schedule of sales under each customer 
is printed. . : 

"T'he same cards can then be resorted and subse- 
quently tabulated according to product. Further 
sorting gives the same sales analysed according 
to salesman or territory, for purposes of ascertain- 
ing commission due, for example, and a further 
break-down gives the analysis of the sales within 
each territory according to the class of product. 
All this information can be obtained from the 
one punched card and, of course, the machine 
totals up and prints the total as required. 

If the sales ledger is kept within the mechanical 
accounting system, then this analysis of sales 
according to customer can be incorporated in the 
process of posting the ledger. This is done by 
bringing in a carry-forward card, which shows 
the balance outstanding and relating to this the 
cards for sales debited. Other cards representing 
cash and discount given and returned goods, etc., 
can also be separately prepared and brought in to 
the sorting and tabulating process, the result 
being a sales ledger tabulation, a copy of which 
forms a statement for the customer. 

Similarly, a purchase ledger can be kept in the 
same way and the purchases analysed as required. 
For costing purposes the overhead items can be 
appropriately classified and totalled. Similarly, 
charges direct to specific jobs can be summarized. 
Items to be charged to stock can also be analysed 
according to stock account number. 


Application to Cost Accounting 


The ordinary cost accounting process follows the 
same procedure. In the case of direct labour, 
further cards can be punched from the original 
job cards for the job order number and a proof 
tabulation prepared. These can then be subse- 
quently sorted according to job order and, using 
the same procedure as applies in the case of the 
sales ledger, the amount charged to date сап ђе 
brought in and the fresh expenditure added 
thereto. Similarly, the direct materials can be 
analysed on the basis of cards punched from the 
requisitions. A further feature is that such 
cards can also be analysed according to the stores 
which are to be credited. | 
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The question of overheads depends, as was 
mentioned above in connexion with book-keeping 
machines, on the precise system in operation. 
Assuming that overheads are-applied to a direct 
labour base, then the charge may be calculated on 
the original job card, being punched from that 
to the same card as for direct labour. The tabula- 
tion would thus bring forward both direct labour 
and overheads. separately. Alternatively, over- 
heads may be ascertained on the finished job 
according to some average basis, being incorpor- 
ated in the tabulation of finished jobs only. Such 

-items would then be treated either as debits tó 
stock or as cost of sales in much the same way as 
was discussed before in connexion with book- 
keeping machines. 

An important feature not previously mentioned 


is, of course, that what are known as “dual purpose’. 


cards can be used. In the ordinary way, a special 
and separate card is punched from the original 
document (e.g. job card or material requisition) 
but the latter can be designed as the card which 
actually functions аѕ а punched card. This saves 
stationery, of course, and means that.the original 
information is close at hand for verification if 
necessary. It means, however, that special care 


must be taken to see that the cards do not get. 


bent-or damaged in. handling in the shops etc. 


Production of Paybills 


Paybills can similarly be produced on this type of 
equipment. The general principle is that if the 
gross earnings for the week are ascertained, a 
particular form of equipment can match this up 
for the same individual, with the total earnings 
to date and the total tax allowances to date on 
anotlier card, also with the code number to which 
another card gives zhe appropriate total tax due to 
date. The combination of all this information on 
separate cards enables the paybill to be printed 
and completed entirely automatically. . | 

- There is no reason why nominal ledgers should 
not similarly be kept on punched-card equipment, 
but as a rule there is no great advantage in doing 
so, for the same reason as was mentioned above 
in. connexion with book-keeping machines, viz. 
that recording is usually the least part of the 
work. A procedure similar to that already men- 
tioned for keeping plant registers on machines 
can, of course, be produced on punched-card 
equipment. In the ordinary way, where it is not 
necessary to write down the value of the asset, a 
list of assets corresponding to the total capital 
expenditure recorded in the books can easily be 
reproduced each year. From the cards which, 
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once punched, remain accessible year by year, 
only requiring those for new additions to be | 
added and those representing displacements to be 
taken out, the plant register can be tabulated 
annually. 


Importance of Continuous Work-flow 


The smaller-sized business can use such 
equipment only if it carries out sufficient analysis . 
to keep the machine fully occupied. Such equip- 
ment is rather more expensive than book-keeping 
machines and much more so than other types of 
equipment. In other words, it is nearer to the 
‘special purpose’ category than the others. It is 
therefore imperative that the flow of work to the 
machine must be kept continuous, as otherwise- 
the full benefits will not be obtained and the 
information in fact produced will be unduly 
costly. There is no reason why in some cases, 
however, a smaller organization which neverthe- 
less requires much information for costing, statis- 
tical and general managerial purposes, cannot 
usefully. employ such a machine. In this con- 
nexion, again, the possibility of applying this 
type of equipment part-time on works functions,’ 
e.g. the compilation of requirements from a total 
master list of part numbers, or piece-parts as they . 
are called in some industries, should not be 
forgotten. Such an application would obviously. 
fit into a standard cost system. Other procedures, 
like progress control, less associated with account- 
ing as such, can be performed on these machines. 


Conclusion 


Although the above references to certain applica- 
tions of mechanical accounting equipment are 
necessarily short, they indicate, it.is hoped, some 
of the possibilities. While some of the machines 
mentioned are suitable only for the larger kind of 
organization, there are certainly many types of 
equipment that may be profitably used in smaller 
units. Even where clerical employees are few in 
number, the introduction of a book-keeping 
machine performing most of the detail, posting 
and analysis may be worth considering and, for 
smaller units, some of the simpler forms of 
equipment may be practical possibilities; for 
example, ‘peg boards,’ not discussed above, may 
be more helpful. 

While there is still a large field for the greater 
use of. accounting machines and appliances, it 
cannot be over-emphasized that only after ` 
thorough study can they be satisfactorily intro- 
сн 
(Concluded) 
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ACCOUNTING REQUIREMENTS FOR 
| ISSUES OF CAPITAL-II ` 


by IAN W. MACDONALD, M.A., C.A. 


The first part of this paper, written for the Sixth International Congress on 

Accounting, was reproduced in last week's issue. The rapporteur’s summary, 

together with a report of the ensuing discussion, and a résumé of additional remarks 
by Mr MacDonald, were published at pages 657-660 in our issue of June 21st. 


III. OFFER TO MEMBERS FOR CASH 


HIS type of issue is fundamentally different 
from a public issue or a placing in that the bulk 
of the money is expected to come from existing 
shareholders who are presumed to have knowledge 
of the company's history and present effectiveness. 
In some cases the issue may be underwritten — in 


part at least — and this may call for an accountant’s | 


report. z 
Accounting matters arise in determining the 
amount of additional capital required. Estimates of 
overall capital requirements for some years ahead 
may have to be computed. There should be an under- 
standing between directors and the accountant as to 
assumptions on cost and price levels. There is usually 
a desire that the issue should provide adequate 
. capital for several years ahead. On the other hand, 
it is not prudent to raise capital merely in anticipa- 
Чоп of further expected inflation. In practice, calcula- 
tions are probably anchored at or slightly above 


current price levels. Where new capital is required. 


to cover a major development scheme, the accountant 
will rely on officials of the company to give him 
estimates of future capital expenditure and of 
production and sales. ; : 

'The accountant may also be asked to report on 
current trading results since the date of the last 
balance sheet. This may be difficult if.stocks and 
work in progress have to be included at estimated 
figures. У l 

The company’s requirements having been deter- 
mined, the next step will be to consider the terms of 
offer to members in so far as the capital is to be 
raised from that source. In a public company this is 
primarily a financial matter which involves questions 
of share-premiums, ‘rights’, etc. The accountant as 
such will not be in the picture at this stage, although 
he may be asked for comments on the taxation or 
accounting implications of specific proposals. In a 
private company, however, the situation may be 
quite different. Here a gauging of the public invest- 
ment market does not arise and the accountant may 
be the person on whom the directors and shareholders 
rely for advice as to the type of capital, rates of 
dividend, voting rights, conditions of redemption, 
etc. The ages of shareholders, the balance of control 
(now and in the future), income of controlling 
directors, death duties and sur-tax are factors which 
may have an important bearing on the form and 
rights of the new capital. The accountant arid, to a 


lesser extent, the company’s solicitors, are the persons 
best qualified to prepare and negotiate a scheme which 
will meet the company's needs and balance the 
rights and interests of participating shareholders. 


ТУ. BONUS TO MEMBERS 


New capital may be issued as a free bonus to existing 
shareholders in accordance with the provisions of the 
company’s articles of association. The directors will 
take the initiative in determining the amount of the 
bonus issue, the reserves to be capitalized to achieve 
it, and the form and rights of the bonus capital. In 
a company with quoted equity shares it is usual to 
issue exactly the same kind of share as presently 
held and entitled to the bonus. In a private company 
the field of choice is open for any kind of debenture 
or share thought suitable, subject perhaps to an 
alteration of the articles. 

-The reserves to be utilized may offer scope for 
accounting advice. If there are capital reserves such 
as share premiums or excess profits tax refunds which 
cannot be used for any other purpose, these would 
probably be used first. At the other extreme, if there 
are capital reserves built up out of realized capital 
profits (tax free), these would not readily be recom- 
mended for conversion since a distribution to share- 
holders in cash without any sur-tax liability may be 
made therefrom. In between there may be a motley 
collection of reserves having labels which disclose 
excessive conservatism or distant hopes. Perhaps the 
labels now have little significance and, generally 
speaking, if the historical source is taxed profit, may 
be classed as general reserves suitable for conversion 
into capital. 

If the historical source is a revaluation or writing- 
up of assets, it may be necessary, as a matter of law, 
to consider how much of the reserve may properly 
be capitalized. If the assets involved have been 
written up to a figure in excess of the historical cost 
to the company, the whole of the resultant reserve 
may not be available. One would also bear in mind 
the danger of unduly inflating the capital structure 
by a conversion of reserves from such sources. 

The accountant may also be asked to give his 
views on the total amount which may prudently be 
capitalized. Several matters are relevant in making 
this assessment. Firstly, reserves invested in assets 
which are employed in the business may be regarded 
as suitable for incorporation in the capital structure. 
Secondly, the capital should not be increased beyond 
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the point where reasonable rates of earnings and 
dividend can be maintained in the future. Thirdly, a 
fair reserve should be maintained as a-cover for future 
contingencies and against the embarrassment of a 
profit and loss account in the red. Fourthly, the 
aggregate amount should have a convenient arith- 
metical relationship to the issued capital whose 
holders will receive the bonus. 

As indicated above, the form of the bonus capital 
may be an open question in private or non-quoted 
companies. The factors mentioned in connexion with 
a cash issue to members will again apply. An addi- 
tional point is the possibility of a future sale of the 
bonus capital to outside investors to provide funds 
towards death duties. Sometimes the bonus is issued 
for immediate sale by the proprietors to a finance 
house who will have to be satisfied as to the form 
and conditions of the new capital – usually medium- 
term redeemable debentures or similar preference 
shares. If a future but not immediate sale is con- 
templated, the bonus should be in a form capable of 
later conversion into an investment meeting the then 
requirements of the purchasers. 


V. RECONSTRUCTION 


A reconstruction of capital may be associated with a 
new issue in a variety of circumstances. In the con- 
version of a private company to a public company 
involving new outside capital, the existing capital 
structure may require overhaul and changes in form. 
There may be small blocks of preference shares 
with rights which are unsuitable for further pari passu 
issues. ‘These may have to be redeemed or converted. 
Equally there may be family loans or debentures 
calling for similar treatment. In some of these cases 
the best solution may be liquidation of the existing 
company and the flotation of a new company with a 
structure suitably geared to the new circumstances 
of ownership. In these cases the reconstruction is 
incidental to the new issue and is only made because 
the existing structure fails to match up to the new 
financial requirements. 

In the other class of reconstruction the primary 
cause is a maladjustment of capital related to earnings 
and assets. Either some of the capital has been 
absorbed by trading losses or the original structure 
has proved to be inflated and normal earnings have 
not given a fair return on the amount issued. These 
reconstructions essentially involve an ascertainment 
of the capital lost, or not represented by assets, 
followed by a scheme which fairly spreads the loss 
against the owners of the capital. À new issue is not 
necessarily involved, although a company in need of 
a capital rearrangement may also be in need of fresh 
capital, and the reconstruction may be delayed until 
the assets and. earning position have settled on a level 
which enables lost capital to be determined with some 
precision and the situation is attractivé for new invest- 
ment, The terms for the issue of new capital may be 
arranged conditionally on the reconstruction being 
approved by present holders and by the Court. 
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Alternatively, the method most appropriate may 
involve liquidation and flotation, the present holders 
being offered a reduced stake in the new company. 

The first practical question is the timing of such a 
reconstruction. If there is a history of losses, it is 
fruitless to attempt a reconstruction until the tide 
has turned. If there is a history of profits, though 
insufficient to cover dividends and reserves, the recon- 
struction itself may be tackled at any time. Putting 
it generally, the reconstruction may take place when 
earnings are sufficient to offer scope for the resump- 
tion of dividends on a reduced structure. 

The accountant will be in the picture from the 
beginning. He will be asked to prepare statements of 
maintainable revenue, and of assets and liabilities 
valued in mutual relationship with the estimated 
profits. 

The maintainable revenue computations may rest 
entirely on the assumption that recent trading condi- 
tions represent a normal expectation of the future. 
The accountant himself may not have enough 
knowledge of the trade to judge the fairness of such 
an assumption. In such a situation he will take steps 
to safeguard his position and will not allow his report 
to be misrepresented as an expert opinion. The profits 
computation need only include charges for deprecia- 
tion on the basis of revalued fixed assets. These 
revised charges may be materially less than the sums 
allowed for taxation. Moreover, the lightened burden 
of depreciation will only be a true measure until the 
replacement of fixed assets begins to have an influence. 
While the reconstruction may technically justify a 
depreciation holiday, it is evident that dividend , 
policy should not be equally care-free. This point is 
of importance, as the directors in submitting the 
scheme to the proprietors may give some indication 
of the dividend on equity capital which they hope to 
pay for a period following reconstruction. E 

In framing the assets and liabilities valuation, the 
accountant may have the support of expert valuers. 
It may be found that a writing-down of fixed assets 
to the levels recommended ‘still leaves a net asset 
position which the maintainable revenue does not 
adequately cover; Further reduction may be accepted 
on the recommendation of the accountant. ‘This 
question cannot, however, be finally judged in isola- 
tion from the capital structure. If the existing struc- : 
ture contains preference and equity capital, both 
calling for reduction, the total amount to be written 
off the fixed assets may be influenced, within limits, 
by the equitable rights present and future of the two 
classes of shareholders. If there is only one class of 
capital, the precise amount of the writing-down is of 
less importance since an under- or over-valuation of 
assets will affect all shareholders equally. 

The final step in preparing the reconstruction 
scheme is the spread of the total reduction. Here 
again the accountant will be asked for views or com- 
ments. He may also be asked to tabulate appropria- 
tions of profits at various levels for several possible 
schemes of reconstruction. These tables can be most 
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illuminating in demonstrating the comparative fair- 
ness .of different proposals. at different. levels of 
prosperity. One feels that some reconstruction 
schemes, involving a reduction of preference capital, 
get into print without facing an accounting search- 
light. It is fair to say, however, that there is now 
widespread recognition of the need to give preference 
shareholders, who suffer a reduction, some share 
in the equity capital as a means of compensation 
should prosperity come again to the company. 


VI. AMALGAMATION 


This is a wide field and clearly the subject which we 
are discussing was not intended to cover the many 
and varied activities of accountants in advising on 
merger schemes. It will be necessary to limit this 
discussion to a general outline of accounting require- 
ments and to the development of one or two par- 
ticular matters selected on grounds of interest rather 
than of importance. 

An issue of capital will be made in every holding 
company scheme and in every complete amalgama- 
tion scheme unless the purchasing company has 
existing cash resources sufficient to finance the merger 
transactions. Ín the case of'a partial merging of 
interests such as the formation of a central selling 
company there will also be an issue of capital. 

The issue of capital will involve two-way valua- 
tions of shares (and possibly debentures) if there is 
to be an exchange of shares or stock between two or 
more operating companies. A one-way valuation 
meets cases where settlement is in cash or by the 
issue of capital at par in a newly-formed company. 
It is probable that several accountants will have a 
hand in the valuations. There may well be an account- 
ant acting for each of the merging units and also.an 
independent accountant who will have the final word 
in recommending comparative or absolute valuations 
of all blocks of capital throughout the proposed 
group. The primary task of the independent account- 
ant is to establish consistent methods of valuation 
and ascertainment which may fairly be applied to all 
units. He is likely to have the support of independent 
valuers for fixed assets and perhaps for stocks, who 
will also apply consistent methods of valuation. The 
final stage in the valuations will be the computation 
of goodwills (or ‘badwill’) and on this question the 
independent accountant has to satisfy his accountant 
associates not only that he is consistent but also that 
he is producing results which individually and in 
aggregate avoid distortions. z 

"These. valuations of capital will probably be the 
main accounting activity in a holding company or 
complete amalgamation scheme. There may, how- 
ever, also be scope for accounting advice in determin- 
ing the best method of amalgamation. In many cases, 
of course, the attitude of the board of directors is 
the overriding factor and the form of merger is 
virtually settled in the early negotiations. If method 
is an open. question, then factors such as taxation, 
security cover for existing loans and debentures, 
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and redemption dates of prior capital may point to 
one type of scheme in preference to another. - 

On occasion accountants may be asked to express 
the money value of economies and savings which 
may be expected to result from reorganization made 
possible by a merger. A tabulated statement of 
estimated savings may even be used to promote or 
sell the scheme to diffident or sceptical adherents! 
While such calculations provide an interesting exer- 
cise, the finished product may have to be enshrined 
in reservations. 

One particular matter of special interest which 
arises in valuations of two or more operating units 
is the liberality or otherwise of goodwill assessments. 
This question may be much in the foreground in cases 
where little or no cash will pass and where the 
transaction is essentially an exchange of paper. In 
favour of liberal valuations is the psychological 
factor of boosting somewhat the value of each block 
of equity capital. A generous but not unreasonable 
valuation may prove to be a mild tonic for accept- 
ance. On the other hand liberal valuations will reduce 
the percentage yield shown by the expected main- 
tainable revenue, and increase the money cost of 
each unit rate of future dividend. Moreover, a liberal 
valuation may not act fairly as between one company 
and another. Goodwill may be a negligible asset in 
one company and a major asset in another. Any 
deliberate upward valuation may then distort the 
true relationship of two such companies. 

Another matter of interest, perhaps more financial 
than accounting, is the sectirity standing of different 
blocks of capital before and after the merger. A 
proposal involving acceptance of shares or stock in a 
company having two or more classes of capital may 
raise this issue. The ingoing shareholders will con- 
trast their standing before merger with their position 
after merger. Ingoing preference holders will assess 
the change in asset and dividend covers. Ingoing 
ordinary shareholders will assess the burden of prior 
rights, old against new. If prior capital in proposed 
subsidiary companies is to be left with present 
holders, it is likely that the parent company will 
give some guarantee as to future dividends. The 
parent company members in turn will assess the 
weight of the guarantee against the additional profits 
likely to flow from the acquisition. 


VII. CONVERSION OF PRIVATE BUSINESS 


Nowadays these conversions are not often large- 
scale affairs. Most personal businesses are driven into 
a corporate state by the vicious effect of sur-tax when 
profits become sizeable for each partner. Apart from 
the professions which are compulsorily exposed to 
the full blast of taxation, there is a marginal point 
beyond which.it no longer pays to conduct one's 
business on a personal or partnership basis. Here is 
the first opportunity for accounting advice in this 
field. Rapidly changing tax laws have complicated 
this assessment in recent years. Át present partners 
are exposed to income-tax and sur-tax on total. 
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earnings but are free from -profits tax, whereas a 
limited company as a: corporate body is liable to 
income-tax and profits tax..Part of the profits tax is 
contingent on distribution and this element has been 
increased twice in four years. Moreover, in certain 
circumstances the limited company itself may be 
liable for sur-tax in lieu of profits tax. Accordingly 
the simple question, ‘at what point in the earnings 
scale does it pay to convert?’ no longer has a single 
simple.answer. It is dependent on proprietors’ needs 
as reflected in distributions and even if this hypothesis 
is established, the answer may only hold good until 
the next Finance Bill becomes. lawl. Fortunately, 
other considerations such as the advantage of limited 
liability and the chance of.creating a more permanent 
and more varied capital structure often outweigh the 
importance.of the tax factor. — . ZA : 

1. The accountant acting for а comparatively small 
private business is likely to be the.only professional 
adviser who has.the technical knowledge, allied with 
an understanding of the proprietors’ needs, to 
enable him to give the right advice at the right time: 
In. many cases the initiative must be taken by the 
accountant. It is. within his province not only to 
consider such matters as taxation benefits but also 
to..anticipate .difficulties or embarrassments which 
may arise if death or retiral should happen with а 
business structure ill-designed to -withstand such an 
event. ; TUE . 
One effect of high taxation (if expected to endure) 
is to reduce or even destroy the market value of good- 
will in the medium/small business. The cash value of 
goodwill has always been-dependent on the prospect 
of: recovering the price out of profits over a com- 
paratively short period of years. Nowadays the net 
profit, after meeting all taxation, may not even main- 
tain the volume of physical assets, quite apart from 
any redemption of goodwill. This loss of marketable 
goodwill makes it ail the more difficult to find the 
capital for a small family business to replace sums due 
to a deceased or retiring partner. In many cases the 
only solution lies in the formation of a limited 
company and a spreading of the shares (by sale or 
gift) over members of the family. The choice of 
capital structure: and -the spreading of shares will 
-have several objectives — to avoid a 50 per cent (ог 
greater) interest held by one person (in this country 
a 50 per cent interest in a company may increase the 
death duty burden by causing the deceased's interest 
in the company to be valued on the basis of the 
actual worth of the net assets of the company includ- 
ing goodwill); to have the balance of control in suit- 
able hands; to avoid a forced sale of shares to meet 
death duties. Clearly these objectives are most likely 
to be attained if there are timely anticipation of events 
and wise guidance by the accountant. 

, It is difficult to generalize further on questions of 
capital structure as this may well depend on the 
pattern of the family tree. One might say that a non- 
voting: preference share is often suitable for issue or 
transfer to members or branches of a family not 
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expected to be engaged in the management.of the 
business. Such preference shares might be redeem- 
able at the company's option, although this may 
raise a future difficulty since by law such shares can 
only be redeemed out of profits or out of the proceeds 
of a new issue of shares. An alternative is the issue 
of unsecured debentures. If these are redeemable at 
the company's option, the legal restriction on redemp- 
tion does not arise. Against that the creation of.a 
debt may impair the credit standing: of the company. 
The former partners, if still actively engaged in the 
business, will usually retain the bulk .of the equity 
capital whilst always trying to avoid individual 
control. If there are two equal partners, the danger of 
an assets valuation on death may be avoided by 
allowing two entirely independent shareholders to 
come in as original subscribers for one share each, 
the former proprietors thereafter taking the balance 
of the issue equally. 

It will be evident from this brief discussion that 
taxation and death duties are the two compelling 
factors in this branch of the subject. The family 
business which contributed so much to our industrial 
and commercial development and strength is now 
disappearing from the medium-size class. As account- 
ants, we may slightly retard this process but only by 
applying an intimate and up-to-date knowledge of the 
tangles and twists of the revenue code. 


УШ. NEW COMPANY FOR NEW VENTURE 


The flow of capital into entirely new ventures is now 
confined to one or two types of channels. It comes 
mainly from established companies who branch out 
into a new activity and form a new company to 
handle the business. The new company may be a 
wholly-owned subsidiary or there may be associated 
ownership by two or more founders. The other type 
of channel flows from private individuals to a com- 
pany usually of modest proportions. Public invest- 
ment has for the time being virtually aisappeared. 
'The financial houses take little part in this move- 
ment .of capital except perhaps in cases where a 
foreign corporation of high standing wishes to estab- 
lish a plant in this country and desires to raise part 
of the capital here. 

. Accordingly, under present conditions, this is not 
an extensive branch of accounting practice. 

. The promoters of the new venture may require 
accounting assistance in building up estimates of 
capital requirements ~ particularly working capital. 
'The basic information will be supplied by the 
promoters or their technical experts. 'l'he estimated 
production, the cost of the various ingredients, the 
length of time each is immobilized, the stocks 
carried and the credit terms are factors in the com- 
putation. These factors may all have to be supplied 
while the accountant acts merely as a computer. 

A provisional budget may also be prepared. Much 
of the cost information used in the working capital 
estimate will be repeated in the budget statement. 
The effect of any proposed royalty, licence or com- 
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mission arrangements will also be incorporated. If 
the budget statement is likely to be used to attract 
capital to the venture, the accountant will ‘gang 
warily’ in any report he may give on the estimated 
results. 

The form. of capital structure may be an apen 
question on which the accountant is asked for siews 
or comments. If the promoters have a single common 
interest in the new venture, the new company need 
not have more than one class of share. Such a sruc- 
ture is perhaps the ideal for a new venture. It zives 
the maximum flexibility for future issues. It does 
not create any priorities which may prove to be awk- 
ward or restrictive at a later stage of development. 
The circumstances of the flotation may, of ceurse, 
make it impossible to start on the simplest of struc- 
tures. There may be interests behind the venture 
which are not identical. If it is a co-operative scheme 
between the owner of patent rights and the cwners 
of capital, the acceptable structure may involve two 
classes of equity shares, the owner of.the patent 
taking a major block of.deferred shares. If the 
promoters have to seek capital from private seurces, 
high-rated cumulative preference shares or Зеђец- 
tures plus a portion of equity may be the price 
which has to be paid to get the initial emount 
required, 

The existence of two classes of equity = eas 
preferred and deferred – is apt to give rise to axonflict 
of interest in the building of reserves. It is probable 
that sums set aside to reserve will primarily come 
out of the fund available for deferred dividends. 
Once established, however, the reserve will probably 
be a cover mainly for the preferred skares as 
strengthening both their capital -and dividend posi- 
tion for the future. It may not be possible to introduce 
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any condition into the terms of issue which will avoid 
this conflict, but the promoters should have in mind 
that a later simplification of equity structure may have 
to be faced to resolve this conflict and thus allow 
adequate reserves to be retained without prejudice 
to any one class of holder. : 


CONCLUSION. 


In dealing with a large subject in a single paper, it is 
not possible to combine breadth and depth. One or 
other of these dimensions must largely be sacrificed. 
The choice here has favoured a wide treatment and 
the aim throughout has been to cover the ground, 
take note of the contours and landmarks, and point 
to. some of the areas where a more detailed explora- 
tion has not been possible. This broad survey does, 
however, enable one to draw certain conclusions as 
to the qualifications and qualities required of those 
who work in this accounting territory. Its varied 
nature calls for experience and sound judgment more 
than highly specialized knowledge. There may be 
need for the specialist in particular questions such 
as taxation; there is continuous need for a'common- 
sense application of accounting knowledge to the 
facts and circumstances of each case. There is also 
need for wider knowledge – of business, of finance 
and of some branches of law. We need that know- 
ledge to meet the cases where we occupy.a central 
position as investigator and adviser and where we may 


‘have a major influence on the size and shape of the 


capital issue. These opportunities come to us because 
we are accountants, but the degree of our success 
may depend on the extent to which we have grown and 
developed beyond our original technical qualification. 


(Concluded.) 


WEEKLY NOTES 


` ‘The Institute’s Sixth Summer Coarse 


The sixth summer course of the Institute of Chartered 
Accountants in England and Wales was held at Christ 
Church, Oxford, from September 12th to 17th. An 
occupational analysis of the 168 members who 
‘attended showed that 109 were in practice, 41 were 
with public accountants, and 18 in other occupations. 
The Summer Course Committee was agun under 
the chairmanship of Mr D. V. House, F.c.a., and he 
and his colleagues are to be congratulated cn another 
most successful course. 

Details of the speakers and their sub,ects were 
given in our last issue. 

Last Saturday the President of the Institute, Mr 
T. B. Robson, M.B.E., M.A., Е.С.А., presided over the 
guest night dinner in Hall. Among the guests were 
Sir Maurice Bowra, M.A., D.LITT. (Vice-Czancellor of 
Oxford University); The Very Reverend J. Lowe, M.A. 
(Dean of Christ Church); Lieut.-Col. D. V. Hill, МА. 
- (Steward of Christ Church), Messrs H. H. Keen, M.A., 


F.C.A. (Secretary to the Curators. of the University. 


Chest); J. N. L. Myres, M.A. (Bodley's Librarian); 
К. W. Bankes, C.B.E., B.A. (former Secretary of the 
Institute). 

We have pleasure in presenting as a supplement to 
this issue a photograph of some personalities who 
attended the course. 


Staveley Share Valuation 

The compensation value of the eight million ordinary 
shares of the Staveley Iron & Chemical Co, acquired 
by the Iron & Steel Corporation of Great Britain on 
February 15th, 1951, has been fixed by the Iron and 
Steel Arbitration Tribunal at 20: 6d each. This 
decision, made public on Tuesday, involves a total 
payment of {8,200,000 as against £8,750,000 
(215 103d per share) sought by the stockholders’ 

representative and £5,100,000 (125 94 per share) 
offered by the Ministry of Supply. The amount of 
British Iron and Steel Compensation Stock to be 
issued to the former shareholders, the Staveley Coal’ 
& Iron Co, will be intimated later, 
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At the original hearing in July, at the end of which 
the tribunal announced that its award would be 
reserved, evidence was given on behalf of the com- 
pany by Mr H. A. Benson, С.В.Е., F.C.A., a partner in 
the firm of Cooper Brothers & Co, and for the 
Ministry of Supply by Mr Duncan McKellar, 0.B.E., 
С.А., a partner in the firm of Thomson, McLintock 
& Co. 

The case was the only one to come before the 
tribunal, the compensation values of the 145 securities 
of the other ninety-one companies acquired by the 
Corporation being settled by direct negotiation. ' 


External Trade in August 


According to the official preliminary trade figures for 
last month, August was a quiet month for both 
imports and exports. It was also noticeably quieter 
than the same month a year ago. Exports including 
re-exports were valued at £18 9-7 million compared 
with £220°8 million in July. Imports were £263-4 
million against {290 million the month before. In 
consequence, the adverse balance, valued on the usual 
conventional basis, was up slightly - from £69-2 
million to £73°7 million. T he cumulative adverse 
balance for the year so far is £611:9 million compared 
with £806°6 million in 1951. 

So far as August was concerned, the export trade 
with the dollar area showed a decline in line with the 
fall in total exports. It is also worth pointing out that 


there is now some evidence of a deceleration in the- 


trend of exports, for August was the second month in 
succession that the daily. rate of export showed a 
decline. Figures such as these provide a rather 
incongruous background to the current mood of 
optimism in some quarters. 


Ridley Report on Fuel 


There is now a voluminous and controversial 
literature on the subject of the efficient use of fuel 
and the need or otherwise of a national fuel policy. 
The report of the Committee on National Policy for 
the Use of Fuel and Power Resources which was 
issued last week (Cmd. 8647, price 6s 6d) steers a 
valuable course through this maze, offers an objective 
appraisal of the issues, brings a good deal of common 
, Sense to bear in its analysis and offers several general, 
and forty specific, recommendations. 


Dealing with the coal situation, the committee 
considers that the shortage is obscured by rationing, 
allocations and price controls. It also emphasizes the 
loss to the country in the small volume of exports. 
Fuel, it considers, is being wasted but there has not 
been agreement on the merits of an increase in price 
to act as a deterrent. Half the committee would have 
an excise of Хт a ton added to the price to this end, 
but the other half rejects this solution. 

'There is more agreement on the measures which 
might be adopted to improve the use of fuel. Domestic 
economy should be furthered by greater use of 
modern coal-saving grates and industry should be 
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given a fuel advisory service. 'The committee is of 
the opinion, however, that the question of the 
balance between different fuels and the waste of 
coal and capital resources involved is often over- 
emphasized. 

On the issue of gas versus electricity, the com- 
mittee considers that competition between the two 
should be sustained and encouraged, although there 
should be a revision of prices to keep them more in 
line with costs, and consumers should receive an 
adequate information service on the merits of each in 
different uses. It recommends drastic electricity 
tariff changes to differentiate between charges at peak 
and off-peak hours. The use of high-grade coal by 
the railways at existing low efficiencies should come 
to an end. 

Apart from the specific recommendations the com- 
mittee considers that there should be a joint planning 
board for the industries concerned, on which fuel 
policy should be concerted with the assistance of the 
Minister. It would also have an expert tariffs advisory 
committee to help the Minister in his general control 
of fuel pricing policy. . 


Fall in Materials Prices Continues 


During August the prices of materials for industry 
fell to a lower level than they have touched for two 
years. The Board of Trade index stood at 1574 last 
month (June 30th, 1949, being the base period) 
which represents a decline of 1-9 points on the month. 
Since March 1951 the index has fallen from a peak 
level of 2204. 

Among the principal commodities, raw cotton, 
jute and sisal were lower and certain non-ferrous 
metals such as copper, lead, zinc and tin registered 


. declines. Since the end of the month there has been a 


recovery in the price of lead, but on the other hand 
the price of industrial alcohol has been cut. This last 
change is of particular interest since the cut has been 
made in anticipation of a fall in the price of molasses, 
its main constituent, not after the fall has taken 
place. 

Industrial alcohol is used in a very large number 
of industrial processes today and is by way of being 
something of an index of general industrial activity 
in its own right. During August there was no change 
in the prices of synthetic resins, plastic materials, and 
general chemicals, but it would seem that this 
stability may not have been maintained this month 
unless there has been a' sudden recovery in 
demand. 

An upsurge in the demand for textiles which now 
seems to be under way might alter the picture for 
quite a large range of materials, but it is noticeable 
at the moment that even certain materials which are 
in demand throughout the engineering industry and 
which have been notably stable of late while other 
prices have eased, were slightly less firm last month. 
There is certainly an easing of prices going on all 
round and the retail price ideti is at last beginning 
to reflect the trend. ` А 
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out to get some.” But, of course, anything that aids office 
efficiency is a matter for high level decision. Office efficiency is 
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paper, it’s best to 
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but tha, 
suggestion of 


uf -— Rd 
yours is progres?" 


Protested the. chairman to the chief accountant. 


"What’s going to happen to our accounting routine of hard 
labour punctuated by panic handed down by Grandfather? 
You're destroying a tradition". 'Not at all, sir. 
Issue an announcement that a new tradition will come into . 
force as soon as the new system is ready.' "A capital 
solution. Let's have those Powers-Samas machines 
installed, even if it takes the suffering out of work". 


There is a Powers-Samas System of accounting for every type of business 


POWERS-SAMAS 


Powers-Samas Accounting Machines (Sales) Limited. 


Powers-Samas House, Holborn Bars, London, ЕЈС • o o e e 
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FINANCE AND COMMERCE 


Through a period of uncertainty created by the 
engineering industry’s wage dispute, the gilt-edged 
market has remained remarkably firm. There has 
been a fair volume of small support, but the main 
force in the market has been, and still is, the switching 
operations by the ‘institutions’ and other powerful 
operators from short into longer dated issues. 


Profits Tax Point 
This week’s reprint gives the accounts of Blakey’s Boot 
Protectors Ltd whose business, which began with 
‘blakeys’ for footwear, now includes a wide range of 
malleable castings, pipe fittings, etc. 

With these accounts, Mr T. Whitham, the cbair- 
man, raises a point that has developed from the two- 
way system of taxing profits according to use, 
distributed or undistributed. One school of thought 
maintains that profits, for the purpose of profits tax 
provision, should be regarded as distributed in full. 

Mr Whitham, however, says that 'profits which, 
apart from an alteration in the law, сап never be made 
available for distribution are of very limited value to 
the stockholders and it is only after making provision 
for the contingent liability for profits tax non- 
distribution relief that the profit and loss account 
fulfils its principal function of disclosing the profit 
available for distribution subject to the financial 
requirements of the business’. 


Stock Values 

Mr Whitham, in his next paragraph, draws attention 
to the valuation of the company's stock-in-trade. 
Policy for many years has been to value materials at 
the lower of cost or market value and work in 
progress and manufactured goods, of which, he says, 
it is necessary to have substantial quantities in the 
‘pipe-line’, at constant prices ‘in accordance with the 
base stock method of valuation which the Board of 
Inland Revenue in a memorandum dated August 
I917 recognized in appropriate circumstances’. 

Negotiations on this point, Mr Whitham con- 
tinues, are being conducted at the present time and 
‘it seéms possible that the Inland Revenue may con- 
tend that the work in progress and finished stocks 
should be revalued on some other basis and that the 
liability of the company for excess profits tax, profits 
tax and income-tax should be recomputed’. 

It is not possible at this stage to assess the value 
which might be placed on the stock but if the Inland 
Revenue is successful 'a substantial additional 
‘liability for taxation may arise which would be met 


out of the liquid resources of the company’. Further, . 


*the balance sheet value of stock would be increased 
by an even greater figure'. : 


" Murex 
With the issue of the accounts of Murex Ltd for the 
year to April 3oth last, the directors confirm their 
adherence to historical cost accounting principles. 


Expert opinion, the chairman points out, is divided 
on the nature and degree of the changes necessary in 
current accounting methods to reflect changes in 
wealth in terms of purchasing power. The effects of 
inflation, however, are recognized by the setting aside 
of substantial amounts from profits to reserves. 

How profits have been affected by rising prices is 
indicated in the directors” report. Consolidated profits 
before taxation for the year to April 30th, 1952, were 
£1,608,355 compared with £1,649,736 for the pre- 
vious year. In the year to April 1951, the report con- 
tinues, gross profits were over £900,000 more than 
for the preceeding year, the major part of the increase 
arising fortuitously on the turnover of stocks pur- 
chased at prices below cost of replacement. 

A stock appreciation continued in the earlier 
months of the year under review to the extent of 
nearly £50c,ooo. Disregarding this fortuitous ele- 
ment, there was, it is reported, a satisfactory increase 
in the tradirg profits of the year to April 1952. 

This company is among those which publish turn- 
over figures. Consolidated sales totalled £12,510,000 
compared with £9,730,000, the increase mainly 
reflecting the higher selling prices of tungsten products. 


Allied Ironfounders | 
Mr James Shaw, chairman: of Allied Ironfounders 
Ltd, which, among other things, makes the Aga cooker, 
deals closely in this year's statement with the question 
of depreciation. In recent years, he says, the charge 
has been computed on similar lines to taxation 
allowances, including the initial allowances on build- 
ings and plant. This had the advantage, he points 
out, of keeping depreciation in line with the allow- 
ances given for taxation and in a measure took account 
of the increasing value of the assets. The withdrawal 
of initial allowances, however, will make it necessary 
for the board to reconsider the basis of depreciation 
calculations for the year to March 1953. 

For this reason they have compiled a complete 
inventory of fixed assets showing original cost and 
current replacement values and it has been found that 
current cost would be about £6 million. The balance 
sheet figures amount to just over £ 1,800,000. 

While there is no question of replacement of assets 
en bloc, they do wear out, Mr Shaw says, and more 
important still, they often become obsolete. To meet 
the position, therefore, a further £500,000 has been 
appropriated to reserve for replacement of fixed assets, 
raising the reserve to £1} million. 


Money Market 
Applications for Treasury bills on September 12th 
totalled £308,915,000 and, maintaining the bid at 
£99 75 7d, the market obtained 8o per cent of require- 
ments. The average rate rose slightly to £2 9s 8-61d 
per cent. This week's offer is for £260 million against 
corresponding maturities of £250 million. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Development Values and Taxation 


Sir, — Referring to the letter from ‘Contentious’ in 
your issue dated August 30th, the general effect of 
the 'Town and Country Planning Act, 1947, was to 
take away from owners of land their right to develop 
it; and this right was lost on July 1st, 1948. As the 
law stands at present, compensation plus interest for 
the loss then suffered is receivable in 1953, and 
according to the circumstances of each case, it may 
be greater or less than the amount of the loss. 

Where land is held as stock-in-trade, it is possible 
that the loss suffered in 1948 was allowed as a deduc- 
tion in computing trading profits, on the under- 
standing that the compensation will be brought in as 
- an item of profit in due course. This treatment is 
described by the Inland Revenue as the ‘normal 
basis’. 

As an alternative to the normal basis, however, in 
one case where the 1948 loss exceeded £60,000, I 
was offered an option which amounted to postponing 
dealing with the loss for tax purposes until such time 
as the scheme for payment of compensation is 
approved, and then of setting the loss off against the 
profit. The adoption of this second method would 
avoid – to use the Inspector's words- the ‘serious 
disturbance of the flow of profits as computed for 
tax purposes’ which results from the application of 
the normal basis, but unless the option was exercised 
immediately, I was told, the normal basis would be 
followed. 

At that time the normal basis appeared to be 
appropriate and there were no thoughts of excess 
profits levy, but since the introduction of the levy, 
the matter becomes a most important one, as a simple 
example will show. 


Assume that a land trading company with 
accounts prepared to June 3oth each year has 
constant taxable profits of £100,000 p.a. except 
that on July 155, 1948, development rights valued 
at £50,000 were lost and that the compensation 
receivable on, say, June 3oth, 1953, is also agreed 
at £50,000. 

If the optional treatment is applied, standard 
profits and subsequent profits remain at £100,000 
p.a. and no liability to excess profits levy arises. 
On the normal basis, however, the standard profits 
(1947 and 1949) would be £87,500 and there would 
be apparent excess profits of £6,250 to June 3oth, 
1952, £62,500 to June 30th, 1953, and £12,500 p.a. 
thereafter. 


I have recently discussed the position with the 
Inspector but he will not agree at the midment that 
the Ninth Schedule, No. 10, Finance Act, 1952, 
has the effect for excess profits levy purposes only, 
of achieving the set-off previously offered for income- 
tax and profits tax purposes. He did intimate 


(verbally), however, that it might be possible to reopen 
assessments for the past few years, and to give 
effect to the alternative basis which has so far not 
been adopted. 

. Incidentally, I think there is quite a chance that 
the scheme for payment of compensation may be 
materially altered, and if this is so, the inequalities 


'may disappear. 


Yours faithfully, 


London, W8. A. B. SUGDEN. 


Fluctuating Price Levels 


Sir, — I was greatly interested in the Congress paper 
by Professor Wimble of South Africa on ‘Fluctuating 
price levels’, reprinted in your issue of August 16th, 
but although ‘conversion accounting’, dealing as it 
does both with rising and also falling price levels, is 
the only sane (and therefore the inevitable) solution, 
there are three points of detail - two major and опе 
minor — which arise from his example. 

Firstly, having pointed out in his narrative that 
we can convert either into a stable ‘pre-inflation’ 
currency or else into present-day currency (with a 
preference for the latter to which I think most of us 
will subscribe), it appears that his example does not 
then follow this through. His ‘pre-inflation’ conver- 
‘sion rightly takes everything down to a base of 100; 
but his ‘present-day’ conversions appear to be into 
two separate currencies - his revenue items into 
‘mid-year’ £s and his balance sheet items into 
‘year-end’ £s. 

Surely all the ‘present-day’ conversions, both 
revenue and capital alike, should be to a base of 
140 — the 'present-day' index-figure, just as 100 is 
the ‘pre-inflation’ index? The £6,000 which we spent 
on our fixed assets at a base of roo now rightly 
appears at [8,400 present-day currency; but so, our 
£3,000 expenses, incurred on the average base of 
120, represents £3,500 present-day currency. So 
with our purchases: so with our sales: so with all 
the other revenue items —just as we do with our 
foreign exchange. Agreed, the revenue items took 
place in 'year-average' £s, just as our capital and 
fixed assets arose in 'pre-inflation' £s; but the whole 
object of the whole exercise is to convert everything 
into ‘present-day fs. And conversion on this basis, 
you will find, will lead to a 'loss on inflation' figure 
at the end of the trial balance of £1,154 instead of 
£956. Which is just what it ought to be, for £1,154 
present-day currency represents £824 pre-inflation 
currency at 140:100. Whether we express our 
accounts all-in one £ or all in another should make 
no difference whatsoever to any of the relative values — - 
what we require is one homogeneous £, and a hybrid 
account can only lead to further trouble. The final 
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answers in the third group of columns must, all of 
them, come exactly to 140/1ooths of their opposite 
numbers in the second group; then and then alone 
can we claim to have ironed the fluctuations and the 
fickleness out of the £, and avoid the suspicions of 
the puzzled layman who, on. Professor Wimble’s 
basis, sees ‘closing stock’ at £5,308 in the trading 
account and at £6,192 in the balance sheet. 

My second point may be more one of opinion, 
but it stems from the first. Having reached the 
appropriation account, why should it be necessary 
to show a ‘loss on inflation’ if we talk in terms of pre- 
inflation £s, but a ‘profit on inflation’ if we talk in 
present-day fs? Agreed, we have written up our 
capital and reserves by £4,400, just as we’ve written 
up our fixed assets – but we've also altered nearly 
every other figure in the trial balance, and we haven't 
shown any of those transfers separately. To the 
professional accountant it may be a nice point about 
which to argue; but surely the layman will feel less 
confused if we merely put in the net figure, just as 
we did in our pre-inflation conversion — the figure 
shown in the trial balance? Again, its a question of 
the group 1 accounts being merely 100/14oths 
throughout of group 2 – but the mere selection of 
which £ we adopt should not make the wording of 
the accounts themselves change from ‘loss’ to ‘profit’. 
If it does, then up goes the old cry of ‘figures can 
prove anything’ — and straightaway we destroy both 
confidence and that very objectivity we seek. 

And lastly, the minor point. If at the end of the 
year we set up a provision for taxation as given in 
the example of £1,000, this creates a liability of 
£1,000 іп end-year fs. Had we paid £1,000 in cash 
spread over the year (and thus properly considered 
in year-average £s), I could see the argument for 
converting the appropriation account debit at 
120 : 140; but as it 1s, surely end-year transfers and 
provisions must go through at year-end ratios? If 
they do not, we get the anomaly in the example's 
pre-inflation conversion of it costing profit and loss 
£833 to set up a balance sheet provision of £714. 

These, sir, are points of procedure; and I should 
like to make it very clear that the principle of con- 
version accounting finds no enemy in me ~ I'm only 
too delighted to see its advocacy reach the stature 
of a paper at the International Congress. And let it 


be hoped that in the coming inter-accountancy-body 


discussions it will receive the consideration, approba- 
tion, and universal recommendation which ultimately 
it must receive. 
I am, Sir, 
Yours faithfully, 
Bournemouth. JEFFERY ENGLISH. 


[Professor B. J. S. Wimble writes: It is, in my opinion, 
a debatable point whether the profit and loss account 
should be converted to the currency of the end of the 
year or whether it should be stated in the currency of 
the year to which it relates. One of the reasons why 1 
prefer the latter alternative is that it enables important 
figures, such as sales, to be stated at their face values. 
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Your correspondent can make things easier for the 
‘puzzled layman’ by omitting the closing stock from 
the trading account and showing only the cost of stock 
sold. Е 

The reason I prefer ће method of showing a profit 
on inflation in the present-day currency accounts is 
that it is, in my opinion, essential to explain any 
changes in the shareholders’ interest. 

It is, I think, a matter of opinion whether one should 
regard taxation as accruing from day to day throughout 
the year or whether one should regard it as accruing 
only on the Jast day of the financial year. The fact that 
profits, on which taxation is based, accrue over the 
whole year is an argument in favour of adopting the 
first alternative.] 


Bank Interest and Charges 


Sir, - In his letter in your issue of August 16th, 
‘B? writes in defence of the charges made by bankers 
and seeks to show the low cost to the customer of the 
service rendered. 

The following figures seem to indicate, however, 
that the small customer has to ргу dearly for the 
convenience of a banking account. The particulars 
relate to an account at a provincial branch bank for 
the year ended June 30th, 1952: 


Number of cheques drawn, 70 (totalling £541). 
Number of lodgments, 22 (comprising 23 cheques 
totalling £609). ME 
One payment of £3 under standing banker's order. 
Bank service charge £2 105 od. 
Average daily balance £198. 
Minimum balance £159. 
The customer receives statements by post once 
a quarter and has facilities for cashing cheques at 
one branch other than that at which the account 
is kept. | 
The sole advantage of maintaining the account is 
to be able to draw cheques, otherwise it could be 
kept free at the post office savings bank (and would, 
in fact, earn interest of about £4). Therefore the 
charges can be expressed fairly as 844 per cheque 
drawn. If the stamp duty be added to this the cost 
to the customer is 1044. I wonder, too, how many 
of your readers have realized what an expensive 
business it is to remit money or to withdraw their 
own funds from the bank. . 
Yours faithfully, 
COST-CONSCIOUS. 


4 


Share Registration: Change of Address 


Sm, - I recently advised, on a printed addressed 
card, a number of well-known companies to change 
my address in their share registers and I was sur- 
prised to receive a variety of acknowledgments, viz.: 
(a) Some accepted without any formal acknow- 
ledgment. 
(6) Others accepted but replied both to the old and 
new addresses. 4» 
(c) Others refused to register the change until I 
had completed their standard 'change of. 
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address’ form, upon which my signature was Anderson’s example but setting. out appropriate 


required to be witnessed. 


Although companies have evolved their own pro- 
cedure, what. legal obligation is there to confirm a 


' change of address? How could a simple acknowledg- 


ment ever be proved? Except where mentioned in 
the Companies Act, 1948, share registration is based- 
upon common law. In view, however, of the many 
anomalies of procedure interpretation is there not a 
need for a separate statute? 
Yours faithfully, 
INTERESTED. 


Legal Expenses: Lease 


Sir, – I seem to remember reading somewhere that 
legal and similar expenses incurred in connexion with 
the acquisition of а lease are allowable as a deduction 
for Schedule D purposes if the negotiations for the 
lease prove abortive. 

Having a query on this point, I have referred to 


— several books, but can find nothing to support my 


. 


recollection. I shall be pleased if any of your readers 
can confirm whether my.memory is at fault or not. 
The argument is, of course, that ‘disallowable’ 
legal expenses refer to those incurred in acquiring 
a capital asset; and that where negotiations prove 
abortive, obviously no capital asset has been acquired 


_ ~ therefore the expenses should be allowed as trading 


expenses. Presumably, a similar argument could be 
used in connexion with the sale of a capital asset, if 


abortive. - Yours faithfully, 
. HOPEFUL. 


Ingenious Method of Multiplication | 


Sir, – I notice in your issue of September 13th that 
Mr A. W. Anderson, of Northern Rhodesia, gives an 
example of the method “of multiplying which is 
available for those who have not advanced beyond 
their twice-times table. 

' He and other readers of your paper may therefore 
be interested to refer to The Accountant of April oth, 
1932 (some twenty years ago), in the correspondence 


- columns.of which Mr-Edward C. Barfield provided 


an algebraic proof of this method and I myself con- 
tributed an original method of verification by 
utilizing the binary scale. 


Yours. D 
London, ИС. H. B. CAREY. 


Sm, -Your correspondent, Mr A. W. Anderson 
(issue September 13th), has brought out a very old 
method which apparently is still lingering i in out of 


the way places. ‘This method, known as ‘Duplation’, · 


was in common use in Europe for centuries, but was 
ousted by the much more satisfactory multiplication 
table which became popular along with arabic figures 


_ when Roman numerals went out. | | 
To make its application clearer, I quote Mr' 





figures in two columns: Equivalent to 
Multiplicand Multiplying by - 
Multiplier Used Unused Used - Unused 
213 ` 219 л 
106 (even) . 438 2 
53 876 4 
26 (even) 1,752 8 
13 3,504. 16 
6 (even) 7,008 32 
3 14,016 64 
I 28,032 128 
46,647 213 








You will see that the constant doubling is equiva- 
lent to multiplying by 1, 2, 4, 8, 16, etc., and that thé 
items chosen to be added are equivalent to a total 
multiplication by 213. The halving of the multiplier, 
ignoring halves, and striking out even numbers is a 
‘rule of thumb’ method which picks out the items 
to add up. If you wish to test it, try multiplying 219 
as above by 128 and then by 127, which should make 
it quite clear. Yours faithfully, 

| Е. LORD, 
York. GANSOLITE LTD. 


Paid to Borrow 


‘Sir, – The illustration by Mr Halford W. L. Reddish 


F.C.A., chairman of the Rugby Portland Cement Co 


Те, of the fact that his company will be better off to 


the extent of £3,000 a year because of its borrowing 
of £1 million 4$ per cent Unsecured Loan Stock is 
extremely interesting. (See The Accountant, Septem- 
ber 6th, at page 275.) It seems that a benefit accrues 
to all companies liable to excess profits levy at the 
30 per cent rate which borrow money at a rate of less 
than 6 per cent. The following table illustrates this. 

Thus if a company can only borrow enough money 
at a rate under 6 per cent it need pur no excess profits 


le 
PERCENTAGES OF CAPITAL SUM BORROWED 
Annual reductions from gross interest payable 


Rate at Gross X.P.L. saved ; 
which nt Tace Profits E.P.L. because of Net 
топ. pay ‘increased standard - annual ^ 
borrowed anual а, 51 3095 ps. of 1% du result 
+ 5 ^4 у gos. Gain гл 
I 1 8 r2 Gain ro 
ib rg r2 r2. Gain, ‘9 
2 2 1:6 I'2 Gain  :8 
2% 25 2'0 1'2 Gain 7 
3 3 24 r2: Gain :6 
| 34 35 2:8 I'2 Gain’ +5 
4 4 32 r2 Gain' 4 
4$ 45 7 3:6 га | Gain 3 
5 5. 4o r2 Gain . :2 
5$ 555 44 12 Gain .'1 
.6 6 4:8 I2 . — . 
7 > 5'2 r2. Net Cost ‘т 


5:6 r2 Мег Cost -2 

1 would seem ‘that these calculations and obser- 
vations apply to the net rates of interest where a 
company borrows money and re-lends it. Section 40 
of the Finance Act, 1952. incréases thé standard - 
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profits of a company by 4 per cent of sums borrowed 
but there is no deduction from the standard profits in 
respect of money lent. The accompanying table can 
thus be read with ‘rate at which money borrowed’, 
altered to read ‘rate at which money borrowed less 
rate at which money lent’. 

Shall we therefore have the spectacle of companies 
furiously lending money to each other to avoid excess 
profits levy? 

Is there some fallacy in these arguments? Or have 
the Chancellor of the Exchequer and his advisers 
slipped up badly? 
Yours faithfully, 

Dulwich, SE21. DEREK E. COX. 


[The avowed intention of the provision is to allow, for 
excess profits levy purposes, 4 per cent more than the 
interest on borrowed money actually paid. It is roughly 
similar to the old excess profits tax provision under 
which interest on borrowed money was disallowed, but 
the standard was increased by 8 per cent of the average 
borrowed money. A limitation which does not now 
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apply was the exclusion of surplus cash from the com- 
putation of capital employed. However, there are 
limitations which do apply. In the first place, the anti- 
avoidance provisions of Section 32, Finance Act, 1951, 
as amended by Section 69 of the Finance Act, 1952, 
would apply to the borrowing of money if its main 
purposes, or one of its main purposes, was the avoid- 
ance or reduction of excess profits levy, profits tax or 
both. Secondly, interest on: borrowed money is not 
deductible, for excess profits levy purposes, beyond 
what is reasonable and necessary having regard to the 
requirements of the trade (Finance Act, 1952, Ninth 
Schedule, paragraph 8). ~ Editor.] 


Retail Confectionery and Tobacco Business: 

Valuation for Sale 
Sir, - May I inquire, through your valuable columns, 
what would be the usual and normal basis for the 
purposes of the valuation for sale of a retail con- 
fectionery end tobacco business? - 

: Yours faithfully, 
PERPLEXED. 


CURRENT LAW 


Sale of Goods: Mercantile Agent 


To obtain immediate possession of a Standard motor 
саг, G. paid fio in cash, gave his cheque for the 
balance of £700, and left his Hillman car as security. 
He undertook not to sell the Standard until the cheque 
_ was cleared, when the property in it would pass. In 
fact he sold it to Du Jardin, who took it in good faith 
and without notice of G.’s defect of title. The 
plaintiff claimed the car, taken by the police in the 
meantime, and returned to the defendants, from the 
latter. . 

Sellers, J., held that G. had obtained the car, 
though by a trick, with the consent of the Gefendants 
within the meaning of Section 9 of the Factors Act, 
1889. The plaintiff, having taken in good faith and 
without notice, thus had a good title and could 
recover possession. (Du Jardin v. Beadman Bros Ltd 
(Law Times, June 20th, 1952).) 


Fraudulent Sale by Bailee: Title 

In Jerome v. Bentley & Co (Solicitors Journal, 
July 19th, 1952) Jerome had entrusted a ring to one T. 
for sale on the understanding that he could keep any- 
thing received over £350, but should return the ring 
at the end of a week if unsold. After the expiration of 
this time T. sold the ring to the defendants, who 
bought in good faith. Ormerod, J., held that T. was 
not Jerome's agent at all. T. had converted the ring 
and had no title to pass. Jerome had in no way mis- 
led the defendants, who were thus liable, as no title 
passed to them. | 


Rule in Shelley’s Case 


A testator left freehold properties to the use of. his 
son W. during his life with remainder to the use of 
his first and other sons successively according to 


seniority in tail male, with remainders over. W. con- 
tended that this last phrase imported the whole 
succession of his male inheritable blood and embraced 
the whole line of the heirs male of his body, and that 
thus the rule in Shelley's case applied and he claimed 
to be in possession as tenant in tail male. 

Roxburgh, J., held that Shelley’s case did not 
apply and that W. took only an estate for life. An 
expression was not necessarily to be construed as 
including the whole line of succession capable of 
inheriting or importing the whole succession of 
inheritable blood, simply because the designated 
individuals were in fact the whole line. The will, 
properly construed, meant that the sons were to 
take as purchasers and the words devising estates 
tail did not delimit the estate of W. (Williams's Will 
Trusts; Pitts-Tucker and Another v. Williams and 
Another (Lew Times, August 15th, 1952).) 


Surrender of Joint Rights by one Joint 

- Tenant 

The Leek & Moorlands Building Society claimed 
possession, as mortgagees, of property held as joint 
tenants by a husband and wife. In 1950 the husband 
contracted to buy the property from the landlords 
subject to the existing tenancy. In 1951 he contracted 
to sell to C., who mortgaged the property to the 
Society. The wife had no knowledge of the sale or 
the mortgage and she did not consent to the termina- 
tion of the joint tenancy. 

The Court of Appeal held that a joint tenant was 
not competent to terminate the tenancy, so that the 
sale did not end it. As against the husband and wife, 
therefore, the plaintiff society were not entitled to 
possession. (Leek & Moorlands Building Society v. 
Clarke and Others (Law Journal, August 15th, 1952).) 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


The following is’a list of Associates elected to Fellow- 
ship and applicants admitted to membership at the 
Council meeting held on September 3rd, 1952, who 
completed their Fellowship or Membership before 
September 16th, 1952. 


Associates elected Fellows 


Boyce, Charles John Kirby; 1940, A.C.A.; (Thurlow, Boyce 
& Co), 1 and 2 Holy Trinity ‘Churchyard, High Street, 
Guildford. 

Finch, Gilbert; 1947, A.C.A.; (Graves, Goddard & Horton- 
Stephens), 7 Pavilion Parade, Brighton, 1, and at Hay- 


wards Heath, 
Lovatt, Bruce; 1945, A.C.A.; (*Mills, Lovatt & Co), 13 New 
; Street, Leicester. 
MacFarlane, Tom Alistair, в.А.; 1936, A.C.A.; (Blease & 
Sons), 223 India Buildings, Water Street, Liverpool, 2, 


and at London. 
Wells, John Austin; 1942, A.C.A.; (*E. A. Shock & Co), 
1923, A.C.A; 


67-68 Jermyn Street, London, 571 
Woodman, Reginald Edward George; 
"Trelawney', Westfield Lane, St Leonards-on-Sea. 
Admitted as Associates 
(n Practice) 


Kirby, Michael James (Kirby & Co), Chester House, High 
Street, Coventry. 

Miskin, Edgar Percy, ‘Hillside’, 
London, N14. 

Smyth, Michael James (Norman J. Smyth & Co), 48-50 
North End, Cz oydon, Surrey. 


(Not i in Practice) 


Adams, Peter William, with *Finnie, Ross, Welch & Co, 
108A Cannon Street, London, EC4. 

Addyman, Clive Louis, with B. A. Smith & Son, Groveland 
House, Bow Lane, London, EC4. 

Alam, Foizul, B.coM., 141 Offord Road, London, Nr. 

Alton, James Derrick, with Alexander, Sagar & Co, 31 
Clarendon Road, Leeds, 2. 

Arnold, John Albert, with Brooks & Co, 58 Victoria Street, 
London, SWi. 

Askwith, Nelson Mark, with Thorne, Lancaster & Co, 1 
Draper’ s Gardens, "Throgmorton Avenue, London, EC. 

Auger, Peter George, B.COM., with Creasey, Son & 
Wickenden, 84 Chancery Lane, London, WC2. 


Baines, John Wilfrid, with Bland, Fielden & Co, 11 Sir 
Isaac's Walk, Colchester. 

Baines, Sidney, c/o T. E. Lowe & Co, 28 Waterloo Road, 
Wolverhampton. 

Barber, Martin Charles John, D.F.M., with Saker & Davis, 
Bedford Row House, 58 Theobalds Road, London, МС. 

Bardell, Geoffrey Thomas, with Thornton & Thornton, 
Union Chambers, 63 Temple Row, Birmingham, 2. 

Barker, Cyril Charles, with *Mann, Judd & Co, 8 
Frederick’s Place, Old Jewry, London, EC2. 

Batchelor, David Walter, with Amherst & Shapland, 10 
Holloway Street, Minehead, Somerset. 
Battersby, John William, with Viney, Price & Goodyear, 
Empire House, St Martin’s-le-Grand, London, ЕСт. 
Batting, Bryan John, with Kemp, Chatteris & Co, St 
Swithin’s House, 37 Walorook, London, EC4. 

Beal, John Malcolm, with *Lithgow, Nelson & Co, 413 
Lord Street, Southport. 

Bearman, Cyril Bernard, 139 North Circular Road, Palmers 
Green, London, N13. 


* placed againsc a Firm Name signifies that the Firm is not 
exclusively composed of members of the Institute. 


Arnos Grove, Southgate, 


Beddows, John Lawrence, c/o Baker & Co, 61 Bridge Street, 
Walsall. 

Beecroft, Kenner Stanley, with Nicholson, Beecroft & Co, 
5 Cheapside, London, EC2. 

Bellard, Derek, with S. Carr, 13-14 King's Head Buildings, 
Cloth Hall Street, Huddersfield. 

Benson, Donald Raymond, with Welch & Parkinson, 13 
Rumford Street, Liverpool, 2. 

Bernard, Thomas Mackenzie Firth, 2 Portland Avenue, 
Dovercourt, Essex. 

Beswetherick, Nigel Phillips, with W. H. Grigg & Perkins, 
Central Chambers, 8—16 Park Street, Bristol, 1. 

Bingham, Thomas Percy, with Broads, Paterson & Co, 1 
Copthall Close, Moorgate, London, ЕС2. 

Birchall, Wallace Sagar, with Lysons, Haworth & Sankey, 
71 King Street, Manchester, 2. 

Blackhall, Anthony Marcus, with. *Tansley Witt & Co, 
22-24 Ely Place, London, ЕСт. 

Blaikie, John Menzies, with J. S. Streets & Co, 9 Beaumont 
Fee, Lincoln. 

Blaxland, Richard Bryan, with Tribe, Clarke, Darton & 
Pollock, 62 High Street, Rochester, Kent. 

Blears, Kenneth Herbert, with Southerns & Carter, 14 
Lichfield Street, Wolverhampton. 

Boden, Roger Scott, with Е. W, Stephens & Co, Liverpool 
- House, 15 and 17 Eldon Street, London, EC2. 

Bolton, Roy Percy, with Wells-Smith, Jones & Co, 6 Fig- 
tree Lane, Sheffield, 1. 

Bone, Arthur Michael, with Larking & Larking, Orford 
Place, Norwich. . 

Bourne, Michael John, with *Thomas Bourne & Co, 
мена Вапк Chambers, High Street, Burton-on- 

rent. 

Bowers, Anthony Charles Harvey, with Bettson, Fielder & 
Co, 1-2 Great Winchester Street, London, ЕС2. 

Boyd, Anthony Morgan, в.сом., with *Eyton & Eyton, 
sug d Chambers, Westgate Road, Newcastle upon 
Tyne, 

Bradfield, "John Harvey, ‘Tummel’, 
Park, Northwood, Middlesex. 
Bramley, Donald Frank, with James Watson & Son, Lloyds 

Bank Chambers, Lowther Street, Carlisle. 

Brass, Ewart Birrell, with D. J. Brass, Scott & Co, Finsbury 
Chambers, 76 Finsbury Pavement, London, ЕС2. 

Brazier, Barry Raymond, with *Pearson, Blower & Co, 4 
Princess Street, Wolverhampton.  : 

Bristow, Stanley Richard, with Hogg, Bullimore & Co, 
91 Park Street, Park Lane, London, Wr. 

Brooks, David Read, B.A.(coM.), with Dearden, Gilliat & 
Co, Croxley House, 14 Lloyd Street, Manchester, 2 

Brown, Graham Joseph, with Edwin Bradshaw & 
3 Springfield Street, Warrington. 

Brown, William, with Sharp, Parsons & Co, Suffolk House, 
Laurence Pountney Hill, Cannon Street, London, EC4. 

Burgoyne, Jack, 412 Walmersley Road, Bury. 

Burrow, Thomas, with Turquand, Youngs & Co, 19 Cole- 
man Street, London, EC2. 

Burt, Robert. Eric, with Miller, Smith & Co, 17 Suffolk 
Street, Pall Mall, London, SW. 

Burton, "Dennis Harry, with *Bertram Kidson & Co, 17 
Waterloo Road, Wolverhampton. 

Bushby, Thomas Albert, with Farrow, Bersey, Gain, 
Vincent & Co, 53 New Broad Street, London, EC2. 

Butler, Bryan Gerald, 48 Sussex Place, Bristol, 2. 

Butterworth, Geoffrey, B.a.(com.), xı Mayfair Drive, 
Ashton-on-Mersey, Manchester. - 

Buy, Edwin Arthur, with Thornton & Thornton, Nuffield 
House, 41—46 Piccadilly, London, Wr. ` | 


Cairns, John Weatherston Squire, with Rowley, Pemberton 
& Co, Lloyds Building, 3-4 Lime Street, London, EC3. 
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Son, 
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Cakebread, David James, with Cotman, Hooper &. Co, 
10 Coleman Street, London, ЕС2. 
Carpenter, Raymond Ernest George, with E. Polak, 6 
Guildhall Chambers, Basinghall Street, London, EC2. 
Carrodus, Peter Stuart, with Hays, Akers & Hays, 1 Queen 
Victoria Street, London, EC4. 

Carter, Benjamin Clayton, with Frank Brown & Walford, 

Finkle Chambers, Finkle Street, Stockton-on-Tees. 

Cash, Hugh, with John Watson, Sons &- Whea:croft, 
Norfolk Chambers, 9 Norfolk Row, Sheffield, т. 

Castle, Kenneth John, with *Sharp, Castle & Hardwick, 
12 Catford Broadway, Catford, London, SE6. 

Catherall, Edward, with Walter ‘Conway & Co, 8-12 Old 
Bank Buildings, "Chester. р 

Cator, Francis, Woodbastwick Hall, Norwich. 

Cattell, John Harry, with C. J. Vane & King, 115-117 
Colmore Row, Birmingham, 3 

Cawser, George Owen, with ГЕМ Wortley & Sons, 8 
Paradise Square (P.O. Box 42), Sheffield, 1. . 

Clark, John Charles Travers, Ide Cottage, Ide Hill, 
-Sevenoaks. : 

Mu David Philip, with: C. B. Richmond & Co, 6 Brown 
Street, Manchester, 2: 

Clay, Kenneth John, with C. J. Lucking & Co, 34 Market 
Place, ‘Long Eaton, Derbyshire. 

Clayton, Quinton Donald, 56 Lenmore Avenue, Grays, 

ssex. 

Clover, Colin "Manning, with Ensor, Son & Goult, 30 
: Museum Street, Ipswich. · 

Clucas, Christopher John Forster, with * Cooper Brothers 
& Co, 14 George Street, Mansion House, London; EC4. 

" Coe, Peter Raymond, with Coe & Midgley, Martins Bank 

.: Chambers, Otley Street, Skipton. . 

Cohen, Michael Stanley, B.COM., with Banner, Spencer 

: Walker & Moors, Harley Buildings, 1i Oldhall Street, 
Liverpool, 3. 

Coppen, Peter William' Ernest, with Luckin & Sheldrake, 

. Waterloo Chambers, Waterloo Lane, Chelmsford. 

Cowan, Stanley Samuel, with Woolger, Hennell, Scott- 

. Mitchell &.Co, 165-167 Moorgate; London, EC2. 

Cowgill, Allan Robson, with “Dutton, Armstrong & Co, 
-Chancery Chambers, 55 Brown Street, Manchester, 2. 

Cox, Denys Ernest, with M. Owen (Morris Owen & Co), 
Victoria Chambers, Victoria Road, Swindon. 

Crawford, Nórman, with Nasmith, Coutts & Co, 78 King 
Street, Manchester, 2. . 

Crosby, Derek Richard George, with Clark, Son & Moyle, 
34 Museum Street, Ipswich. 

Curties, Ian Hamilton, 68 -Seaward Avenue; Southbourne, 
Bournemouth. 

Cutts, William Noel, with *Prior & Palmer, General Build- 
ings, Bridlesmith. Gate, Nottingham. 


ag ela Frank William, with ‘Callingham, Brown & Co, 

m lfour House, 119-125 Finsbury Pavement, London, 
2. 

Dalton, Ernest Wilson, with Thomas Bowden, Sons & 
Nephew, 42 Mosley Street, Newcastle upon Tyne, 1. 

Davey, Roy Carthew, with *Smith & Williamson, Cunard 
House, 88 Leadenhall Street, London, EC3. 

Davies, Geoffrey, with *Dutton, Armstrong & Co, Chan- 
cery Chambers, 55 Brown Street, Manchester, 2. 

Davies, Maurice, with Mellor, Snape & Co, 130° Nantwich 
Road, Crewe. 

Davis, Kenneth Edward, with «Armitage, Trevor Jones & 
Co, Howard's Chambers, 31 Church Street, Enfield, 
Middlesex. 

Day, Andrew Edgar, with Day, Smith & Hunter, Star 
House, Maidstone. 

Dean, Walter Richard, B.A., with Sharp, Parsons & Co, 
Suffolk House, 5 Laurence Pountney Hill, Cannon Street, 
London, EC4. 

Delaney, Peter Frederick, with Harvey Preen & Co, 17 
Basinghall Street, London, ЕС2. 

Dick, George William, 49 John Clay Street, South Shields. 

Dixon, Peter.Stepheh, with Blackburns, Robson, Coates & 

". Co, City Chambers, Infirmary Street; Leeds, 1 
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Donau, Michael Henry, with Stanley King & Co, 201 Great 

. Portland Street, London, Wi. 

Dorey, Geoffrey Stuart, 28 The Drive, Sevenoaks. 

Double, ‘Brian Keith, with Bensusan-Butt,’ Eves‘ & “Co, 8 
"West Stockwell Street, Colchester. : | 

Down, Peter Ramsay, with #Walker, Fullerton, Hartley & 
Co, то Clarendon Road, Leeds, 2. `- . 

Duddridge, Smedley Rawson, with John Watson, Sons 
.& Wheatcroft, Norfolk Chambers, 9 Norfolk Row, 
Sheffield, т. 

Dutton, Derek Thomas, with Dutton & Co, 6 Spencer 
Parade, Northampton. 


Eccles, Walter Stanley, with F. Arthur Pitt & Co, 14 John 
Dalton Street, Manchester, 2. 

Edwards, Richard Henry, with *C. E. Williams & Co, 
Salop House, Salop Road, Oswestry. 

Ellis; Roland’ Richard, with, L. A. Voisey & Co, 5 Bold 
Street, Warrington. 

Essex, George Somerville, with Clinch, Essex & Co, 5 John 
Street; Bedford Row, London, WÜÓr.: 

Evans, Alan Cooper, with Gordon Thomas & Pickard, 
4-10 Oxford Buildings, Lower Uriion Street, Swansea. ' 
Evers, Robert George, with Gane, Jackson, Jefferys & 

Freeman, 66 Coleman Street, London, ЕС2. 


Fairbank, Alec Thomas, with Curtis, Jenkins, Cornwell & 
Co, 44. Corn Street, Bristol, 1. 

Fenton, Lawrence Stanley, 145 Geary: Road, Dollis Hill, 
London, NWio. 

Fielding, Ў ohn Keith, with *L. H. Findlay & Co, 34 Great 
St Helens, Bishopsgate, London, EC3. 

Finchett, Henry John Dunn, Rossett, Ridgeway, Plympton, 
South Devon. 

Finney, Albert William, with Smallfield, Fitzhugh,. Tillett 
& Co, 24 Portland Place, London, Wr. 

Fisher, Anthony John, with *Martin, Farlow & Co, Kings- 
ley Hotel, Bloomsbury Way, London, WCr. 

Flitney, Donald William, with George Hay & Co, ‘The Bank 
House, 13-15 High oH Chesham. 

Foster, Eric, with A, . Smeeton,. Revenue Chambers, 
4 Howard Street, Shamel i 

Fox, Ivor Michael, with Bright, Grahame, Murray & Co, 
61 Portland Place, London, Wi. | ў 

Franklin, Robert Leonard Barry, 9 Laburnham Road, 
Maidenhead. 


Gard, Thomas Stanley Morris, with Buckley, Hall, Devin 
& Co, National Provincial Chambers, Silver Street, Hull. 

Gates, Stanley Albert, with H. Graham King & Co, 16 
Mumford Court, Lawrence Lane, London, ECz. 

Gaunt, David John, 56 Berners Street, Leicester. 

Gee, Michael Ivor, B.A., 21 Chessington Avenue, Finchley, 
London, №3. 

Gerrish, Albert Joseph, with У. E..Fairbrother & R, 
Gordon-Smith, Barclays Bank Chambers, 4. Wellington 
Street, Woolwich, London, SE18. 

Gibbs, Peter Herbert, with Hyland, Riches & Raw, 7 
Southampton Place, 'Holborn, London, WC1. 

Gilloch, Peter Gordon, 108 Kingshill Avenue, Kenton, 
Harrow. 

Golding, Leonard John, with W. Elles-Hill & Co,- Бо 
Gresham Street, London, EC2. 

Grant, Harold Glen, with C. N. Baker, Standbrook House, 
.2-5 'Old Bond Street, London, Wi. 

Gray, Kenneth Miller, with Boyce, Welch & Co, 3 Picca- 
. dilly, Bradford. 

Green, Michael James, with *Edivard Myers, Clark & Co, 
N.E.M. House, 3o Clarendon Road, Watford. 

Gregory, Morris Gage, with J. C. Gregory & Co, 37 Black- 

. wellgate, Darlington. 

Griffin, Antony Denis Gage, with Curtis, Jenkins, Cornwell 
& Co, 44 Corn Street, и I. 

Guile, Ralph Edward, with Е. R. Taylor & Son, 5 High- 
worth, Liverpool Road, Worthing. 

Gunby, Stariley John, with *Alfred- G. Deacon & Co, 
National Chambers, 4 Horsefair ‘Street, Leicester. . 
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Hali, John Marshall, with G. Dickenson, St George's 
Chambers, Sadler Gate, Derby. 

Hall, Stephen Hiram, with W. R. Lane, Son & Riley, 
151-153 Edmund Street, Birmingham, 3. 

Hallworth, Bernard Theodore, with Midgley, Snelling & 
Co, Tbex House, Minories, London, EC3. 

Handley, Norman, with Sharp, Parsons & Co, 120 Colmore 
Row, Birmingham, 3. 

Harding, Peter Martin, with A. E. Spencer, 37 Friar Lane, 
Leicester. 

Hardingham, Bryan Harold, 57 Mezdvale Road, Ealing, 
London, Ws. 

Hardy, David William, with Hodgson, Morris & Co, Central 
Buildings, 41 North John Street, Liverpool, 2. 

Harper, Edgar Cecil, with Moore, Stephens & Co, 30 Corn- 
hill, London, EC3. 

Harris, James, with Kay, Keeping & Co, 51 New Cavendish 
Street, London, Wi. 

Harris, Patrick John Neil, with *Fitzpatrick, Graham & Co, 
95A Chancery Lane, London, WCa. 

Harvey, John Lloyd, with Viney, Price & Goodyear, Empire 
House, St Martin's-le-Grand, London, ЕСт. 

Hayward, Francis John, B.com., with *Pearson, Blower & 
Co, 4 Princes Street, Wolverhampton. 

Hemington, Donald Robert, with. Allen, Attfield & Co, 
Clarence House, 24 Martin Lane, Cannon Street, 
London, EC4. 

Hemmant, John Phoenix, Winston Lodge, Gillingham, 
Beccles, Suffolk. 


Henderson, William Buchan, with Hays, Akers & Hays, - 


1 Queen Victoria Street, London, EC4. 

Hick, Anthony Walter Sampson, 7 77 Eggbuckland Road, 
Plymouth. 
Higgs, Bryan Norman, B.coM., with Agar, Bates, Neal & 

' _ Co, тоб Edmund Street, Birmingham, 3. 

Higham, Stanley, with Royce, Peeling, Green & Co, 18 
Lloyd Street, Manchester, 2. 

Hill, Geoffrey Vernon, with C. E. Free (C. E. Free & Co), 
5 Raglan Street; Harrogate. 

Hill, Ian Frederick Donald, with Harmood Banner, Lewis 
& Mounsey, 24 North Ji ohn Street, Liverpool, 2. 

Hill, John Ridgway, with F. Hill, 41 North John Street, 
Liverpool, 2. 

Hill, William, with Sydenham, Snowden, Nicholson & Co, 
27 Martin Lane, Cannon Street, London, EC4. 

Hipsey, John Marsh, with Clark, Battams & Co, 32 Victoria 
Street, Westminster, London, SW1. 

Hobbs, Neville Arthur Thomas, with *Leaver, Cole & Co, 
152A Fulham Palace Road, London, W6. 

Hobden, John Levett, with Fawley J udge & Easton, Parlia- 
ment Street, Hull. 

Holden, , Harold, with Blane, Gaulter & Blane, 30 Birley 
Street, Blackpool. 

Holder, "Edward John Ring, with Edmonds & Co, Pearl 
Buildings, Commercial Road; Portsmouth. 

Hooper, Nevill Emlyn, with Farrow, Bersey, Gain, Vincent 
& Co, 53 New Broad Street, London, EC2. 

Houle, Robert Basil, with *Whinney, Smith & Whinney, 
48 Frederick’s Place, Old Jewry, London, EC2. 

Howard, Alan Hunter, with Herbert Pepper & Rudland, 
33 St ‘James’ s Street, London, SWr. 

Howard, Peter John, with *E. S. Howard, Son & Co, 78 
South Audley Street, London, Wr. 

Howarth, Ronald Hall, with Bayley, Wood, Cave & Co, 
Clarence Buildings, 2 Booth Street, Manchester, 2. 

Hunter, Ian Gordon, 5 Helmsley House, West Leigh Road, 
Havant, Hampshire. 


Inglis, Donald Raymond, TY with Curtis, Jenkins, 
Cornwell & Co, 44 Corn Street, Bristol, 1. 

‘Isaac, Brynley Elved, with Harrison, Son, Hill & Co, 
Charter House, 52. ‘Gloucester Place, Baker Street, 
London, W1. 


Jacobs, Braham Abraham, pies B. Dave & Co, 59 Sloane 
Street, London, SWi1.  ..:: 
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Jennings, Henry Alderson, with Hacking, Hargreaves & 
Co, 5 Great John Street, Lancaster. 

Jennings, Roland Godfrey, M.A., with Roland Jennings & 
Co, 49-50 John Street, Sunderland, 

Jolly, Donald Cyril, with Clarkson Webb & Dewar, Gran- 
ville-House, Arundel Street, London, WC2. 

Jones, Alan Thomas, with Wilfred N. Dawson, ‘Townend. 
House, 78 Borough Road, Middlesbrough. 

Jones, Aled Evans, with Rushton Osborne & Co, 11 and 12 
Finsbury Square, London, ЕС2. 

Jones, Clive Murray, with *Allan, Charlesworth & Co, 17 
St Helen’s Place, Bishopsgate, EC3. 

Jones, Graham Edward, ro Roland Street, St Albans. 

Jones, Owen William, with Sheard, Vickers & Winder, 34 
Castle Street, Liverpool, 2. 

Jones, Richard Marsland, with *Peat, Marwick, Mitchell 
& Co, 2 Park Place, Leeds, I. c 

Joseph, Alan Basil, with *R. р. Мото & Со, 20-21 Law- 
rence Lane, Cheapside, London, EC2. 


Keehner, Arnold, with Roland Jennings & Co, 49-50 Joba 
Street, Sunderland. 

Keep, Antony Frank William, with Owen West & ‘Brewster, 
National Provincial Bank Chambers, 5-6 Broad Street, 
Reading. 

Kench, Ronald Stuart, with Roland Jennings & Co, News- 
paper House, 167-170 Fleet Street, London, EC4- 

Kerr, William Thomas James, with Davie, Parsons 82 Co, 
6 Bishopsgate, London, ECz. 

Kerry, Norman Ernest, with *Wright, Stevens, & Lloyd, 
Norfolk House, Laurence Pountney Hill, London, ТЕСА. 

Kershaw, Harry Grayson, with Smith, Holloway & Clark, 
350 Glossop Road, Sheffield, 10. 

Killick, Brian Neil Edward, with *Chalmers, Wade & Co, 
24 Coleman Street, London, EC2. 

Knight, Stanley William, with Clarke, How & Co, 201 Hoe 
Street, Walthamstow, Loridon, E17. 

Knightley, Brian James, with “Monahan & Co, 34 Regent 
Circus, Swindon. 


Lamdin, Haswell, with A. G. Sayers. Seaton & Butterworth, 
62 Brook Street, London, Wi. · 

Lane, Peter Geoffrey, with Allwood.& J: о 26 Newgate 
Street, Chester.: · 

Laurence, John Gilbert, 38 Brabourne Rise, Beckenham, 


Ken 

Le Clere, Roy Nigel, with Crofts & Naylor, 37 Cross Street, 
Manchester, 2. 

Leech, Frank Denis, with Harrison, Son, Hill & Co, Charter 
House, 52 Gloucester Place, London, W1. 

Leese, Reginald George, with F..Geem &. Со, Victoria 

hambers, Liverpool Road, Stoke-on-Trent, 

Lenny, Charles Arlington, with *J. Paterson Brodie & Son, 
4-6 Market Street, Longton, Staffordshire. 

Lermit, Anthony Major, with Stoy, Hayward & Co, 22 
Upper Grosvenor Street, London, Wr. 

Leslie, Cyril, with John Gordon, Harrison, Taylor & Co, 
7 Bond Place, Leeds, І. - 

Letch, Frank William, "with Hard, Dowdy & Co, 39 King 
William Street, London, EC4. 

Lewak, Dennis Sydney, with Bright, Grahame, Murray & 
Co, 61 Portland Place, London, Wt. 

Lipman, Solomon, with Bright, Grahame, Murray & Co, 
61 Portland Place, London, Wi. 

Liversedge, John Frederick, with Charles R. Whitnall & 
-Son, Caledonian Buildings, 14 Tithebarne Street, 
Liverpool, 2. 

Loader, Francis Roy, with C. J. G. Hughes (C. J. Hughes 
& Со), 27-28 Finsbury Square, London, ЕС2. 

Lowther, Neil Illingworth, with Barron & Green, Com- 
merce Chambers, 127 The Headrow, Leeds, 1 

Luthra, Autar Krishan, M.a., 39 Kensington Gardens 
Square, London, W2. 


Macaulay, Colin Ferguson, St Madron, St George's Cres- 
cent, Babbacombe, 'l'orquay. 

McGuire, Stanley Patrick, with ФН. Р. Gould &- Son, 8 
Upper King Street, Norwich.. = 


336 


Mcintosh, Gordon Martin, with Learoyd & Longbottom, 
2 Princes Square, Harrogate. 

McKee, Ernest, with *M. Wasley Chapman & Co, 40 
Baxtergate, Whitby, Yorkshire. 

McLaren, Anthony, with *Elles, Reeve & Co, 4 Bucklers- 
bury, Cheapside, London, EC4. 

McLeod, Malcolm Stewart, with Farrow, Bersey, Gain, 
Vincent & Co, 53 New Broad Street, London, EC2. 

Macquire, Derek Owen, with Hemsley Miller & Co, 5 
Cheapside, London, EC2. 

Maddams, John Anthony, with Clark, Battams & Co, 32 
Victoria Street, Westminster, London, ЭМ. 

Marsden, John Richard, with R. L. Marsden & Co, Elder 
Way, Chesterfield. 

Martin, Wilfred, with Barker, Smiles & Co, Regent House, 
89 Kingsway, London, WC2. 

Masters, Alfred, with Derbyshire & Co, Bentinck Buildings, 
Wheeler Gate, Nottingham. 

Matthams, Eric William, with Critchley, Ward & Pigott, 
Boswell House, 1-5 Broad Street, Oxford. 

Matthew, Robert Lovell, with R. H. March, Son & Co, 
57 St Mary Axe, London, EC3. 

May, Eric John Rutton, with *Tansley Witt & Co, 22-24 
Ely Place, London, ECr. 

May, Philip Henry, with Ernest Francis & Son, 8 Forbury, 
Reading. 

Mead, Colin Harvey, with Howard Willis, Parsons & Co, 
9-14 Exchange Buildings, Upper Hinton Road, Bourne- 
mouth. 

Meeson, Anthony, with Farrow, Bersey, Gain, Vincent & 
Co, 55 New Broad Street, London, EC2. 

Merkin, Howard Sidney, with *Martin, Farlow & Co, 
Kingsley Hotel, Bloomsbury Way, London, УУСт. 

Metcalf, Thomas Howard, with Watson & McLaren, North 
British & Mercantile Buildings, 29 East Parade, Leeds, 1. 

Mignano, Alfred Alexander, with Mordant, Jarvis, Garvin 
& Co, Ling House, 10-13 Dominion Street, London, EC2. 

Miles, William James, with Clifford Davey & Co, Eagle 
House, 109 Jermyn Street, London, SW1. 

Miller, Bernard Thomas, with Lever, Honeyman & Co, 
9 Basinghall Street, London, ЕС2. 

Mitchell, Iain Ronald Millar, with Thorne, Lancaster & Co, 
1 Drapers’ Gardens, ''hrogmorton Avenue, London, ЕС2. 

Mitchell, Martin, with *Mitchell, Melbourne & Co, Leysian 
Buildings, 112-114 City Road, London, ECr. 

Mitton, Ronald Frank, with Morris, Gregory & Co, 3 York 
Street, Manchester, 2. 

Monaghan, John, with Kneeshaw, Moffatt & Co, 7 Har- 
greaves Street, Burnley. 

Morea, Victor Rudolph, with W. Rowland Waller & Co, 
147 Temple Chambers, Temple Avenue, London, EC4. 

Mottershead, Arthur Anthony, with Mellor, Snape & Co, 
36 Chestergate, Macclesfield 

Murdoch, William Alexander McKinlay, with Carpenter, 
Box & Co, Liverpool Chambers, 8 Liverpool Gardens, 
Worthing. 

Murray, Donald Robert, with T. W. Pell, 187 Wollaton 
Street, Nottingham. 


Nash, Henry John, with *Thomson McLintock & Co, 5 St 
Philip’s Place, Birmingham, 3. 
Netscher, Francis Edward, with Percy Mason & Co, 32 
Queen Anne Street, Cavendish Square, London, Wi. 
Neville, Michael James Stonehewer, 57 Ventnor Avenue, 
Ward End, Birmingham, 8. 

Newton, Geoffrey Hector, with Theodore B. Jones & Co, 
St Andrew’s Chambers, 21 Park Row, Leeds, 1 

Nicholson, Anthony Thomas Rankin, with *Barton, 
Mayhew & Co, Alderman’s House, Bishopsgate, London, 

2 

Nightingale, Roy George, 8 Vicarage Avenue, Egham, 
Surrey. 

Nixon, Peter Thomas, with Southerns & Carter, 14 Lich- 
field Street, Wolverhampton. 

Norman, Ernest Arthur, with Hudson, Rimmer, Cordery 
& s National Provincial Bank Chambers, Church Street, 
Malvern. 
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Ogden, John, with Rawlings & Wilkinson, 55 Jobn Street, 
Sunderland. 

Oldfield, John, with Davie, Parsons & Co, 6 Bishopsgate, 
London, EC2. 

Oldroyde, John Derrick, with H. V. Wood & Co, Bank 
Chambers, Market Street, Huddersfield. 

Oliver, David John, 31 Copthorne Road, Wolverhampton. 

О Malley, James Patrick, with E. M. Owen & Co, 11-13 
Victoria Street, Liverpool, 2. 

O'Neill, Grieff Stanislaus, B.CoM., with *Spain Brothers & 
Co, 1 Old Burlington Street, London, W1. 

Orrin, Sylvia, with Wilkinson, Chater, Kinney & Co, 17 
Ship Street, Brighton, 1 

Outram, Vernon, B.A.(ECON.), with *Howell & Hanbidge, 
5 Hounsfield Road, Sheffield, 3. 

Owen, John Neville, with G. E. Holt & Son, 'C' Building, 
Queen Insurance Buildings, ro Dale Street, Liverpool, 2. 


Pakenham-Walsh, Ernest Ridley, B.A., 35 Maresfield Gar- 
dens, London, NW3. . 
Parker-Rees, Arthur Alastair, 24 Wedderburn Road, 
Hampstead, London, NW3. 

Paylor, Cyril Stanley, 10 Coppice Way, Leeds, 8. 

Pearce, Leonard Charles, with Metherell, Gard & Co, 
1 Beachfield Avenue, Newquay. 

Pendlebury, Frank Alan, 93 Milton Street, Fleetwood, 
Lancashire. 

Perkins, Anthony William, with Lionel H. Lemon & Co, 
то Coleman Street, London, ЕС2. 
Petrie, Robert Andrew John, B.A.(coM.), with *Jones, 
Crewdson & Youatt, 7 Norfolk Street, Manchester, 2 
Pettit, Frederick George, with Stafford Rudkin & Co, 
6, 7 & 8 Clements Lane, Lombard Street, London, EC4. 

Petty, Robert William, with *Armitage & Norton, Atlas 
Chambers, King Street, Leeds, 1 

Phillips, John Godfrey, c/o Crane, Houghton & Crane, 
Clun House, 17 Surrey Street, Strand, London, WC2. 

Pickard, Sidney Alfred, D.r.C., with A. G. Sayers, Seaton 
& Butterworth, 62 Brook Street, London, Wi. 

Pickavance, Alan Hamilton, with Stanley Marsh & Co, 
Masonic Buildings, Hall Street, St Helens. 

Pilling, John Barry Brinton, with Broads, Paterson & Co, 
1 Copthall Close, Moorgate, London, EC2. 

Pollock, Kelvin Alexander, with Tribe, Clarke, Darton & 
Pollock, 62 High Street, Rochester. 

Preston, Roger Colquhoun, B.coM., with Lonsdale & Marsh, 
26 Exchange Street East, Liverpool, 2. 

Price, Peter Norman George, with *Hilton, Sharp & Clarke, 
14 Gray’s Inn Square, London, WCr. 


Rae, John Marshall, with Harrison, West, Ledsam & Co, 
33 Waterloo Street, Birmingham, 2. 

Randall, William Alfred, with Josolyne, Miles & Co, 28 
King Street, Cheapside, London, ЕС2. 

Ranson, Dennis Oswald, with Griffiths & Keeling, Council 
Chambers, 109 Colmore Row, Birmingham, 3. 

Ransted, Dennis Reginald, with Lionel H. Lemon & Co, 
то Coleman Street, London, ЕС2. 

Raw, Thomas Spensley, with E. W. Hammond, Monument 
Chambers, Prebend Row, Darlington. 

Rawcliffe, Thomas Mawdsley, B.A.(coM.), with "Price 
Waterhouse & Co, 3 Frederick's Place, Old Jewry, 
London, EC2. 

Reed, Bruce Hector, with *Woolger, Hennell, 
Mitchell & Co, 165—167 Moorgate, London, ECa. 

Reed, David, with *Stanley Holmes & Co, 68 Pall Mall, 
London, SWr. 

Reynolds, Gerard Vincent, with David J. Jones, 78 King 
Street, Manchester, 2. 

Riddelsdell, Michael Edward, with J. Dix Lewis, Caesar, 
Duncan & Co, 112-114 Cannon Street, London, EC4. 
Rigby, Arthur Stanley, with J. Goulding (John Goulding 

& Co), 4 Southport Road, Chorley. 

Ringrose, Charles Arthur, with Hodgson, Harris & Co, 
Bank Chambers, Parliament Street, Hull. 

Roberts, George Norman, with Lancaster & Co, 30 Water- 
loo Road, Wolverhampton. 


Scott- 
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Robinson, John William, with Cooper-Parry, Hall, Doughty 
& Co, 102 Friar Gate, Derby. 

Rolinson, Frederick Joseph, with John W. Hinks & Co, 
36a Waterloo Street, Birmingham, 2. 

Rollings, Geoffrey Gordon, with Wood, Bradfield & Co, 
12 Green Street, Neath. р 

Rosser, Alec, with Сох & Davis, 18 High Street, Burton- 
on-Trent. 

Rostern, David Norman, with *Peat, Marwick, Mitchell & 
Co, 11 Ironmonger Lane, London, EC2 

Rowe, Frederick William, with Hartleys, Wilkins & Flew, 
т Central Buildings, Westminster, London, SW1. 

Ryan, John, 58 Waterbarn Street, Burnley. 


Sadler, Derrick Norman George, with Cash, Stone & Co, 
48 Copthall Avenue, London, EC2. 

Saunders, John William, with 'T. Turketime & Co, Marlon 
House, 71—74 Mark Lane, London, EC3. 

Saunders, Kenneth Cecil, with Wheatcro:t, Richardson & 
Co, 44 Friar Gate, Derby. 

Scanlon, John Orrick, with *Whinney, Smith & Whinney, 
48 Frederick's Place, Old Jewry, Londen, ЕС2. 

Scott, John Laird, with Webb, Hanson, Bullivant & Co, 
до Deansgate, Manchester, 3. 

Segal, Sidney, with Youels, Chant & Co, 3 Draper’s 
Gardens, Throgmorton Avenue, Londen, EC2. 

Senior, David Harold, with Camm, Metzalfe, Best & Co, 
Benefit Buildings, Moorhead, Sheffield, т. 

Shackleton, John Alan, with Viney, Ргсе & Goodyear, 
Empire House, St Martin's-le-Grand, London, ЕСт. 
Sharp, Stanley Herbert, with *Miller, Mills & Bantock, 
e Holborn House, 52-54 High Eolborn, London, 

Y. 

Sheard, Kenneth, with Geoffrey Tattersall, rọ John William 
Street, Huddersfield. 

Shepherd, Thomas Julian Durrant, with Wildash & Co, 
College Hill Chambers, 23 College Hall, London, EC4. 

Shiells, George William Alfred, with *Cassleton Elliott & 
Co, 4-6 Throgmorton Avenue, London, ЕС2. 

Sidaway, George Frederick, в.сом., with Frederick E. 
Sidaway, 6 Long Lane, Blackheath, Staffs. 

Simmerson, Reginald Ernest, with *McBroom, Haywood 
& Со, 275 Ecclesall Road, Sheffield, rr. 

Sims, James Cornish, with Nevill, Hovey, Smith & Co, 44 
Thorn Park, Mannamead, Plymouth. 

Slater, Derek David Patrick, with Astbury, Mitcheson & 
Miller, 42 Spring Gardens, Manchester, 2. 

Smith, Andrew Gordon, with Whitfield & Co, Martins 
Bank Chambers, Park Row, Leeds, 1. 

Smith, Brian Stephen Pottier, with *Fercy У. Moll & 
Pet 8 Drapers’ Gardens, London Wall, London, 
1C2. : 

Smith, Douglas, with *E. Warwick Broadbent & Co, 26-27 
Bond Street, Leeds, 1. 

Smith, Frederick Ernest, with Fryer, Sutton, Morris & Co, 
26—28 Cross Street, Reading. 

Smith, Ronald Arthur, with James Wor ey & Sons, West- 
minster Bank Chambers, 4 Market Place, Kingston-on- 
Thames. 

Smith, William Frank, 32 Rusthall Avenue, Chiswick, 
London, W4. 

Snowdon, Thomas William, ‘Portele:’, Melton Road, Sprot- 
borough, near Doncaster. 

Solomon, Horace John, with Bourner, Bullock & Co, 4 
Tregarne Terrace, St Austell, Co-nwall. 

Spenser, Ronald Ernest, with Gerald Edelman & Co, 18 
Maddox Street, Regent Street, London, Wr. 

Sprange, Reginald Sydney, with Hesketh, Hardy, Hirshfield 
7 Со Norwich House, 13 Southampton Place, London, 

I. 

Stapleton, Frederick Andrew; with *Rogers, Son & 
Spencer, Commercial Union Buildings, Cheapside, 
Nottingham. 

Steele, Robert Andrews, with Е. W. Snith, Riches & Со, 
Hastings House, то Norzolk Street, Strend, London, WC2. 
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Stevens, Peter Michael, with Morison, Rutherford & Co, 
20 Eastcheap, London, EC3. 

Stott, Roland Frederick, with A. Hirst, 27 Ainsworth 
Street, Blackburn. 

Sumpter, Joha Dennis, 99 High Street, Riddings, Derby- 


shire. 
Swann, Paul Albert Ronald, with West, Wake, Price & Co, 
6 Broad Street Place, London, ЕС2. 


Taylor, Laurence Edward, with W. Rowland Waller & Co, 
107 High Street, Sheerness. 

Thomas, Frederick John, 92 Deodar Road, Putney, 
London, SW15. 

Thomas, Kenneth Edward, with Bryce Hanmer & Co, 1-3 
Stanley Street, Liverpool, 1. 

Thomas, Reginald, with *A. A. Thomas, Rogers & Co, 
Midland Bank Chambers, Lloyd Street, Llandudno. 

Thompson, Walter James, with Bloomer, Heaven & Co, 
Dilworth House, 190 Broad Street, Birmingham, 15. 

Tiley, James Miles, B.A.(coM.), with Ham, Jackson & 
Brown, Albion Chambers, Bristol, 1. 

Tribe, Edward Stanley Dunlop, with *Jenks, Percival, 
Pidgeon & Co, 14 Finsbury Circus, London, ЕС2. 

Trickey, Ronald George, with Hope, Agar & Co, Pinners’ 
Hall, Austin Friars, London, EC2. 

Trudgeon, Eric John, with Metherell Gard & Co, 1 Beach- 
field Avenue, Newquay. 

Turner, Antony Hubert Michael, with Wildash & Co, 
College Hill Chambers, 23 College Hill, London, EC4. 


Vaulkhard, Norman Jardine, with Weston, Whalley & 
Jackson, Midland Bank Chambers, Skipton. 

Verity, Leonard, with Williamson, Butterfield & Roberts, 
City Chambers, 2 Darley Street, Bradford. 

Verrall, Philip, with Tribe, Clarke, Darton & Pollock, 62 
High Street, Rochester. 


Waite, Wilfred Alan, with R. F. Miller & Co, Ramsden 
Square, Barrow-in-Furness. 

Wallington, Clifford, with Hemsley Miller & Co, 5 Cheap- 
side, London, ЕС2. 

Walters, Martin, with *Harold Everett, Wreford & Co, 
Aldine House, то Bedford Street, London, WC2. 

Walton, Arthur Kean, with A. E. Ellison & Co, Commerce 
House, Cheapside, Bradford. 

Ward, John Richard, with Thain & Curtis, 18 Tuesday 
Market Square, King’s Lynn. 

Ward, John Sturton, with *Peat, Marwick, Mitchell & Co, 
тт Ironmonger Lane, London, ЕС2. 

Ward, Walter, with *Casson, Beckman, Rutley & Co, 
Callard House, 744 Regent Street, London, W1. 

Watson, Joseph Martin, with Morrish, Walters & Co, Pro- 
vincial House, 98-106 Cannon Street, London, EC4. 

Watt, John Dunlop, with Shipley, Blackburn, Sutton & Co, 
Broadmead House, Panton Street, Haymarket, London, 
SWi. 

Wayne, Peter Howard, with Smallfield, Fitzhugh, Tillett 
& Co, 24 Portland Place, London, W1. 

Wells, Derek James, with Bettson, Fielder & Co, 1 and 2 
Great Winchester Street, London, EC2. 

Wells, John Reginald, with *Peat, Marwick, Mitchell & Co, 
1i Ironmonger Lane, London, ECa. 

Welsford, Peter Anthony, with West, Wake, Price & Co, 
6 Broad Street Place, London, ЕС2. 

West, Reginald Philip, with *Leaver, Cole & Co, 3o Budge 
Row, London, EC4. 

Weston, Maurice Hugh Terry, ‘Franklands’, Peck’s Hill, 
North Street, Nazeing, Waltham Abbey, Essex. 

Wheeler, Alan Morley, with R. H. Bridgwater & Co, County 
Chambers, 33 Martineau Street, Birmingham, 2. 

White, Leonard, with Graves, Goddard &  Horton- 
Stephens, 7 Pavilion Parade, Brighton, 1. 

Whiteley, Fred Ainsworth, with Pilkington & Co, Midland 
Bank Chambers, 77 King Street, Manchester, 2. 

Wicks, John Brian, with De Paule, Turner, Lake & Co, 
17 Coleman Street, London, ЕС2. 
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Wilkinson, Richard Poynton, B.A., with Burne, Phillips & 
Co, 207 Deansgate, Manchester, 3. 


Williams, William Frederick, with Frank I. Nickson & Co,’ 


2 St John’s Walk, Blackpool. 

Willson, Keith Vernon, 87 Silverdale Gardens, Hayes, 
Middlesex. 

Wilson, John Barrington, with Jones, Ross, Howell & Co, 
19 Dunraven Street, Park Lane, London, Wr. 

Wilson, Raymond George, with Joseph Miller & Co, 28 
Mosley Street, Newcastle upon Tyne, т. 

Wolton, Richard Biddell, with Holden, Howard & Co, 3 
Abchurch Yard, London, EC4. 

Wood, Brian Norman, with A. C. Palmer & Co, Regent 
House, 45 Sheep Street, Northampton. 

Wood, Raymond, with Bowman, Grimshaw & Co, 26 
Birley Street, Blackpool. : 

Woodhead, Albert Trevor, with Booth & Topping, Equit- 
able Bank Chambers, Cloth Hall Street, Huddersfield. 
Woolf, Sefton David, 78 Scholes Lane, Prestwich, Man- 

chester. 
Worth, John Howard, with Mellor, Snape & Co, 103 Nant- 
wich Road, Crewe. 
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Wycherley, Graham St Clair, with Muras & Co, 49 Queen 
Street, Wolverhampton. 

Yeadon, Kenneth Edward, with Newton & Co, Union 
Chambers, 63 Temple Row (P.O. Box 1), Birmingham, 2. 

(Not in England or Wales) 

Fine, Alan Geoffrey, 4104 Victoria Avenue, Los Angeles, 
8, California, U.S.A, З 3 

Garside, Joseph John, with J. B. Garside, 18 Athol Street, 
Douglas, Isle of Man. 

Pettit, Michael Anthony, with *Barr, Burgess & Stewart, 
A.P.A. Buildings, Grey Street (G.P.O. Box 243), 
Wellington, New Zealand. 

Ross, Harold, ‘Urmaran’, Ave le Seuer, Sea Point, Cape 
Town, South Africa. 


The following Associate was elected to Fellowship at 
the Council meeting held on July 2nd, 1952, and 
completed his Fellowship before July 15th, 1952. 

(Not in England or Wales) 


Horton, John William; B.COM., 1928, A.C.A.; 6 Square de 
_ l'Opera, Paris, де. 


NOTES AND NOTICES 


Personal 


Messrs Своосн, Lucrarr & Co, Chartered Ac- 
countants, of 17A Queens Road, Brighton, 1, Sussex, 
announce that they have taken into partnership 
Mr Ernest C. CLEAVE, A.C.A. 

Messrs WHEATCROFT, RICHARDSON & Co, Char- 
tered Accountants, of 44 Friar Gate, Derby, announce 
that they have taken into partnership Mr CHARLES 
Bacon, А.С.А., who has been associated with them 
for a number of years. The style of the firm remains 
unchanged. 

Messrs Hicson & Co, of White House, Wollaton 
Street, Nottingham, announce that Mr I. H. 
HAYWARD, A.C.A., retired from the practice on August 
31st, 1952. Mr T. Hicson, F.C.A., Mr C. A. HASLAM, 
A.C.A., and Mr H. I. OCKELFORD, А.5.А.А., are con- 
tinuing the practice from the same address. Mr 
Haywarp has commenced in practice on his own 
account at да St Peter's Church Walk, St Peter's 
Gate, Nottingham, as from September rst, 1952. 

Messrs MorrLE Morron & Co, Chartered 
Accountants, of Friars House, New Broad Street, 
London, EC2, announce with regret the death, on 
September roth, of their senior partner, Mr J. H. 
MORTON, F.C.A., с.с. The practice will be continued 
by the remaining partners. 

Mr RALPH APPLEYARD, Accountant and Auditor, 
announces that as from Tuesday, September gth, 
1952, he has removed to more convenient ground- 
and first-floor premises at Coppergate Chambers, 
Coppergate, York. The telephone number remains 
unchanged, i.e. York 3686. 


Professional Note 
Mr George M. Dunbar, c.a., who, since 1950, has 
been commercial manager of John Fowler & Co 
(Leeds) Ltd, has been appointed to the board of 
directors. - m. i : 


Obituary 
James HERBERT MORTON, F.C.A. 
We regret to record the death on September 1oth, at 
the age of 67, of Mr J. H. Morton, F.c.a., senior part- 
ner of Moller, Morton & Co, Chartered Accountants 
of London. i 

Mr Morton was articled in Newcastle, and admitted 
an associate of the Institute in 1907 and elected a 
fellow in 1924. 

Always interested in civic matters, Mr Morton had 
been a member of the Court of Common Council 
of the City of London since 1941. For some time 
he was chairman of the Rates Committee and at the 
date of his death was chairman of the Coal and Corn 
and Finance Committees. He wads also chairman of 
the Council of Associated Owners of City Pro- 
perties, and gave evidence before the Millard ‘Tucker 
Committee on Taxation of Trading Profits. He was 
author of a book on national finance published in 1925. 


The Institute of Chartered Accountants 
in Ireland 
QUARTERLY MEETING OF THE COUNCIL 


At the quarterly meeting of the Council and of the 


Examination Committee of The Institute of Chartered 
Accountants in Ireland on August 28th the following 
were present: 

Mr H. E. A. Addy, President, Messrs P. Butler, Vice- 
President, F. Cleland, W. H. Fitzsimons, E. T. McCarron, 
P. J. Purtill, and W. L. H. Rodden, with the Secretary- 
Treasurer, Mr Wm. E. Crawford, in attendance. 

Apologies for absence were received from Messrs 
John Bailey, G. F. Klingner, H. T. Montgomery and 
H. Stevenson, Joint Secretary. 

Mr David McCloy Watson, Dublin, was co-opted 
to fill the vacancy on the Council created by the 
resignation of Mr G. Hill Tulloch. 

Mr Luke Gabriel Devereux, and Mr John Hall 
(Dublin) and Mr George Stewart (Belfast), Associates ` 
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in practice, applied for and were admitted to fellow- 
ship. 
. Mr John Gerard McMahon and Mr Seumas 

Pomeroy (Dublin) applied for and were admitted to 
associateship in practice. 

The following successful candidates at the Final 
examination in May ig52 applied for and were 
‘admitted to membership as associates not in practice: 

James Hoey Algar (Dublin) Raymond Hugh Alexander 
Boyd (Comber, Co. Down), Philip Brenncck (Glenageary, 
Co. Dublin), Thomas Patrick Butler (Dublin) Robert 
Alfred Cargill (Glaslough, Co. Monaghan), Donal Shemus 
Allingham Carroll (Dun Laoghaire, Co. Dublin), Niall 
Patrick Delaney (Dublin), Edmond Cyril Goold (Dublin), 
Richard Maurice Montgomery Gray (Belfast), William 
John Hewitt (Bangor, Co. Down), William Alan Kirk (Navan, 
Co. Meath), John Alexander Hamilton McCay (Belfast), 
Desmond Joseph McDonagh (Dublin) James McKeag 
. (Belfast), James McIsaac Millar Madill (Portstewart, Co. 
"^ Londonderry), Henry Bradshaw Mercer (Bangor, Co. Down), 
Robert Ian Morrison (Dublin), Bartholomew Pitcher 
(Dublin), Brendan Ferrar Reville (Sutton, Dublin), 
Michael] Joseph Riordan (Cork), Ralph Den:s Robb (Bangor, 
Co. Down), David John Rollins (Belfast), James George 
Stewart (Dublin), Cecil Garrett Walker (Monkstown, Co. 
Dublin). 

The Council received with regret the secretary’s 
report of the deaths of the following members: 

Mr Edward Buckley, r.c.4. (Belfast), Mr Matthew 
Joseph McCrudden, B.com.sc., A.C.A. (Belfast), Mr 
Malcolm Patrick Sinclair, F.C.A. (Belfast). 

The resignation of. one member (associate not in 
practice) was received and accepted. 

It was decided that the next examinations (Prelim- 
inary, Intermediate and Final) should be held on 
November 18th to 21st, 1952, in Belfast and Dublin. 

'The President (Mr Addy) reported that he had 
` been obliged for health reasons to resign from the 
Committee on Company Law Reform set up by the 
Attorney-General in the Republic af Ireland, on 
which he had been one of the Institute's two repre- 
sentatives since April 1951; and Mr P. Butler, Vice- 
President, was unanimously nominated to take Mr 
Addy's place on the committee. 

A committee consisting of the Dubl:n members of 
the Council, with power to co-opt, was appointed to 
prepare a memorandum of evidence for submission 
to the Company Law Reform Commit:ee. 


ACCOUNTING IN RELATION TO CHANGES IN THE 
PURCHASING POWER OF MONEY 
It was decided to accept the invitation of The 
Institute of Chartered Accountants in England and 
Wales to join with it and The Institute of Chartered 
Accountants of Scotland, The Society of Incorporated 
Accountants and Auditors and The Association of 
Certified and Corporate Accountants in a further 
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study of this important subjéct and to consider 
whether there is a practicable and generally accept- 
able alternative to the existing conception of profit 
computed on the basis of historical cost; and it was 
agreed that Mr Jolin Bailey, r.c.4., should represent 
the Institute on the proposed committee for this 
purpose. 


The Institute of Cost and Works Accountants 


The third residential summer school of the Institute 
of Cost and Works Accountants at St Catherine’s 
College, Cambridge, will start next Monday, ending 
the following Saturday. In our next issue we hope to 
survey the papers which will be read during the 
course; details of subjects and speakers- were given 
in our issue of July sth last. 


Second Annual Taxation Conference 


More than 800 ladies and gentlemen from all over the 
United Kingdom, from Northern Ireland, and from 
other parts of the world, are now attending the second 
annual Taxation conference, which coincides with the 
twenty-fifth anniversary of our contemporary, and 
which is this year being held in Scarborough. The 
proceedings - which we hope to report in our next 
issue — began yesterday and end next Monday. Full 
details of the programme were published in our issue 
of March rst, last. : 


South West London Chartered Accountants’ 
Discussion Group 


In response to the circular issued by the London and 
District Society of Chartered Accountants on June 
26th last, proposing the formation of discussion 
groups in the London area, an inaugural meeting of 
the South West London Discussion Group was held 
at the end of July. 

During this successful meeting, which was well 
attended, arrangements were made for the following 


_ discussions to be held at Kingston: 


October 6th: ‘Are current taxes crippling industry? 
(briefly introduced by Mr J. V. F. Crowther). 

November 3rd: ‘Accounting for changing price 
levels’ (briefly introduced by Mr S. V. Bishop, 
M.C.). 

It was also arranged that there should be meetings 
on the first Monday in each month, from October to 
May inclusive, at 6.45 for 7 p.m. at The Kingston 
Hotel, Wood Street, Kingston upon Thames, and that 
there should-be a subscription of ros 6d per annum. 
Light refreshments will be provided before each 
meeting. 

We understand that this is the first of the discussion 
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groups to-be formed in the London area. Readers ^ 


will recall the letter on this subject published in our 
correspondence columns from Mr Henry 5: 
Hardwick, F.c.a., who was acting as temporary 
convenor for the South London Group. 

We are glad that the proposed activities have 
started so well and we wish success to the new group. 


The Royal Commission on the Taxation 
AS of Profits and Income 


The Minutes of Evidence for the twelfth, thirteenth 
and fourteenth days of public hearings are now on 
sale at H.M. Stationery Office, as follows: June 27th, 
1052: Mr R. F. Harrod, rF.B:4., Mr P. J. D. Wiles, 
Ме T. Balogh (4s 64 plus postage). July 4th, 1952: 

The Association of Certified and Corporate Account- 
ants (25 6d. plus postage) July 14th, 1952: A Group 
of Fabians, Sir Henry Clay, Trades Union Congress 
(45 plus postage). 


Liverpool Chartered Accountant Students’ 
Association 


The ave n annual general meeting of the 
Liverpool Chartered Accountant Students’ Associa- 
tion was held at the library, with Mr C. C. Taylor, 
J.P., Е.С.А., in the chair. After the annual report and 
accounts had been adopted, Mr M. S. Moon, A.C.A., 
was presented with the ‘Alan Cookson Prize’. 

The following officers were elected for 1952-53: 


President: Mr J. H. Bradley, A.C.A. 

Vice-Presidents: Messrs 5. Morris, Е.С.А., 
Macfarlane, A.C.A., H. С, Mounsey, A.C.A. 

Hon. ‘Secretary: "Mr W. A. Lowe. А 

Hon. Treasurer: Mr W. В. Hiscocks. : 

Mr J. 5. ЕШвеп, 8.a., the retiring Hon, а 
proposed a voté of thanks to the retiring President, 
which was carried with applause. | 


T. A. 


Oxford Chartered Accountant. Students’. 
- Society 


The third annual general meeting of the Oxford 
Chartered Accountant Students’ Society was held in 
Oxford on September 11th. The report for 1951-52 
shows the ordinary membership to be.42 (an increase 
of 11), and thé. honorary membership to be 32. 
Arrangements have now been made for the Society 
to use part of the City Library, in conjunction with the 


. Institute.of Bankers, to house a selection of books; 


the committee have allocated £50 to be placed to a 
library reserve. 

The following € officers were re-elected for the year 
1952753: i 

President: Mr H. W. Gray, F.C.A. 


Vice-Presidents: Messrs- Н. S. Critchley, F.c.a., L. C. W. 
Phillips, F.C.A. 


Septembér 20th, 1952 


Hon. Secretary: Mr T. D. Kelly, a.c.ai-. 

Hon. Asst. Secretary: Mr R. N. Newman, B.A. 

Hon. Treasurer: Mr A. J. Philpott, B.A. 

Hon. Auditors: Mr H. J. Impey, F. C.A., , and Miss Sheila 
Prickett. 

Committee: Messrs J. E. Critchley, r.c.A., A. V. Endsòr, 
M.A., and P. Warrell. 


Cricket 


LONDON CHARTERED о. INCORPORATED STUDENTS `- 


A-cricket match between the Chartered Accountants 

Students’ Society of London and the: London and 

District Incorporated Accountants Students’ Society, 

played at Barnet Cricket Club ground on Wednesday, 

August 27th, was won by the Chartered eleven by 
o runs. 

The highlights of the match were the fine batting 
performance of J. W. H. May, who made 84 runs for 
the Chartered side and later took 5 wickets for 13 runs— 
though wicket-keeper R. S. de Saram shared in four 
of these, and, for the Incorporated side, Allen's 
6 wickets for 38 runs in just over 12 overs. 

The scores of 180 by the Chartered Students 
against the Incorporated Students’ go, reversed the 
previous defeat on July 13th, when the Incorporated 
Students won by ход runs. 


Recent Publications | 
Income Tax anp Prorits Levy IN A NUTSHELL, by The 


‘B.C.A? Tutors. xii +208 pp. 84 х 54. 15s net. Textbooks 


Ltd, London. 
THE 1952 INcoME ‘Tax LEGISLATION, by A. S. Silke, 


M.COM;,(HONS.) (Cape Town), С.А. (s. A.), A.S.A.A. X+ 


:166.рр. 9$ X6. 305 net. Juta & Co Limited, Cape Town. 
THE: Law ОБ Contract, Third edition, by G. C. Cheshire, 
- DCL. Ё.В.А., and С. H. S. Fifoot, ма. lxi-- 545-l-31 pp. 

10 X 63. 42s net. Butterworth & Co (Publishers) Ltd, 

London. 

Tue Income Tax Act, 1952, and Finance Acts etc. with 
Statutory Regulations etc., cross-references to former 
enactments, tables of rates and personal reliefs.and index. 
хх 2170--index. 11 XB. £2 2s net; in binders: £2 125 6d 
net. H.M.S.O., тона a Ea 
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ESTABLISHED 1874 | 
VOL. CXXVII NO. 4058 


TAXATION CONFERENCE 


HE second annual conference on taxation which was held 

at Scarborough last week by our contemporary Taxation 

marked the silver jubilee of that journal. It was fitting, 
therefore, that the inaugural address of the conference chairman, 
Mr Ronatp STAPLES, which we reproduce on another page, 
should consist largely of a review of the history of income taxation 
in the last twenty-five years. 

As Mr Srapiss said, the keynote of the last quarter-century 
of taxation has been complication, so that by now few of the 
millions of taxpayers are able to understand the notices of assess- 
ment which they receive. It is perhaps true that there are other 
branches of the law which do not fall far short of taxation in 
complexity, but normally they touch the layman either rarely or 
only indirectly. If he buys a house, for instance, it is an unusual 
event in his life and he is happy to leave the mysteries of the 
conveyance to specialists. Branches of the law which affect his 
daily life are usually fairly intelligible, such as the probable 
consequences of exceeding the speed limit or obstructing the 
highway. Income-tax fills both roles; supreme in complexity, 
its impact on all but the poorest is continuous and painful. 

Although not absolving the Legislature or the draftsman from 
blame, Mr STAPLES ascribes this complexity largely to the growing 
intricacy of modern industrial, commercial and financial life and 
he offers no prospect of income-tax law ever again being so com- 
paratively simple as it was even in the early thirties. Instead he 
hopes for an eventual lowering of the rates of tax to such levels 
that it would cease to matter so much; the man in the street could 
then leave the Legislature and the draftsman to amuse themselves 
with ever more complicated provisions which concerned fewer 
and fewer people, just as now he is content to remain in blissful 
ignorance of the finer points of excess profits levy computations, 

As Mr STAPLES implied, the growth in the use of limited 
liability companies has been the genesis of much of the most 
complicated legislation. The artificial distinction which the 
general law draws between a company and its members has 
brought many anomalies, not the least in tax law. The increasing 
efforts to mitigate the effect of these anomalies in the last twenty- 
five years have produced a growing field of statutory hypotheses 
and ‘deeming’ provisions which have been the source of increasing 
complaint among judges called upon to interpret them. 

An appreciable reduction of the present high rates is unlikely 
for some time and it is to be hoped, therefore, that the Legislature, 
the professional adviser, and above all the official, will take 
Mr STAPLES' advice to concentrate on main principles and to 
practise a give and take spirit. 
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THE FINANCE ACT, 1952—XII 


Optional Treatment for Successions 
within Section 328 


ARAGRAPH 7 of the Sixth Schedule also 
р an option, this time in favour of a 

person who succeeds to a trade etc. under 
the will or intestacy of a deceased person. The 
option does not operate to mitigate the effects of 
the preceding provisions of the schedule; it miti- 
gates the operation of Section 328 of the Income 
Tax Act, 1952, which, as now amended by para- 
graph 15 of the Sixth Schedule, imposes a rule 
somewhat similar to that imposed by paragraph 3. 
Section 328 is concerned with successions to 
trades and professions which occur in such cir- 
cumstances that the ‘cessation provisions’ have to 
be applied by virtue of the operation of Section 
145 of the Income Tax Act, 1952 (formerly Rule 
11 of Cases I and II of Schedule D), i.e. where 
there is no identity between the old and the new 
proprietors or where they have jointly elected 
for the cessation provisions. 

Section 328 provides that where, after the 
succession, plant continues, without being sold, 
to be used for the purposes of the trade etc., it 
has to be treated for capital allowance purposes 
as though it were sold at the open-market ‘price 
to the successor(s). Originally the section did not 
affect annual allowances but this restriction on 
its operation has been removed by paragraph 15 
which will be mentioned next week. 

The amendment introduced by paragraph 7 is 
as follows. A person who succeeds as a bene- 
ficiary under the will or intestacy of the person 
who previously carried on the trade etc. is given 
an option in relation to plant which passes to 
him with the trade and which was used by the 
deceased person for the purposes of that trade. 
The option is similar to that given by para- 
graph 6 which has already been dealt with 
(issue dated September 2oth, 1952). The suc- 
cessor may give the Inspector notice in writing 
that he elects to substitute, for the open market 
price which Section 328 provides for, the lower 
writen-down value of the plant as it was 
immediately before he succeeded to the trade. 

The option applies to 

'any machinery or plant which passes to him 

together with the trade. . .’ | 
It seems therefore that he cannot pick and 


choose, applying the option to some items but . 


not to others. 

'The person making the option need not have 
succeeded to the trade etc. immediately on the 
death of the deceased person in question. There 
may have been an intervening life-tenancy for 
instance, when. the trade was carried on by 
trustees for the benefit of the deceased person's 
widow. In such cases, paragraph 7 makes it 
clear that the election, once made, is to apply 
not only to the succession of the person electing, 
but also to all previous successions, beginning 


with that occurring on the death in question. 


Accordingly, the election may involve recalcula- 
tions covering many years preceding it. The 
election cannot be made if the last succession 
took place after the commencement of the Act. 


Extension of the Definition of ‘Sale, Insurance, 
Salvage or Compensation Moneys' 
Formerly, the permanent loss of plant, otherwise 
than by demolition, destruction or the termina- 
tion of a foreign concession, did not give rise to 
a balancing allowance or charge, although balanc- 


ing allowance was given by concession in the 


case of loss by theft. Accordingly, there was no 
provision for determining the amount of pro- 
ceeds of such plant for the purpose of capital 
allowances. By virtue of paragraph. 1 of the Sixth 
Schedule, such permanent loss does now give 
rise to balancing allowances and charges and, 
accordingly, paragraph 8 extends the definition 
of 'sale, insurance, salvage and compensation 
moneys’ in Section 333 (1) of the Income Tax 
Act, 1952, to include insurance moneys received 
in respect of such a loss, together with any 
other compensation of any description in so far 
as it consists of capital sums. Paragraph 8 also 
makes a slight consequential verbal amendment 
to Section 333 (1). 


Partnership using, but not owning, Plant 
Paragraph 1o (1) of the Sixth Schedule extends 
the system of plant allowances to cases where 
plant is used for the purposes of a partnership 
but belongs to one or more of the partners with- 
out being partnership property. It does not 
apply where the partnership as a whole makes a 
payment for the use and that payment is deducted 
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as an expense in arriving at the partnership 
profit (sub-paragraph (3)). In such a case there 
, would clearly be no justification, so far as the 
partnership was concerned, for capital allow- 
ances as well. The principle that a partnership 
can deduct rent and hire payments which have 
been made to one of the partners was established 
in Heastie v. Veitch & Co ([1934] 18 T.C. 305; 
12 A.T.C. 471) where the distinction was first 


drawn between assets which a partner introduces. 


as part of the partnership capital and assets 
which he simply lends to the partnership. 

Equally, paragraph xo is not to apply to assets 
which are used for the.purposes of the partner- 

- ship trade etc. ‘in pursuance of a letting’ by one 
or more of the partners to the partnership gener- 
ally – a provision which seems to be wide enough 
to cover the first exclusion. Section 298 of the 
Income Tax Act, 1952, provides for capital 

' allowances to lessors of plant. 

Paragraph 10 is not limited to events occurring 
after the commencement of the Act and will 
accordingly apply in all cases for 1952-53 and 
subsequent years. For earlier years, allowances 
may have been granted as a concession, since 
otherwise considerable inequity may have arisen. 
A partner who could show that there was a 

‘Jetting’ by him: of plant to his firm could claim 
allowances, even though the consideration paid 
to him was purely nominal, while a partner who 

| simply allowed his firm the free use of his plant 
could not. This distinction seems to have little 
to support it in reason. The introduction of 
paragraph ro was probably prompted more by 
the desire to extend the scope of balancing 
charges than to prevent inequity to the taxpayer. 
Paragraph то (1) is worth quoting in full. 
'Ín charging the profits or gains of a trade 
' carried on in partnership the same allowances, 
deductions and charge shall be allowed or made 
under the principal Chapter in respect of machin- 
ery or plant used for the purposes of that trade 
and belonging to one or more of the partners but 
not being partnership property as would fall to 
be allowed or made if the machinery or plant had 
at all material times belonged to all the partners 
and been partnership property and everything done 
~ by or to any of the partners in relation thereto had 
. been done by or to all the partners.’ 


The inclusion of the word ‘deductions’ is no 
doubt a reference to Section 296 (2) of the 
Income Tax Act, 1952, which gives the tax- 
payer the option of claiming a deduction for 
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obsolescence, instead of a balancing allowance, in 
respect of plant which he acquired before April 
6th, 1946. However, the sub-paragraph is not 
very felicitously worded, since deductions are 
not made in 'charging' profits — that expression 
is reserved for allowances – but in ‘estimating’ 
them, a distinction which is still of importance. 

Although one realizes what sub-paragraph 
10 (1) is trying to do, its terms are unnecessarily 
vague and may in practice produce results 
undreamt of by its authors. 


Infra-partnership Sales and Gifts 
By virtue of paragraph ro (2) which is conse- 
quential upon paragraph 10 (1) dealt with above, 
the sale or gift of plant by one partner to another, 
when the plant continues to be used in the firm 
is not to be treated as an event which can give 
rise to a balancing allowance or charge. Here 
again there is no limitation to events following 
the commencement of the Act and the subpara- 
graph is subject to the same exceptions as were 
described above in relation to paragraph ro (1). 
Paragraph 10 (1) keeps the law relating to 
balancing allowances and charges in line with 
the treatment of partnerships as single entities 
for the purpose of assessing their profits to 

income-tax. | 


Shares in Plant И 

Paragraph ii is another provision whose origin 
can be traced to the decision in the group of 
cases known as C.J.R. v. West and others ([1950] 
31 T.C. 402; 29 A.T.C. 217). It provides that 
the provisions relating to allowances and balanc- 
ing charges on plant and machinery shall apply 
in relation to a share in plant as they apply in 
relation to a part of plant. The share is to be 
deemed to be used for the purposes of the trade 
etc. so long as, but only so long as, the plant 
itself is so used. 

In the case referred to, a partner in a fishing 
partnership who was also part owner of the 
partnership fishing vessel, sold his share of the 
vessel. The Inland Revenue sought to impose a 
balancing charge in respect of the sale but the 
Court of Session held, again unanimously, that 
the sale of a share in plant was not the sale of 
plant. Paragraph ir, which in effect reverses 
this decision, is not confined to sales made 
after the commencement of the Act. 
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INVESTIGATIONS FOR FINANCE. 


(Contributed) i 


The author considers the principal points involved in the preparation of reports 
with a view to the provision of finance. 


Reasons for an Investigation 


rather quickly, and that is why the auditor, who 
is already familiar with the details, is in a better 


aly called upon to make investigations of position to deal with them suitably. 


"Р accountants аге occasion- 


the affairs of a business or person for a 


The preliminary work can, however, be made 


variety of purposes. Among the most frequcnt—’ mnfanageablesif | a isa: idea is formed beforehand 


instances is that where-a client is in touch with 
a financial institution ‘with a view to the provision 
of a substantial amount of capital: The capital 
will probably be required for an extension of the 
business, or to consolidate an extension which 
has already taken place. The object of such an 
investigation, so far as the accountant is con- 
cerned, is the preparation of a report, which, 
while it should be as brief as possible, will give 
the potential investor a complete picture of the 
financial position, the purposes for which new 
capital is required, future prospects and so on. 


Preliminary Considerations: Factual 
Information 

As a matter of form, the report is frequently 
addressed to the management of the business 
which forms its subject-matter, but the report 
must be so drafted as to be intelligible to anyone 
without previous knowledge of the business. It 
is at once apparent that the drafting calls for the 
exercise of judgment. To some extent, the report 
will deal with purely factual information, such as 
past results and the latest financial position, 
while again to some extent, the accountant will 
be in the position of expressing opinions on 
various matters. 

The method of presentation and the opinions 
expressed will depend on the view taken by the 
accountant of the business and of the proposed 
investment. The chances are that the potential 
investor will rely heavily on the opinions ex- 
pressed in the report and will be considerably 
influenced by its general tenor. ` 


When Investigating Accountant not the 
Auditor 
If the investigating accountant is not also the 
auditor of the business concerned, his approach 
to the facts will be more stringent than would 
otherwise be the case. He will have to con- 
sider to what extent the accounts presented to 
him can ђе“ accepted, and "if accepted what 
adjustments are needed to any of the items. 
Normally, the-préliminary work has to be done 


of just what i ation is required, and of the 
detailed subject Tedas of the report. Almost 
the first step, therefore, after an idea has been 
obtained of what is involved, is to begin to think 
in terms of what the report will eventually", 
contain. 



























The Form of the Report 
In the usual type of case, the report will set out 
a brief history of the business concerned, of its 
latest financial position and its results over a 
representative number of years, arrived at from 
the accounts, with suitable adjustments. 

Since the value and prospects of a business 
depend to a great extent on the management, 
the report should contain a summary of the 
management structure, ie. the functions and 
qualifications of the principal executives, and- 
possibly comments as to their ages, and whether 
any younger men of suitable calibre are being 
trained to take their places in the future. | 

The report should also contain a description of 
the business, the products dealt in or manufac- 
tured, the technical processes involved and future 
prospects of marketing. This is frequently the 
most difficult part of an investigation, since the 
accountant is rarely sufficiently acquainted with 
the trade to write this part of the report from his, 
own knowledge. It is necessary, therefore, to 
obtain the information from the client, and to 
verify it with whatever evidence (such as trends 
shown by the accounts) might be available. 


Future Prospects: Competing Firms 
As regards future prospects, inquiries as to the 
reasons for exceptionally good or bad results in 
the past or large variations in stocks sometimes 
bring to light helpful facts, as do inquiries about 
the identities and relative sizes of competing 
firms. If some of the competing firms are public 
companies, an inspection of their accounts may- 
show whether the business which is being 
investigated has tended to share in the general 
experience of the trade or whether it shows 
deviations due to its own special position or 
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qualities. However much care is devoted to this 
part of the investigation, the report will have to 
deal with the facts brought out in a somewhat 
non-committal way. 


The Capital Required 

Of the greatest importance is that. part of the 
report which deals with the amount of capital 
required. The management usually has ideas of 
its own on this subject; frequently these are 
found to be optimistic even as to the capital 
expenditure which is envisaged, and the estimate 
(if any) of the working capital required to sustain 
the trade at the enhanced level is often based on 

little more than a guess. 
As to the capital expenditure required for the 
_ scheme, the accountant will again be dependent 
on the technical information supplied to him. 
Where this includes details of the proposed 
buildings and equipment with, say, bills of 
quantities or manufacturers’ quotations, his task 
will be correspondingly easier. Where architects 
or consulting engineers are being employed, it 
is possible to obtain their opinions, as independ- 
ent experts, and to convey their substance in 

the report. 

It is perhaps obvious that inquiries should be 
directed to the point whether the premises 
and/or equipment will provide the capacity on 

-which the future profit estimate is based. 


Working Capital: Important Factors 

< On the subject of working capital requirements, 
which are nearly always difficult to calculate, 
inquiries will be necessary as to the average 
expected stock of raw materials, work in pro- 
gress and finished goods, the expected turnover 
and credit period allowed and the expected level 
of purchases and credit period obtained. In this 
connexion, seasonal trade fluctuations will be 

^an important factor, and where raw materials 
are imported, they may have to be purchased 
from a Government department, in which case 

| there will be little or no credit allowed, or if 
privately imported, the materials may have to 
be paid for while they are still in transit; in either 
case the working capital requirements are 
increased. 

On the other hand, accruing profits and the 
fact that income-tax on a given year's profit may 
not be payable until as much as twenty-one 
months after the year-end, make a contribution 
towards the capital requirements. Where a 
‘business is one which is responsible for charging 
purchase tax, which is paid over quarterly but 
collected from customers at more frequent 
intervals, this tax has the effect of providing 
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temporary working capital but it is generally 
unsafe to rely on this factor to any extent. 


Conclusions and Expressions of Opinion 
The conclusions of a report of this nature con- 
sist normally of expressions of opinion on the 
following points: 

(1) The amount of capital required. 

(2) The net asset cover for any new capital 

introduced. 

(3) The additional profit expected to be ob- 
tained from the planned extension. 

(4) The best method, from the point of view 
of the business, of raising the required 
finance, e.g. the contrasting merits of an 
issue of shares, or a loan, secured or other- 
wise; this will involve considerations of 
taxation, and of the existing capital struc- 
ture, which may need revision. 

(5) Whether the accounting and costing pro- 
cedures of the business and its system of 
financial control are adequate for its size, 
so as to reassure the potential investor as 
to the efficiency with which his money will 
be administered. 

As regards (3) above, the accountant must 
make some comment, however hedged about 
with reservations regarding unforeseen circum- 
stances, if his report is to serve a practical pur- 


` pose. In this connexion it is necessary to re- 


member that where the proposed finance is 
merely intended to provide permanent capital in 
the place of (say) bank overdrafts, the latter 
having been used to finance extensions in the 
past, the additional profit to be expected may be 
small. It may be confined to the saving of the 
bank interest. 

It is suggested that throughout the report, the 
approach should be an impartial one, i.e. it 
should neither overstate the prospects of the 
business nor be too pessimistic as to its future. 
Whether the report is being written on the 
instructions of the intending borrower or the 
intending investor, it should state fairly the 
advantages or disadvantages to either party of 
any particular course of action. This approach 
will help greatly in terms of confidence engen- 
dered, if the accountant is called upon to 
represent one party or the other in subsequent 
negotiations. 

Reports such as these invariably take up much 
time and effort in their preparation, but they 
belong, in the writer's opinion, to some of the 
most interesting work of public practice, and are 
accordingly well worth any trouble taken over 
them. 
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THE ACCOUNTANT IN PRACTICE 
AND IN PUBLIC SERVICE 


by T. COLEMAN ANDREWS, C.P.A. 
The Virginia Society of Public Accountants (United States of America) 


We reproduce below another of the eight papers on this subject written for 

the Sixth International Congress on Accounting and considered by the Congress 

on June 18th, 1952. The rapporteur’s summary of all the papers and a report 

of the ensuing discussion were published in our issue of June 28th, 1952, 

at pages 674-678. Lack of space prevents our reproducing all the papers on this 

subject; that of Mr G. F. Saunders, F.C.A., appeared in our issues of July 5th and 
13th last. 


accounting practice in the United States that the 
source of the practitioner’s А status 
there be clearly understood. 

Contrary to the situation here in the country of 
our hosts, where an accountant gets his professional 
recognition from the profession itself, it is traditional 
in the United States that public practice of accounting 
is deemed to be an activity affected with the public 
interest and, therefore, a proper subject of state 
regulation. Hence, those who engage in public 
accounting practice get their recognition from one 
of the forty-eight states, the District of Columbia, 
or one of the territories or insular possessions. In 
other words, the public practitioners in my country 
are "certified" pursuant to law. 

The common title of the.public practitioner is 
‘Certified Public Accountant’. 
states there is another class known simply as ‘Public 
Accountants’, In both cases, however, the designation 
is a legal one. 

In -general, the designation ‘Certified Public 
Accountant’ has been granted only to those who 
have taken a written test of their knowledge of 
accounting theory, accounting practice, auditing, and 
commercial law, although a few states include one 
or more other subjects. 

To explain generally how there came to be two 
designations, I will illustrate by reviewing the situa- 
tion in my own State of Virginia, which is fairly 
typical. 

Virginia first adopted legislation regulating public 
practice of accounting in 1910. This legislation pro- 
vided that those who satisfied its requirements 
would be designated ‘Certified Public Accountants’, 
but since there were no certified public accountants 
prior to that time, the initial legislation waived the 
examination for those who were deemed to be 
qualified. by experience. Hence, the first Virginia 
C.P.A.s received what we call waiver certificates. 
These certificates were unqualified and entitled those 

who held them to full recognition as certified public 
accountants. The certificates initially issued by most 
of the states. were waiver certificates. 

It might be of interest to note in passing that each 
of the members of Virginia’s first Board of Account- 


ЈЕ is essential to accurate ТРЕТА of public 


ancy voluntarily submitted to examination by the 


However, in some’ 


other members. Thereafter, only ‘those who took 
and satisfactorily passed written examinations’ were 
to receive the right to call themselves certified public 
accountants, and the Virginia State Board of Account- 
ancy, which had been created by the Accountancy 
Act, was charged with giving the annual examinations 
and otherwise administering the Act. This initial law 
did not prevent anyone from practising public 
accounting. It only prohibited anyone from calling 
himself a certified public accountant if he had not 
acquired the right to do so as provided by the law. 

This procedure prevailed until 1926, when strong 
protest was made to the General Assembly of the 
Commonwealth by the uncertified practitioners that 
their ability to earn a livelihood was seriously im- 
paired by their lack of legislative recognition. The 
Accountancy Act was then changed to what is 
commonly called in my country ‘two-class legisla- | 
tion’, Under the revised Act those uncertified prac- 
titioners who were engaged in practice at the time of 
the revision were recognized and registered as ‘public 
accountants’, but the revised Act closed the door to 
future registrations and also limited practice there- 
after to those holding C.P.A. certificates and those 
registered as public accountants, Thus the uncertified 
practitioner became what we call a ‘dying class’ and 
the way was cleared for ultimate restriction of 
practice to those holding C.P.A. certificates. Hence, 
while Virginia presently has two-class legislation, 
this legislation will in time become. one-class 
legislation. 

At the time of the revision, about sixty practitioners 
were registered as public accountants. Since then, 
many of these have passed the examination and 
become certified, some have died, and others have 
retired from practice, so that at the present time 
only a few public accountants are registered and 
practising. Virginia, therefore, is approaching the 
time when all of its practitioners will be C.P.A.s. 

So much for the difference generally between 
certified public accountants and public accountants, 
except to say that some states recognize public 
accountants as a continuing class. 

For several years the examination has been uniform 
in all but one of the fifty-odd state and other jurisdic- 
tions and is taken at the same time in each of these 
jurisdictions. The one state which holds its own 


-September 27th, 1952 


examination has been unable to adopt the uniform 
examination because of a difficulty presented by this 
state's accountancy law. It is expected, however, 
that this difficulty will be overcome shortly and that 
this state will adopt the uniform examination, so 
making its use universal. 

It should be pointed out, however, that since 
public practice of accounting is regulated by state 
law, each state, the District of Columbia, and each 
of the territories and insular possessions has its own 
Board of Accountancy and the decision of each of 
these boards is final as to whether a candidate who 
appears before it satisfactorily passes the examina- 
tion that he or she takes, subject to appeal, in some 
States, to the courts of those states. The uniform 
examination is prepared under the direction of the 
Board of Examiners of the American Institute of 
Accountants, and is held in each of the fifty-odd 
jurisdictions in the fall and in some of them also in 
the spring. In general, each applicant for the C.P.A. 
certificate files with the Board of Accountancy of the 
jurisdiction in which he resides, but ће laws of some 
states permit examination and certification of appli- 
cants from other states. 


History and Growth of the Profession 

As is generally known, the origin of public accounting 
in the United States was British. The investment of 
British funds in American enterprise was consider- 
able in the last half of the nineteenth century and the 
British practitioners followed Britisa capital. This, 
together with the obviously favourzble outlook for 
accounting practice in the States, naturally led to 
the establishment of offices in the United States by 
the leading British firms. 

However, it was not long before our own people 
began to develop an interest in practice and to 
establish offices, and in 1896 the lezislature of the 
State of New York enacted the first accountancy law. 

" Schools for the giving of courses in accounting soon 
came into being, the teaching of accounting quickly 
developed into quite a profession itszlf, and one by 
one the state legislatures enacted accountancy laws. 
By 1921 such laws had been enacted by all the states. 
However, as recently as 1920 there were only 5,000 
certified public accountants in the entire country. 
But from that point on the number inzreased rapidly. 
By 1940 there were 17,500. By 1048 there were 
35,000. Today there are close to 42,020. 


Organization of the Profession 


The organization of the profession starts at the state 
level, each state having its own state society, institute 
or association; in recent years many of the state 
organizations have also organized local chapters. To 
illustrate, the Virginia Society of Public Accountants 
bas chapters at Richmond, the capital city of the 
Commonwealth; in the Arlington-Alexandria area, 
across the river from the nation's capital; in the 
Hampton Roads area, embracing the cities of Norfolk, 
Portsmouth and Newport News; in the south-western 
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part of the state, with headquarters at Roanoke; 
and in the upper Piedmont section, at Charlottesville, 
where the State University is situated. 

'The membership of the state societies varies from 
less than a hundred in the states of relatively small 
population to several thousand in the states having 
large populations. The New York State Society, for 
instance, has more than 6,000 members. 

Nationally, the organization of the profession 
follows to some extent the pattern of the organiza- 
tion of the government of the United States, in that 
each of the state organizations is autonomous. The 
American Institute of Accountants, which is the 
national organization, co-operates closely with the 
state organizations and maintains continuous liaison 
with them, but it does not attempt to control them, 
In other words, the state organizations as such 
are not members of the Institute. Indeed, not all of 
their members are. Membership in the American 
Institute and the state societies is open only to 
individuals. 

. In general, membership in the American Institute 
of Accountants is open to all holders of C.P.A. 
certificates who are in good standing in their re- 
spective states. The Institute is governed by a 
Council consisting of seventy-two members chosen 
from the states generally on the basis of the distribu- 
tion of the Institute's membership; nine members 
at large; the past-presidents of the American Associa- 
tion of Public Accountants (which was the former 
name of the American Institute); the past-presidents 
of the American Society of Certified Public Account- 
ants (which merged with the American Institute in 
1936); and the presidents of the state societies. The 
Council holds an annual meeting and a spring meet- 
ing, the annua] meeting at the same time as the annual 
membership meeting, and the spring meeting usually 
in late April or early May. | 
- To facilitate the work of the Council, there is an 
Executive Committee which consists of the officers – 
President, four Vice-Presidents and Treasurer — and 
seven members of the Council. The Executive Com- 
mittee meets as often as the volume or urgency of 
matters calling for its attention requires. Usually 
there are five or six meetings a year. 

The membership of the American Institute, at 
present is just a little short of 19,000, and because of 
the Institute's over-all representation of the profes- 
sion and its consequent ability to finance the greatest 
possible scope of activities, it has taken the lead in 
dealing with matters which, for the sake of uniformity, 
or for other reasons, can be best dealt with at the 
national level, such as research; formalization of 
accounting and auditing procedures; public rela- 
tions; co-operation with bankers, lawyers and the 
Securities and Exchange Commission; and the role 
of the certified public accountant in federal taxation 
and national defence. That is not to say that import- 
ant and effective activity is not engaged in with 
respect to these matters by the state societies. A 
number of the state societies do, in fact, engage in 
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activities which are closely parallel to those of the 
American Institute. 

Then, as previously indicated, the role of the 
American Institute in the matter of developing and 
making available the uniform examinations, and in 
grading the candidates papers when requested to do 
so, is of itself a major undertaking. This work is 
carried on under the direction of a group known as 
the Board of Examiners and involves the employ- 
ment of a staff of considerable proportions. 

The American Institute also concerns itself ex- 
tensively with the matter of education for the profes- 
sion, and in this field not only combines with the 
teachers of accounting and their respective institu- 
tions to improve the choice of academic subject- 
matter and the organization of courses, but also seeks 
to develop positive means of identifying the out- 
standing characteristics of accountants and discover- 
ing those who have these characteristics, and of 
checking the progress of students and helping them 
find satisfactory employment upon completion of 
their studies. The programme of finding positive 
tests of accounting aptitude, checking the progress 
of students, and nding employment for graduates 
has been intensively carried out and has resulted in 

'great benefit to the profession as well as to students. 

'The American lnstitute is mindful that, since 
membership in it is individual, it has a clear obliga- 
tion to do whatever it can to improve the material 
status of its individual members. In pursuance of 
this obligation, the Institute has made available to 
its members opportunity to participate in a group 
insurance plan, under which coverage is available up 
to the amount of $10,000. This opportunity is 
extended not only to the Institute's members but 
also to its members’ employees, even those who may 
not be members of the Institute. At the end of 1951 
a total of 1,232 firms were participating in this plan 
with 8,031 persons covered and $41,606,000 of 
insurance in force. 


Other Organizations 

In addition to the American Institute of Accountants, 
there are other organizations which provide focal 
points of activity for accountants not engaged in 
public practice, although the membership of each 
of these organizations includes many public prac- 
titioners. Withou: any implication as to relative rank, 
these organizations are: American Accounting Asso- 
ciation, Controllers’ Institute of America, National 
Association of Cost Accountants. 

The American Accounting Association is the 
national organization of teachers of accounting. 

The Controllers’ Institute of America is the 
national organizztion of the controllers and finance 
officers of the nation’s enterprises. 

The- National Association of Cost Accountants is 
the national organization of cost accountants and 
those who are primarily interested in cost accounting. 

Both the Controllers’ Institute of America and the 
National Association of Cost Accountants have great 
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numbers of local chapters which, in each case, are 
directly affiliated with the national organization. 

At the end of 1951, the approximate memberships 
of these three organizations were: American Account- 
ing Association, 4,000; Controllers’ Institute of 
America, 3,600; National Association of Cost 
Accountants, 25,000. 


Education for the Profession 


In the early days of the profession in my country, 
the principal source of education for the profession 
seems to have been the correspondence school; that 
is, the school which operates from a central location, 
enrolls students throughout the country, distributes 
its text material to its students by mail, requires the 
students to submit written examinations, and grades 
the papers submitted at the central headquarters. 
These schools have made a great contribution to the 
advancement of the profession. 

Later the colleges and universities put in courses, 
often, in the early days, integrating these courses with 
their schools of economics, though sometimes inte- 
grating them with their schools of liberal arts. More 
recently, there has been a strong trend at the college 
and university level toward the establishment of 
schools of business administration and the integra- 
tion of instruction in accounting with these schools. 
There already are many such schools. 

In recent years, based upon the theory that modern 
conditions require that an accountant should have 
something more than a mere vocational education, 
there has been a strong trend toward the requirement 
that accounting students precede their specialized 
study of accounting with some period of basic instruc- 
tion in the liberal arts, usually for two years. This 
theory has much to recommend it and it has strong 
advocates. 

If I were to hazard a guess, I would say that this 
pattern of preparation will in time become the pre- 
vailing one. At any rate, from my own observations 
and experience with staff personnel, and judging from. 
opinions expressed to me by many of my colleagues, 
I would say that the beginner in the profession who 
based his study of accounting and related subjects 
upon a foundation of at least two years of liberal arts 
education comes to the profession with superior 
preparation. Such an entrant has the best chance of 
progressing rapidly and of developing the compre- 
hensive understanding of economic affairs which is 
rapidly coming to be expected of professional 
practitioners. 

I have no exact data on the subject, but a very 
large proportion of the colleges and universities of 
the country now offer varying degrees of instruction 
appropriate for those who desire to make a career of 
accounting. 

Following World War II, the country embarked 
upon an extensive programme of education for ex- 
servicemen, and some idea of the popularity of 
business administration and accounting can be 
gained from the fact that I am told that the number 
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of G.Ls who enrolled as business administration and 
accounting students was greater than the number 
enrolled for any other course. One wo.ild have thought 
that this would have flooded the accounting profes- 
sion with a surplus of talent, but it didn’t. The G.I. 
programme has about run out, but in spite of the 
number of accounting graduates turned out under 
this programme, and in spite of tre fact that the 
business and accounting schools still are experiencing 
heavy enrolments, there continues to be a very con- 
siderable shortage of personnel trained for the profes- 
sion. This condition undoubtedly is largely attribut- 
able to the high level of economic activity which has 
resulted from the current defence srogramme, but 
the demand for accounting personnel continues to 
grow, and the time when balance between demand 
and supply will be reached is not ye: in sight. 


Factors Contributing to the Growth of 
Public Accounting Practice 

Public practitioners and laymen alike are inclined to 
ascribe the growth of public acceunting practice 
largely to adoption by my countr- of income-tax 
legislation. 'The first federal tax based upon income 
was passed in 1909, but we did not get down to 
income taxation in its present form antil March ist, 
1913. It cannot be denied that the adoption of the 
income-tax and the almost annual extension of the 
base of this tax created expandiag demand for 
accounting services, and it is a fact, 5f course, that a 
good portion of every practitioner's time is devoted 
to engagements directly or indirectly related to the 
income-tax. However, I think that the influence of 
this tax has been greatly overstated. 

It is my opinion that fundamentally the profes- 
sion's almost phenomenal growth Las been due to 
the intensive development of naturel resources and 
the equally intensive extension of ir.dustrial activity 
which has characterized the economr of my country, 
especially since the turn of the century. It seems to 
me that this becomes crystal clear waen one stops to 
recall the number of our major industries which 
have come into being during the last forty years and 
the proportions of the contribution of these industries 
to our gross national product. 

These industries include such g.ants as electric 
power; electrical equipment and appliances; the 
automobile; truck transportation; radio; industrial 
chemistry; plastics; rayon; motion pictures; the 
aeroplane; air transportation; frozen food; television; 
and synthetic rubber – not to menticn the enormous 
expansion that has taken place in the production of 
metals, notably steel, copper and aluminium. А good 
idea of the country's industrial zrowth can be 
obtained from the fact that its productive capacity 
has been far more than doubled sirce 1939. It was 
increased about go per cent in the three-year period 
from 1949 to 1951 alone. 

The automobile industry alone directly and 
indirectly affords employment to 9 million workers, 
or about one-seventh of the country’s entire labour 
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force. The trucking industry, which carries 80 per 
cent of all the country’s inter-state passengers, trans- 
ports more than 50 per cent of all workers to their 
jobs, carries go per cent of all the nation’s food to 
market, and hauls 75 per cent of all general freight, 
employs more people than all other forms of trans- 
portation combined. 

Fundamentally, therefore, while such developments 
as income taxation, bankruptcy legislation, the con- 
trol of security exchanges and the issuing of securities, 
the regulation of public utility rates, and economic 
controls generally, each has created a large demand 
for accounting services, the main driving force 
behind the growth of the accounting profession 
undoubtedly has been the unparalleled expansion of 
industry. 


Types of Engagements Undertaken by 
Public Accountants 


The backlog of every practitioner's concern is auditing 
of the books of the country's enterprises and institu- 
tions. This is heavily supplemented by tax practice 
and by engagements involving the installation or 
revision of accounting systems and procedures. I 
would say, however, that these other engagements, 
though many of them are highlv important and call 
for the very highest level of technical judgment and 
skill, still rank second, even in the aggregate, to 
auditing. 

'There has been a recent development, however, 
that should not be overlooked. The growing com- 
plexity of our economic structure, and the burden 
of complying with an ever-increasing number of 
government regulations designed to control economic 
activity, and the exceptional manner in which the 
public practitioner has met the challenges of practice, 
naturally have caused clients to look to their certified 
public accountants for assistance in solving a growing 
list of problems not originally deemed to be within 
the scope of the public practitioner's training and 
experience. 

Over the years, business management has found 
it increasingly difficult to keep costs and expenses 
down to the point where there would be a reasonable 
return on investment after the payment of taxes. 
More and more management has turned to the certi- 
fied public accountant for heip in meeting. this 
problem. Às a consequence, many accounting firms 
have established divisions of their practices to render 
this kind of service; and be it said to their credit 
that they have in many situations distinguished them- 
selves highly in this field. 

This development is growing and undoubtedly will 
grow to larger and larger proportions as the years 
go by, and the certified public accountant will find 
himself not only an accountant and auditor but also 
something akin to a business doctor. This is inevit- 
able, because it is a natural evolution. The con- 
stantly broadening base of the public practitioner's 
academic training and experience make it so. 
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Literature of the Profession 

The most widely ‘distributed publication of the 
profession is the Journal of Accountancy, which is 
published by the American Institute of Accountants. 
Its present circulation is approximately 67,500. It 
goes to every member of the American Institute as a 
part of his membership fee. Thus you will see that 
there is a circulation of close to 50,000 among others. 
The other subscribers include, for the most part, 
business executives, treasurers, controllers and 
educators. 

The American Institute also sponsors from time 
to time books and other publications on various 
phases of accounting, one of the most widely circu- 
lated of which is the annual publication entitled 
Accounting Trends and Techniques. This is an annual 
survey by the Institute’s Research Department of 
the published annval reports of corporations. In it 
are particularly analysed and reported the handling 
of various elements of corporate financial statements, 
thus pointing out what is being done in practice about 
the problems of accounting with which business and 
the profession, particularly the Institute's Committee 
on Áccounting Procedure and Auditing Procedure, 
are especially concerned. 

Specific technical problems are dealt with from 
time to time by the Institute's Committee on Account- 
ing Procedure and its Committee on Auditing Pro- 
cedure, After being thoroughly discussed and re- 
viewed, not only by the respective Institute com- 
mittees but also by other interested parties and 
organizations, these problems are reported in the 
form of Accounting Research Bulletins by the Com- 
mittee on Accounting Procedure and in the form of 
Statements on Auditing Procedure by the Committee 
on Auditing Procedure. Up to this time, forty-one 
Accounting Research Bulletins and twenty-four 
Statements of Auditing Proceduré have been issued. 
These statements and bulletins go to all members of 
the American Institute without charge and. are avail- 
able to other interested persons at nominal prices. 

At the moment, the American Institute is engaged 
in the writing and compiling of what will be called 
the Manual of Accounting Practice. This-is perhaps 
the most ambitious single publication yet undertaken 
by the Institute and will provide for its members 
information written by carefully chosen authors 
concerning every phase of public practice. It un- 
doubtedly will constitute the most valuable of all 
the many aids to its members that the Institute thus 
far has developed. 

In addition to the publications of the Institute, 
many of the state societies publish monthly or 
quarterly reviews of accounting papers and, of 
course, a great many original papers as well. 

Another valuable publication is the Accounting 
Review, which is published monthly by the American 
Accounting Association. This publication is turned 
out primarily for the benefit of that Association's 
members, many of whom are members of the 
American Institute of Accountants, but, like the 
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journal of Accountancy, it also enjoys substantial 
circulation among business executives, treasurers, 
controllers and others. 

Further, both the Controllers’ Institute of America 
and the National Association of Cost Accountants 
put out regular publications dealing primarily with 
matters of particular interest to their members, 
many of whom, again, are members of the American 
Institute of Accountants. Finally never a month 
goes by without independently published books on 
some phase of accounting, auditing, taxes and other 
subjects of interest to the profession. Altogether, 
therefore, the literature of the profession in my 
country is prodigious, to say the least. 


Staff Training 


'There has not been, so far as I know, any nation- 
wide, or even any state-wide, survey and report on 
the extent to which staff training is conducted, the 
kind of training given and the manner in which it is 
given. However, Í have discussed this problem with a 
great many of my colleagues, and I believe that 1 
can make a fairly accurate statement concerning it. 

First, I would say that there is hardly a practitioner 
in my country who does not recognize the need for 
staff training, not only as affording the best assurance 
of establishing and maintaining the highest possible 
level of competence but also, particularly at this 
time, as the best possible means of getting beginners 
up to an adequate level of earnings as rapidly as 
possible. This is especially important right now, 
because public practice has been traditionally the 
training camp from which private industry has drawn 
much of its accounting personnel. With taxes at 
their present levels, with the supply of accounting 
personnel almost acutely short of demand and with 
salaries subject to strict control, the public account- 
ing profession recently has become the victim of 
extensive pirating of its personnel by private industry. 

Notwithstanding the fact that beginners generally 
now start in the profession with increasingly better 
academic training, everyone agrees, including the 
educators, that there is no substitute for experience. -, 
Even the best apprenticeship training during the 
course of a student's academic work (which is being 
tried. with varying degrees of success, but which is 
growing) is not now, and is not likely to become, a 
complete substitute for experience. Consequently, 
the progressive firm must do everything practicable 
to hasten acquisition of experience by its junior staff 
members. Staff training, therefore, is essentially an 
effort to accelerate the beginner’s progress. 

Such training varies all the way from relying 
upon juniors to get the most out of the engagements 
to which they are assigned, supplemented by study of 
current papers and articles, to carefully conceived 
programmes of study and instruction. 

For obvious reasons, the extent of in-service 
training usually is in proportion to the size of the 
practice enjoyed by the beginner’s employer or 
employers and to his employer’s attitude concerning 
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his-or their responsibility for the progress of staff 
members. Some firms, particularly the larger ones, 
give the instruction themselves. Others arrange to 
have their staff members attend available extra- 
curricular classes. Still others, of course, do nothing 
at all. Some of the larger firms go so far as to put a 
beginner, regardless of his academic training, through 
a considerable period of instruction before he is 
assigned to his first engagement. 

There is no question but tkat staff training is 
destiged, probably very soon, to be extended far 
beyond its present proportions. In my opinion, this 
is going to be necessary if the growing firms are to 
have any hope of keeping the sizes of their staffs 
equal to the demand for their services. Indeed, I 
will go even further and venture the opinion that if 
this is not done, if beginners are not more quickly 
brought to the point where higher charges can be 
made for their time and skill, with consequent 
acceleration of salary increases, the time soon will 
come, if our economy continues to expand as it has 
іл recent years, when there will not be any but part- 
ners left to render the services required by the 
profession's clients. If this happens, reduction in the 
size of some firms and increase in the number of 
so-called small practitioners will be inevitable. 

Personally, I should regard this eventuality as 
being not only unfortunate but also highly undesir- 
able from the standpoints of clients, practitioners 
and staff members, all three, for the simple reason 
that the present demand for the services of public 
accounting firms 1s so varied that it is next to impos- 
sible for an individual practitioner without a fairly 
numerous staff to render satisfactorily all the differ- 
ent kinds of services now expected of certified public 
accountants. I do not think it would be good for the 
profession, for those who require the professions' 
services, or for staff members for practice to become 
highly specialized. I believe that if this happens we 
would find ourselves in the position that the medical 
profession has reached in my country, where the 
gradual disappearance of the general practitioner is 
regarded as a serious problem. 

"This is not to say that a certain amount of specializ- 
ation is not desirable, for such a position could not 
be justified. However, there is such a thing as over- 
specialization, and in my opinion that is more 
undesirable than no specialization at all. 


Professional Ethics 


The recognized authority on ethics in the public 
accounting profession in the United States is the 
Executive Director of the American Institute of 
Accountants, Mr John L. Carey, who is here at this 
congress. In 1946, the American Institute published 
a book on ethics written by Mr Carey and entitled 
Professional Ethics of Public Accounting. Prior to and 
since that time, Mr Carey has spoken extensively on 
ethics. Mr Carey believes, as I do, that no profession 
in our country has a higher code of ethics than the 
public accounting profession and that the members 
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of no profession are more faithful in their compliance 
with the rules that they voluntarily have adopted to 
control their conduct towards the public and them- 
selves. 

In a paper read at the Second Inter-American 
Accounting Conference at Mexico City in November 
1951, Mr Carey classified and reviewed the rules of 
ethics that generally prevail in the United States. In 
this address Mr Carey divided the rules of ethics 
into three categories: first, those that are designed 
to assure and preserve independence and impartiality 
on the part of the public practitioners; second, those 
that are designed to safeguard the legitimate interests 
of clients of the profession; and, third, those that are 
designed to guide the members of the profession in 
their relations with each other. 

As to the first category, Mr Carey said: | 


_ 5. . . the most important rule in a code of ethics for 
the public accounting professicn should be a rule 
that serves as a guide to right action to the profes- 
sional accountant in preserving his independence 
and impartiality and at the same time as a declara- 
tion to the public that he will not place himself in 
positions in which his independence is liable to be 

. impaired. 

‘Such а rule may be broken down into several 

parts covering the following points: 

(1) The professional accountant acting as an 
independent auditor accepts the obligation of 
maintaining independent and impartial judg- 
ment in his examination of accounts and in 
expressing his opinion.on financial statements. 

(2) He will disclose all material facts which he dis- 
covers that have a bearing on the financial 
position or the results of operations. 

(3) He will conduct his examination of accounts 
in accordance with generally accepted auditing 

: procedures and not express an opinion on 
financial statements unless he has made an 
adequate examination. 

(4) He will not have any substantial financial 
interest in the affairs of a company on whose 
financial statements he is reporting without 
fully disclosing that interest. 

(s) He will not render an opinion on financial 
statements under circumstances in which the 
amount of his fee depends on the successful 
outcome of any venture in which those 
financial statements may play a part, such as 
the issuance of securities. 

(6) He will not engage in any other occupation 
simultaneously with the practice of public 
accounting which might impair his impartiality 
or objectivity in reporting on financial state- 
ments.’ 


As to the second category, Mr Carey said: 


€ 


. . . the second most important rule of a code of 
professional ethics for the accounting profession is 
a rule designed to safeguard the legitimate interests 
of clients of members of the profession. 

: "This rule may be broken down into parts to 
cover the following points: 
(1) A practitioner will not violate. the confidential 

relationship between himself and his client. 

(2) He will not exploit his professional relation- 
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ship with the client by accepting commissions, 
brokerages or other compensation from sup- 
pliers whose products or services he may 
influence the client to purchase. 

(3) He will not seek to shield himself behind the 
corporate form of organization, but will con- 
duct his practice as an individual or member of 
a partnership. 

(4) He will not allow others to practise in his name 
unless they are in partnership with him or in 
his employ as an accredited member of the 
profession and thus subject to his control and 
supervision. Likewise, he will not sign his 
name to reports on financial statements which 
have been prepared by others who are not in 
his employ or in partnership with him or 
who, as his representative, are not accredited 
members of his profession who accept re- 
sponsibility to him.’ 

As to the third category, Mr Carey said: 

“. . . the third most important rule in a code of 

professional ethics for the public accounting profes- 

sion is a rule to serve as a guide to right action in 
relations of the practitioner with his colleagues and 
with his profession as a whole. | 

‘Such а rule might be broken into parts covering 

the following points: 

(1) The professional public accountant will not 
advertise his professional attainments or ser- 
vices, except aS appropriate announcements 
may be permitted by the rules of his society. 

(2) He will not solicit the clients or encroach 
upon the practice of another professional 
accountant, although he may properly respond 
to any request for service and advice which 
comes without solicitation. 

(3) He shall not offer employment to an employee 
of another public accountant without first 
informing that accountant, although he may 
properly employ anyone who of his own 
initiative applies for such employment.’ 

Mr Carey then pointed out that his paper was not 
intended as an outline of ‘a complete code of profes- 
sional ethics for the accounting profession, but only 
to suggest the fundamental rules which it is believed 
should be an essential part of any such code. There 
are many other aspects of professional accounting 
practice on which rules or precepts might usefully be 
written, but the ones mentioned here, in my opinion, 
are basic and indispensable.’ 

Finally, Mr Carey concluded: ‘All the points I 
have mentioned in this paper are now covered, 
explicitly or implicitly, in the rules of the American 
Institute as well as some other points which do not 
seem sufficiently fundamental to warrant considera- 
tion at this time’, reminding his audience that ‘these 
rules were not all put into effect at one time but have 
been developed over a long period of time out of the 
experience of the membership’ and suggesting the 
certainty that ‘they will undoubtedly be modified 
and elaborated further in the future as additional 
experience may indicate desirable changes’. 

Such rules have been adopted by ‘all the state 
societies, institutes and associations. In some states, 
the rules of professional ethics have been written 
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into the accountancy laws, either specifically or by 
reference. 

The American Institute enforces its rules con- 
tinually through its Committee on Professional 
Ethics, which receives and considers complaints of 
violations and refers to a trial board those complaints 
that require disciplinary action. The trial board may 
admonish, suspend or expel a member who is found 
guilty after a hearing of the charges made against 
him. Somewhat the same procedure is followed in 
one form or another by the state organizations. 


Some Current Problems 


This paper would not be complete without some 
reference to at least two problems that currently 
confront the profession in the United States: first, the 
question whether it is desirable to define accounting 
practice; and, second, the question whether those 
who do not intend to engage in the practice of public 
accounting should be given C.P.A. certificates. 

The first of these questions has been plaguing the 
profession for years. The second is only beginning to 
emerge. As to each of them, I desire to make it clear 
that what I shall say concerning it must be regarded 
as indicating my own thoughts alone and should not 
be regarded as indicative of any opinion or con- 
clusion by the American Institute or of any state 
organization. 

For several years, there has been a growing insist- 
ence by certain members of the Bar that certified 
public accountants, in their practice, particularly in 
their handling of tax matters, frequently get over into 
the realm of the lawyer. Some of these gentlemen 
even go so far as to take the position that certified 
public accountants are practising law when they do 
no more than prepare a tax return, and the American 
Bar Association itself, and some of the state Bar 
associations, have, through their Committees on 
Unauthorized Practice of the Law, sought to exclude 
the certified public accountants from tax practice 
in one degree or another. 

Recently, however, the two professions have 
agreed upon a tentative statement on this trouble- 
some question through a group consisting of repre- 
sentatives of both professions and known as the 
National Conference of Lawyers and Certified Public 
Accountants. A copy of this tentative statement 
accompanies this paper as Appendix A. 

I do not intend to discuss the position taken by 
the lawyers. I must admit, however, that on occasion, 
and in varying deyrees, members of the accounting 
profession undoubtedly have gotten over into the 
lawyers’ ficld. However, I hasten to point out that I 
have never heard of a single case where the trans- 
gression was deliberate and intentional: in every case 
the accountant has averred (honestly, I believe) 


that he did not intend to invade the lawyers’ province... 


and would be especially careful to avoid repetition 
of the offence. 

The difficulty up to this time has been that the 
accountants have always been on the receiving end of 
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the complaints, whereas it is perfectly obvious that 
lawyers frequently invade the province of the 
certified public accountant. Moreover, lawyers not 
infrequently (especially where they act as secretary, 
director or in other close relationships to business 
enterprises) seek to impose views, not to say orders 
on occasion, upon the certified public accountant 
which, if yielded to, would make the certified public 
accountant guilty of utter and complete violation of 
his obligation of independence. 

It may well be that this problem can be worked 
out by negotiation, but the lawyers are numerous in 
our country; it is well known that tliey are in control 
of the Congress and practically all state and local 
legislative bodies. It is entirely possible, therefore, 
that the lawyers’ infringements upon the province of 
the certified public accountants cannot be solved 
except by including in the state accountancy laws 
some definition of what constitutes the practice of 
accounting, although, recognizing that the lawyers 
are in virtual control of our legislative bodies, this 
obviously might be a very difficult, if not impossible, 
undertaking. 

However, it is my opinion that if the problem 
cannot be solved by negotiation, then public interest 
demands that an effort be made to settle it by legisla- 
tion. At any rate, I am not willing to concede that 
the lawyers are Simon Pures and that the accountants 
alone are sinners, and I think that the accounting 
profession is too grown-up, and the essentiality of 
its position in the scheme of things is too well recog- 
nized, to warrant its members’ allowing it to be 
picked on, bullied, pushed around and interdicted 
by another group, no matter how exalted that group 
may be or in what esteem it may be held by itself 
and others, including the members of the public 
accounting profession – and I assure you that we of 
the public accounting profession yield to no one in 
our admiration of and respect for our brothers of the 
Bar individually and as members of a great and. most 
useful profession. 

The probable need for defining what constitutes 
the practice of accounting is not suggested by the 
encroachment of the lawyers alone, however. We have 
another group in our country, generally described as 
public book-keepers, who are not subject to regula- 
tion, though there is no good reason why they should 
be. This group frequently gets over the line into 
accounting practice, and sometimes with tragic 
results. For instance, I have seen numerous cases 
where business people have got into serious financial 
difficulties, and into such difficulties with the tax 
authorities as to cause these autkorities to assert 
fraud, because some fellow who fancied himself to 
be an accountant gave faulty advice as to how books 
should be kept. 

Considering the importance that accounting 
assumes in a society that is so highly industrialized 
as that of my country, it seems to me that the giving 
of advice as to how accounts should be kept is an 
activity which, like the independence and impartiality 
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of the certified public accountant, acting in the 
capacity of auditor, is affected with the public interest. 
Iam inclined to believe, therefore, that the time has 
come for us to insist that the right to give such 
advice be limited to those who have proven them- 
selves qualified by training and experience to give it. 

The question whether C.P.A. certificates should be 
issued to those who do not intend to follow public 
accounting as a career is beset with difficulties of 
equal magnitude, although I do not believe that these 
difficulties are insurmountable. 

The principal difficulty lies in the question what 
is to be done about those who become certified public 
accountants and later leave the profession to accept 
other employment. I would not be so foolish or so 
unfair as to suggest that in such cases the C.P.A. 
certificate should be recalled. I do suggest, however, 
that perhaps the granting of C.P.A. certificates should 
be conditioned upon demonstration of sincere inten- 
tion to follow public accounting as a career. It may 
well be that what I have in mind as a demonstration 
of this sincerity will not work out in practice, but I 
believe it will. In any event, I think that the time has 
come for serious consideration of the problem. ` 

Most of our state laws are founded upon the theory 
that C.P.A. certificates should not be granted until 
those who apply for them have acquired some 
amount of experience, usually from two to three 
years, on the staff of a C.P.A. or firm of C.P.A.s. 
But there are many who feel — and this is true of the 


members of many state legislatures — that anyone | 


who completes a satisfactory course of academic 
instruction and is of good character should be per- 
mitted to take the examination and be given a certifi- 
cate if he passes. In fact, there are some states that 
do not impose any experience requirement, and that 
is exactly what happens in those states. 

Based upon my observations and experience over 
thirty-five years of practice,.I think that this is an 
utterly fallacious view. My own proposition is that 
anyone of good character wno is academically 
qualified to take the examination should be permitted 
to do so and that his papers should be graded without 
regard to whether he has had experience or not. 
However, I would withhold the issuing of the C.P.A. 
certificate where the examinee had not had any 
experience until such time as he gains it, and I would 
recognize only experience gained under the direction 
of a C.P.A. or firm of C.P.A.s. 

Just how much experience one should have before 
recciving the certificate need not be discussed at this 
time. I would say, however, that it ought to be a 
minimum of three years and perhaps as much as 
five years, since under such a policy as I have 
suggested the waiting period ought to be sufficient 
not only to assure the acquisition of requisite experi- 
ence, but also sufficient to give reasonable assurance 
of the applicant's intention to make public accounting 
his career. 

Under the plan that I propose that we should 
consider, a person who successfully passes the 


pidii 





354 


examination and completes the required number of 
years of experience would be deemed to have demon- 
strated intention to make public accounting his 
career and would be given his certificate regardless 
of whether or no: he continues in the accounting 
profession thereafter. 

The C.P.A. certificate was originally conceived as 
an attestation of fitness to engage in the public 
practice of accounting, and the reasons for this distinc- 
tion are more compelling today than ever. Those 
accountants who do not choose to go into public 
practice do not need C.P.A. certificates, and it is a 
distortion of the purpose of the accounting laws to 
give them certificates. I know of no surer way to 
make certain that the designation certified public 
accountant means what it clearly implies than to 
make the C.P.A. certificate available only to those 
who demonstrate that they intend to make their 
careers in public practice. 


Conclusion 


The outline that was sent to me as a guide for this 
paper indicated that my subject was to be “The 
Accountant in Practice and Public Service’. I have 
.not dealt with the accountant in public service, 
because that is a separate subject in itself and. the 
problems of governmental accounting are quite 
different from those encountéred by the professional 
public accountant. True enough, governmental 
accounting involves the application of special tech- 
niques and procedures, but in this respect govern- 
mental accounting is no different from many cate- 
gories of enterprise accounting. 

I might say, however, that tremendous advances 
have been made in governmental accounting in my 
country during the past twenty-five years, and I 
think that the professional accountants can claim a 
great deal of the credit for this, because undeniably 
it has been the progress of accounting generally that 
has forced improvement in governmental accounting, 
and much of this progress has been wrought by 
professional public accountants who have either 
temporarily or permanently entered the public service 
to apply the techniques and procedures that they 
learned and helped develop in the course of their 
professional practices. 

For instance, our national government has made 
tremendous improvement in its accounting, especially 
since World War II, and the leadership in this 
improvement has been, and is being, furnished 
without exception by men recruited from the public 
accounting profession. 


APPENDIX A 
STATEMENT OF PRINCIPLES RELATING TO PRACTICE 
IN THE FIELD OF FEDERAL INCOME TAXATION 

PROMULGATED BY THE NATIONAL CONFERENCE OF 

LAWYERS AND CERTIFIED PuBLIC ACCOUNTANTS 
1. Collaboration of lawyers and certified public account- 
ants desirable. It is in the best public interest that 
services and assistance in federal income-tax matters 
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be rendered by lawyers and certified public account- 
ants, who are trained in their fields by education and 
experience, and for whose admission to professional 
standing there are requirements as to education, citizen- 
ship and high moral character. They are required to 
pass written examinations and are subject to rules of 
professional ethics, such as those of the American Bar 
Association and American Institute of Accountants, 
which set a high standard of professional practice and 
conduct, including prohibition of advertising and 
solicitation. Many problems connected with business 
require the skills of both lawyers and certified public 
accountants and there is every reason for a close and 
friendly co-operation between the two professions. 
Lawyers should encourage their clients to seek the 
advice of certified public accountants whenever ac- 
counting problems arise and certified public account- 
ants should encourage clients to seek the advice of 
lawyers whenever legal questions are presented. 

2. Preparation of federal income-tax returns. It is a 
proper function of a lawyer or a certified public 
accountant to prepare federal income-tax returns. 

When a lawyer prepares a return in which questions 
of accounting arise, he should advise the taxpayer to 
enlist the assistance of a certified public accountant. 

When a certified public accountant prepares a 
return in which questions of law arise, ће should 
advise the taxpayer to enlist the assistance of a lawyer. 

3. Ascertainment of probable tax effects of transac- 
tions. In the course of the practice of law and in the 
course of the practice of accounting, lawyers and 
certified public accountants are often asked about the 
probable tax effects of transactions. 

The ascertainment of probable tax effects of trans- 
actions frequently is within the function of either a 
certified public accountant or a lawyer. However, in 
many instances, problems arise which require the 
attention of a member of one or the other professions, 
or members of both. When such ascertainment raises 
uncertainties as to the interpretation of law (both tax 
law and general law), or uncertainties as to the applica- 
tion of law to the transaction involved, the certified 
public accountant should advise the taxpayer to enlist 
the services of a lawyer. When such ascertainment 
involves difficult questions of classifying and sum- 
marizing the transaction in a significant manner and 
in terms of money, or interpreting the financial results 
thereof, the lawyer should advise the taxpayer to 
enlist the services of a certified public accountant. 

In many cases, therefore, the public will be best 
served by utilizing the joint skills of both professions. 

4. Preparation of legal and accounting documents. 
Only a lawyer may prepare legal documents such as 
agreements, conveyances, trust instruments, wills, or 
corporate minutes or give advice as to the legal 
sufficiency or effect thereof, or take the necessary steps 
to create, amend or dissolve a partnership, corporation, 
trust, or other legal entity. 

Only an accountant may properly advise as to the 
preparation of financial statements included in reports 
or submitted with tax returns, or as to accounting 
methods and procedures. 

5. Prohibited self-designations. An accountant should 
not describe himself as a ‘tax consultant’ or ‘tax expert" 
or use any similar phrase. Lawyers, similarly, are 
prohibited by the canons of ethics of the American 
Bar Association and the opinions relating thereto, 
from advertising a special branch of law practice. 
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6. Representation of taxpayers before Treasury De- 
partment. Under Treasury Department regulations 
lawyers and certified public accountants are autho- 
rized, upon a showing of their professional status, and 
subject to certain limitations as defined in the Treasury 
rules, to represent taxpayers in proceedings before that 
department. If, in the course of such proceedings, 
questions arise involving the application of legal 
principles, a lawyer should be retained, and if, in the 
course of such proceedings accounting questions arise, 
a certified public accountant should be retained. 

7. Practice before the Tax Court of the United States. 
Under the Tax Court rules non-lawyers may be 
admitted to practice. 

: However, since upon issuance of a formal notice of 
deficiency by the Commissioner of Internal Revenue a 
choice of legal remedies is afforded the taxpayer under 
existing law (either before the Tax Court of the United 
States, a United States District Court or the Court of 
Claims), it is in the best interests of the taxpayer that 
the advice of a lawyer be sought if further proceedings 
are contemplated. It is not intended hereby to foreclose 
the right of non-lawyers to practise before the Tax 
Court of the United States pursuant to its rules. 

Here also, as in proceedings before the Treasury 
Department, the taxpayer, in many cases, is best served 
by the combined skills of both lawyers and certified 
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public accountants, and the taxpayers, in such cases, 
should be advised accordingly. 

8. Claims for refund. Claims for refund may be 
prepared by lawyers or certified public accountants, 
provided, however, that where a controversial legal 
issue is involved or where the claim is to be made the 


‘basis of litigation, the services of a lawyer should be 


obtained. 

-9. Criminal tax investigations. When а certified 
public accountant learns that his client is being 
specially investigated for possible criminal violation of 
the income-tax law, he should advise his client to seek 
the advice of a lawyer as to his legal and constitutional 
rights. 

он This statement of principles should be 
regarded as tentative and subject to revision and 
amplification in the light of future experience. The 
principal purpose is to indicate the importance of 
voluntary co-operation between our professions, whose 
members should use their knowledge and skills to the 
best advantage of the public. It is recommended that 
joint committees- representing the local societies of 
both professions be established. Such committees 
might well take permanent form as local conferences of 
lawyers and certified public accountants patterned after 
this conference, or could take the form of special 
committees to handle a specific situation. 


^ WEEKLY NOTES 


The Society’s Residential Course 


The residential course of The Society of Incorporated 
Accountants and Auditors commenced yesterday 
(Friday) at Balliol College, Oxford, and will continue 
until next Tuesday morning. It is being presided over 
by Mr Bertram Nelson, Е.5.А.А., Vice-President of 
the Society. 

The course is being run on similar lines to those 
held in previous years and the interesting programme 
includes the presentation and consideration of 
seven papers, details of which were given in our 
issue of August 23rd last. A service, conducted 
by the Rev. F. L. MacCarthy, will be held in 
Balliol College Chapel tomorrow morning and 
there will be an informal dinner in Hall on Monday 
evening. 

We hope to survey the papers which are being 
presented, in an early issue. 


Specialloid Ltd 


At the Central Criminal Court on Monday the trial 
was begun of Charles Frederick Russell, aged 47, of 
Bourne End, Buckinghamshire, and Harry Noel 
Bates, aged 59, of Lower Glen, Aberedw, Radnor- 
shire, who were charged with three offences under 
the Prevention of Fraud (Investments) Act, 1939. 
The charges were: 


(х) That on a day between April 1st, 1945, and 
November 30th, 1945, in a letter dated 
November 1945, they attempted to induce 
persons to enter into agreements for acquiring 


shares in Specialloid Ltd by dishonest conceal- 
ment of material facts; 


(2) That in the same letter they attempted to 
induce persons to enter into agreements for 
acquiring shares in Specialloid Ltd by a fore- 
cast which they knew to be misleading, false 
or deceptive; 


(3) That in the same letter they attempted to 
induce persons to enter into agreements for 
acquiring shares in Specialloid Ltd by the 
reckless making of a forecast which was mis- 
leading and deceptive. —— 


The Solicitor-General, Sir Reginald Manningham- 
Buller, Q.c., who appeared for the prosecution, indi- 
cated that in the prosecution's view, charges (2) and 
(3) were alternative. Both the accused pleaded not 
guilty to all three charges. Mr Justice Donovan ruled 
against submissions by the defence that the indictment 
was bad on the grounds of insufficiency of detail, an 
that the third count was bad in law. - 

The proceedings arise out of the issue of a placing 
letter sent to a firm of stockbrokers concerning the 
issue of 100,000 ordinary shares of 2s each in Special- 
loid Ltd at a price of 20s. It is alleged that this letter 
contained a number of. false statements and did not 
reveal that the company. was incurring losses. The 
trial is expected to last about twelve days in all. 


Rent Control 


The undesirable repercussions of the present Rent 
Restrictions Acts have been the subject of much 
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comment in the past few years, both in this journal 
and elsewhere. As the repair of houses now costs 
something like three times as much as before the 
war, and as the landlord is precluded from raising 
the rent above the pre-war figure, it is inevitable 
that many houses are being allowed to fall into dis- 
repair and some experts even assert that as many or 
more houses are becoming uninhabitable as are 
built. Of course the drastic revision of the legislation 
is a delicate matter and there has been a noticeable 
reluctance on the part of the Government to take 
action. It has now been announced that the Minister 
of Housing and Local Government has ordered his 
department to make a full inquiry into the facts of 
the situation as a preliminary to taking whatever 
action may be desirable. Viscount Buckmaster has 
tabled a motion in the House of Lords for debate 
on October 29th; it will call attention to ‘the need for 
the immediate revision of the Rent Restrictions Acts’. 
Viscount Buckmaster gave evidence to the first 
Millard Tucker Committee on the taxation of 
trading profits. 


Historic Houses 


The plight of many of the historic houses of this 
country was the subject of a leading article in this 
journal on July 8th, 1950, under the heading ‘Not 
so many mansions’, when we reviewed the recom- 
mendations of the Gowers Committee on Houses of 
Outstanding Historic or Architectural Interest. The 
Committee recommended certain tax reliefs to the 
owners of such houses, and also additional induce- 
ments in certain cases. Its report is now mentioned 
in the fifty-seventh annual report of the National 
Trust where it is pointed out that although two 
years have now passed, no action has been taken on 
the Gowers Report. The Trust states that of the 
320 country houses which the Trust and the Ministry 
of Works classified in 1939 as being of first import- 
ance, some dozen have already been abandoned or 
destroyed and many more are in danger. 


"With every month that passes, the plight of 
hundreds of houses becomes more desperate. Build- 
ings on which our greatest architects, sculptors and 
painters have lavished their genius, and which stand 
high among our country's achievements, are today 
literally falling down; their irreplaceable contents, 
brought together by successive generations, are 
being dispersed; their gardens are over-grown; and 
the surrounding parklands of which they form the 
central and essential feature are becoming derelict.' 


Press Productivity Report 


'The team representing the British provincial Press 
which visited America last autumn under the 
auspices of the Anglo-American Council on Pro- 
ductivity found that although mechanized accounting 
was generaly used, even in the smaller concerns, 
costing methods varied from house to house. Some 
firms merely compazed direct costs such as the wage- 
cost per column set or per r,ooo copies machined. 
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Others attempted. to allocate oncost among depart- 
ments. One company had a system which broke 
down each composing-room employee's time into 
six-minute periods, allocable under twenty-three 
different categories. This particular concern operated 
a complete punched-card accounting system geared 
to produce the most detailed information in terms 
of both time and cash. 

It was noted that the industry in America had not 
yet adopted standard costing methods, although a 
trend towards narrowing profit margin may soon 
compel the introduction of some such yard-stick to 
measure departmental efficiency. Four-weekly, or 
monthly, detailed profit and loss accounts, accom- 
panied by cumulative and comparative figures, were 
in most cases available within ten days of the end 
of each period and were regarded by many businesses, 
where prices did not show sudden fluctuations, as 
an adequate substitute for intricate costings. 

In its report, published on "T'hursday,! the team 
recommends that newspaper offices in.this country 
should consider the adoption of a uniform book- 
keeping system throughout the industry as a means 
of helping the exchange of financial information on 
a percentage basis and for the collation of statistics. 
It also suggests that newspaper managements should 
pool other financial data in the form of percentages 
for comparison purposes. 


Time Lost in Industry 


Time lost in labour disputes has recently been on the 
increase. Such is the result of an investigation pub- 
lished recently in the monthly Treasury Bulletin for 
Industry. The change for the worse has been par- 
ticularly marked in the metal and engineering 
industries. In the first half of 1950 the number of 
working days lost in this group was 176. In the first 
half of last year it was 311, and in the first half of this 
year it was 424. The corresponding figures for other 
industries and services were 413, 911, 479. It might 
be said that although the figure for 1951 in the 
second instance was high, the figure for the 
second half of that year was notably low by recent 
standards. 

Another feature in the labour market in the last 
twelve months has been reduction in overtime 
worked and the increase in short time. In the middle 
of last year there were about ten million hours of 
overtime being worked by some six million workers 
(the number covered by the investigation), and about 
half a million hours of short time. In May of this year 
the corresponding figures were one million hours and 
five million hours. Some four and a half million hours 
of short time were in textiles and clothing. On the 
other hand, the amount of overtime being worked 
in engineering increased on the year. 





1 Obtainable from the Anglo-American Council on Pro- 
ductivity, 21 Tothill Street, SW1, and the Newspaper 
Society, Whitefriars House, 6 Carmelite Street, EC4, 
3s 6d. 
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At home to Mr Robertson Е 


tors; but if you have none worth speaking about, it is 
nota bad plan to set up in the business yourself. There 
are towns like this. The guide books are terse about them. 
"Pop. 18,157; early closing Wednesday; nothing note- 
worthy to see...” There are many such, not quite new and 
not very old, whose traditions are still in the making. 
* * * 


Ir was in a town of this kind that Mr. Robertson came to 
Jive. Ashesurveyed it for the first time, it looked commonplace 
'enough; the old weathered cottages, the newer houses and the 
tarmac road that led along the valley to the ironworks beyond. 


I: IS A FINE THING, someone once said, to have ances- 


Котнтло noteworthy—or so it would have seemed to , 


Baedeker. But Mr. Robertson was not a starry-eyed visitor. 
He had come here because he had a job to do. To him there 
was one thing very noteworthy about the little town. It was full 
‘of people. People and their problems were Mr. Robertson's 
‘business, 


. Tey have been the concern of Mr. Robertson, his col- 
‘leagues and his predecessors for just over a century—although 
not always to the same extent as today. Mr. Robertson's 
business, which is home service insurance, has developed in 
much the same way as the town in which be came to work. 
Like cities many times its size, its social pattern reflects in 
‘miniature the story of a nation's growth. Every week, from 
Friday to Thursday, Mr, Robertson cycles through a century 
of history; from the old farmhouses on the village outskirts, 
through the'new' but sooty town to the villas on the windward 
side of the smoke. There are families in every row, street and 
crescent who are at home, on one day or another, to Mr. 
‘Robertson. 


‘Por. 18,157...” Most of it is in the ‘new’ town that Mr. 
Robertson visits on a Friday evening, for it is reasonable to 
‘collect insurance premiums when people find it easiest to pay 
them. Hereabouts this Friday evening visit has been a custom 
for as long as there have been local traditions of any kind. No 
one, save for a few cottagers, lived here before the mineral 
quarries were opened and the ironworks built. Ever since, the 
insurance man’s regular call has been an accepted feature of 
domestic routine. Often enough, family problems are stored 
up during the week for his attention. 


Tuts valley town, tike many others, has had its ups and 
downs; today it is one of the all-important reservoirs of 
Britain's productive energy. And Mr. Robertson—like the 
fitters and foremen and clerks he visits in their homes and 
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sometimes in the works canteen—is also playing a part in 
keeping the nation's economy on an even keel; in helping, ` 
perhaps, to turn the wheels within the factory gates. 


For money is needed to keep these wheels spinning. : 
Mr. Robertson's policyholders are among the millions of : 
families who help to provideitand whoenjoy, in consequence, : 
the security that wisely-spread investments yield. To offer ; 
this extra measure of security, a family safeguard for the ' 
present and often a provision for the future as well, is the | 
primary purpose of life assurance. But if the intention to save ` 
were not constantly refreshed by painstaking personal atten- : 
tion, the nation, no less than the individual policyholder, ; 
would be poorer. : 

Tue voluntary effort of countless families throughout the : 
country, aided by the service that Mr. Robertson and his: 
colleagues bring to their homes, enables millions of pounds , 
which would otherwise be ‘spending money’ to be funnelled i 
off every year to augment the nation's savings. A large part ; 
of the funds administered for the policyholders provides - 
capital resources which invigorate vital productiveindustries. - 


Мв. ROBERTSON may or may not reflect on these affairs 
as hecycles home to a belated meal. Most likely his thoughts , 
are elsewhere. For his concern is with the people, provident : 
and happy-go-lucky alike, whose needs and problems he has : 
come to understand so well. | 


His interests are intimately linked with theirs. And if һе: 
reaches home to find an urgent call to be dealt with before ће ' 
finally turns in— well, that is just one of the services which 
play an indispensable part in sustaining this nationwide ' 
thrift movement. 


Issued by the Industrial Life Offices ou! 
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Doing three jobs eaq' ,. 
at once may not always pro- F I g h t 
duce accurate work. But when accuracy / 
is actually improved by doing three-jobs-in-one, 
you’ve found a sure time and trouble saver. Not only do 
you save your clerks’ time in posting figures when you 
write your Sales Journal, Ledger, and Statement in one 
operation. By using this method you also introduce 
automatically : 
(i) greater accuracy in posting 

(ii) complete control by simple means 

(iii) statements issued on the first of every month 
These advantages are realised by innumerable users of 
Kalamazoo Copy-Writer methods, one of whom wrote 
after only six months: "It certainly works like a 
charm." Can these improvements help to increase effici- 
ency in your Sales Ledger Department? For full details — 
without obligation — post the coupon below to-day. | 


бо Kalamazoo 
To Kalamazoo Ltd., Northfield, Birmingham, 3r o . 
Copy- Writer 


Please give те full information about Kalamazoo ~ Copy-Writer" 
Sales and Purchase Accounts, without any obligation on my part. 
Се. о за ин И вара cated 1 FOR SALES AND: PURCHASES 
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A COMPLETELY NEW METHOD 
OF POSTING 


SALES AND PURCHASE LEDGERS 
WITH STATEMENTS - AND JOURNAL 





Ж 





6629, LESS LABOUR – FEWER ERRORS - FEWER ‘BOTTLENECKS’ 


Among your clients are many who would be 
grateful for your introduction of a new ~ quite new 
~ form of Accounting Control. 


The new method is applicable to much clerical 
routine, such as Sales and Purchase, Wages, Stocks, 
Hire Purchase, etc. But let us exemplify the method 
in connection with Sales and Purchase ledgers. As 
the cost is negligible compared with the really 
sizeable economies effected, it is especially valuable 
to small and medium-sized businesses (though very 
large organizations have alee profited by its 
adoption). 


This is the method: 
All ledger accounts are maintained on the visible 
loose-sheet principle with overlapping visible 


edges – in either alphabetical or account numbered. 


order. 600—750 of such ledger sheets will go into 
one slim binder. Fifteen binders can be housed in a 
bureau no bigger than a desk. Thus, one clerk can 
work on between 9,000 and 11,000 accounts without 
moving from his chair. 


Each account has its statement above the ledger 
sheet — perforated ready to tear off and send out. 


When a debit or credit is to be posted, a metal- 
cored plastic panel with the journal sheet slots into 
the binder, holding it firmly in alignment. 


Now ~ ће one posting of a debit or credit 
automatically goes through on to the three sheets . . . 
the statement, the ledger and the journal. 


What has been achieved? 


First, all the three sheets are together. You do not 
have to find the ledger record and relate it to the 
statement or journal. 


You see any account at once. The eye picks it out. 
There is no need to search for it .. . which means 
quicker reference and quicker posting. 


Because the one writing does three postings there 
is only one-third of the clerical labour, only one- 
third potential of error and only one-third of the 
cross-checking. 


Statements are always ready to send out – without 
bottlenecks — on any day of the month. 


Attention is drawn to overdue accounts by a 
visual signal. 


PROVED figures are daily available for posting a 


to the Control account. 


. . We truly believe this new method will help 
innumerable businesses both to save expense and 
make more efficient their Accounting System. . . 
May we tell you more about it? – or show you it? 
Just jot * Visible and Multiple Accounting' on your 
letterheading and full information will be. provided 
by return. 





FIRST 
THE SHANNON 


LIMITED, 19 SHANNON 


IN FILING 


CORNER, NEW MALDEN, SURREY 
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Industrial Stocks and Bank Advances 


The monthly returns of the clearing banks have 
given the impression of late that the decline in bank 
advances has been mainly due to technical factors 
such as the decline in bank accommodation to the 
public utilities (notably. the British Electricity 
Authority) as new capital was called up, and to the 
more stringent attitude taken by the banks to 
personal and professional advances following the 
end of the cheap money policy. 

This state of affairs has been corroborated by the 
latest quarterly return of bank advances but it looks 
as though a further factor has been at work on a 
fairly large scale, namely, the decline in stocks held 
by trade and industry and the fall in activity in 
certain trades. Excluding the public utilities, the 
largest falls in advances have been to food, drink 
and tobacco, the retail trade and textiles (in that 
order of magnitude). There were also noticeable 
declines in the cases of rubber, leather and non- 
ferrous metals. There was-in addition a large fall 
in the personal and professional category, of course. 
Increases in accommodation weze recorded in those 
industries which have a high priority on grounds of 
national defence. 

Monetary policy would therefore seem to have 
affected only one major group so far as a decline in 
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advances is concerned. Technical and trade factors 
account for the rest. 


Freight Rates Drop Again 

Although the Chamber of Shipping freight index 
for August has not quite touched the low level of 
June 1950, it has nevertheless slid below 8o — which 
is a remarkable state of affairs after the experience of 
1951. In about a year the index has fallen from around 
220 to 79:2, this being the figure for August. There 
is one mitigating circumstance in the recent per- 
formance in rates and that is the fact that the 
Chamber’s index covers only sterling rates. There is . 
reason to believe that dollar rates have been some- 
what harder of late. 

It is thought in some quarters that this recent 
slide may have just about worked itself out and that 
general economic conditions should soon operate to 
bring about a change of trend. On the other hand 
there is not likely to be anything as dramatic as the 
outbreak of the Korean war to impart buoyancy to 


.freight rates and it was the war in Korea which 


brought the reversal of a downward trend the last 
time. For the time being, however, the trend of 
rates seems likely to harden decisions to.lay up 
tonnage and in a number of cases to proceed apace 
with the breaking up of obsolete ships. 


FINANCE AND COMMERCE . 


- Competition from new issues and the absence of any 
positive favourable factor has resulted in idle and dull 
stock markets. In view of pendinz funding operations, 
however, it seems unlikely that any reaction in the gilt- 
edged market will be allowed to go too far. On the 
other hand the current setback has shown up the thin- 
ness of the recent support and the limits of the 
market to sustain any improvement. 


New Form 

There are two noteworthy points in connexion with 
A. J. White Ltd, whose accounts we reprint this 
week. One is the appointment to the board during 
the year of Mr F. McDonald Hall, r.c.4., and the 
other is the abandonment of a very old-fashioned 
form of profit and loss account. There is nothing 
to connect the two events but one cannot help feeling 
that the accountant may have had a useful contribution 
to make to the board meetings cn this subject. 

Mr C. L. Fawell, the chairman, says, concerning 
the changes in form, that they are designed to bring 
the accounts more into accord with what is now 
considered the best accounting practice. In addition 
to leaving behind the very old-fashioned ‘To’. and 
*By' form of account, the directors have also decided 
that 'the consolidated profit and loss account is the 
only account which can give а true picture of the 
year’s working’. The account for the parent alone 
has therefore been dropped. 


Next year's publication might include a descrip- 
tion of the company’s business. A schedule of the 
countries in which the products of the Group are 
marketed is given but there is no clue in the report, . 
the accounts or in the chairman's address as to what 
these products are. It seems extraordinary that all 
these words and figures could be put together with- 
out any indication of the nature of the business. 


Company Point 

An interesting point in company administration 
emerges from a burst of discontent by stockholders 
in the San Paulo (Brazilian) Railway Co Ltd at 
the recent annual meeting. Their dissatisfaction is 
understandable. Their railway — or rather the com- 
pany's - was suddenly and unexpectedly expro- 
priated by an overnight decree of the Brazilian 
Government in 1946. 

Compensation based on the company's 'recog- 
nized capital has been paid by the Brazilian Govern- 
ment leaving, however, a settlement to be made of 
further claims under a ‘Supplementary Claim’. This 
procedure was apparently recognized by the Brazilian 
Government in its Expropriation Decree, 

Unfortunately, an impression has been created 
among high-placed officials in Brazil that justice | 
has been done to the company by the payment based 
on the company’s ‘recognized capital’ and the fate 
of the Supplementary Claim can be seen in the 
extract from the Notes on the Accounts on page 360. 
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А. 3. WHITE 
Balance Sheet, 


















































1951 А 
£ £ Authorized Capital £ LOA 
350,0C0 800,000 Stock Units of 105 each .. E vs es a T hie 400,000 
Issued Capital and Capital Reserves 
Issued Capital: | 
350,000 800,000 Stock Units of 105 each, fully paid «m vs te i“ ae "m 400,000 
199 Profit on Realization of Capital Assets .. a or Я vs as sf e 4 | 
350,199 — 400,094 | 
Revenue Reserves and Surplus 
100,000 General Reserve. e. £130,000 | 
Less Applied in paying up n full 100, 000 Shares of 10s each | ES oe Бу 50,000 adod i 
36,924 Profit and Loss Account а. а ес. 42,476 
136,924 - ——— 122,476 
487,123 522,570 
Amount set aside for Future Taxation 
7,250 Income Tax, 1952-53 US "m s^ 3 wes cr. s sis S mu 3,700 
Current Liabilities 
2,649 Balance due to Subsidlary Companies .. 24 ae T ie T A 5 2, 
1,536 Sundry Creditors and Accrued Charges A és ne te ES is 2s x 3,439 
15,977 Current Taxation m - s. Ма i5 14,785 
13,781 Proposed Final Dividend of 7 per cent less Income Tax «s бе és ve sie 15,750 
33,943 Р 36,546 
Notes. 
(1) Assets and Liabilities Overseas have been converted at the Rates of Exchange ruling 
at March 3152, 1952, p 
(2) The Parent Company has guaranteed the performance of certain Contracts entered 
Into by Subsidiary Companies. 
£528,316 £562,816 
A. J. WHITE LIMITED AND 
Consolidated Balance 
1951 i 
£ : £ Authorized Capital З £ £ 
350,000 800,000 Stock Units of 105 each .. oe 55 se T .. xe 5% T 400,000 
Issued Capital.and Capital Reserves 
Issued Capital: 
350,006 800,000 Stock Units of 105 each, fully paid S" "m x as ws 5. 400,000 
143 Capital Reserve — Belgium and France .. er at as T ia ss oe 213 
2,377 Surplus on Revaluation of Plant ~ Belgium D s 24 ae T as a 2,377 
3,932 Profit on Realization of Capital Assets .. ee vé 3,723 
24,074 Excess Profits Tax Post-war Refund Suspense Account to December 3tst, 1945: es 24,074 . 
380,526 430,387 
Revenue Reserves and Surplus 
147,849 General Reserve is .. ar £177,849 
— Less Applied in paying up in full 100,000 Shares of 105 each .. .. 50, (27.649 
129,290 Profit апа Loss Account 0... 144,034 
277,139 271,883 
657,665 | 702,270 ` 
Amount set aside for Future Taxation 
87,783 Income Tax, 1952-53 E .. .. as PT es Tm M ^ AN 81,662 
Loan 
7,392 Bank Overdraft ae .. .. .. се 28 oe .. n As is — 
Current Liabilities 
445,126 Sundry Creditors and Accrued Charges ae UP .. .. .. as aa! oe 663,051 
87,942 Current Taxatlon = sie ae s: ae 78,008 
13,781 Proposed Final Dividend of я рег cent less Income Tax .. .. .. .. 15, 750 
546,849 — 756,809 
Notes. 
(1) Current Assets and Liabilities of Overseas Companies have been converted at the rates 
ruling at March 3152, 1952. Fixed Assets have been converted at the rates ruling at the time of 
acquisition. 
(2) The Accounts of two Subsidiaries are made up to December 315, 1951, and In view of 
the incidence of Foreign Taxation, It is not proposed to alter the date. 
um (3) Outstanding capital commitments at March 3152, 1952, amounted to £20,000. 
£1,299,589 £1,540,741 
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LIMITED ‘ 
March 3156, 1952 
1951 
£ £ £ £ 
4,874 Furniture, Fixtures and Fittings, at Cost A Е E vs s «s m 4,874 
4,354 Less Total Depreciation to date .. fs ss sie 4 d КЕ es 4,874 
520 aaa = 
_ Subsidiary Companies 
230,000 Shares as valued at March 3lst, 1936, Plus Additions at cost .. 232,550 
— Less Amount written off to date ya in pe 2,550 
230,000 | 230,000 
233,011 Current Accounts, Including Dividends since declared a és jä Y ai 294,919 
463,011 — : = 524,919 
Current Assets 
5,000 Investments In United Kingdom Government Securitles, at Cost 39 ~ 
5,000 Tax Reserve Certificates .. ae d e | “a $ — 
6,109 Stock on hand Si m sie ES m 2а a Ss aie ia (3,141 
17,071 Sundry Debtors va КА as es МА vt vs Sa а 3% 15,531 
31,505 Cash at Bankers 56 о. 35 Te a s Ls -— 24, de 9,225 
64,785 — —— 37,897 
C. L. FAWELL d 
J. D. TAYLOR MARSH } Directors 
£528,316 £562,816 
SUBSIDIARY COMPANIES 
Sheet, March 3Ist, 1952 
1951 i 
£ £ Fixed Assets £ £ 
189,339 Freehold Land and Buildings, at Cost .. es ss si m 23 Sy 7 219,686 
32,249 Less Total Depreciation to date .. = e ei we sz ax 2/6 36,289 
157,090 183,397 
57,319 -Leasehold Land and Buildings, at Cost ~ ee” слан dee ne m as b. 61,202 а 
15,0 Less Amount written off to date ae E Еа e - s% T С 20,000 
42,319 — 41,202 
99,703 Plant, Machinery and Motors at cost P» "A у, PON ‘era za e us 132,219 
55,122 Less Total Depreciation to date .. 25 a 2t ox Ма == ci 67,147 
44,581 5 T 65,072 
30,092 Furniture, Fixtures and Fittings, at Cost - РА x EX E vs $$ 50,760 
864 Less Total Depreciation to date "m ie m ки E as ws .. 27,375 
9,228 — —— 23,385 
Goodwill, Trade Marks, etc., including the Excess of Book Value of Shares in Subsidiary 
Companies over the Book Value of the Net Assets of such Compantes as at March 31st, 
262,028 1936, plus Additions, less Sales .. ve oe is zs БА aa .. 262,028 
83,887 Less Amount written off to date — .. P sè .. .. .. .. we 86,437 
178,141 — 175,591 
431,359 488,647 
Current Assets 
Investments, at Cost: £ 
10,000 United Kingdom Government vii HN "n ae we sa Pa, == 
395 Dominton Government 45 .. oo T ЗЕ Е Se .. 395 
3,728 Foreign Government .. dm vs s EH sis гай ЗА .. 3,728 xidi 
14,123 (Total Market Value, £3 3,483) ' 
55,025 Tax Reserve Certificates .. m .. + 4 Е is — 
235,351 Stocks on hand vs c Ве as s m is. 311,259 
358,813 Sundry Debtors and Payments in Advance s fete аж - sÝ а "n 439,303 
у 205,018 Cash at Bankers and in hand РА E es i. LS ve 74 Y 2s 297,409 
868,330 1,052,094 
C. L. FAWELL 
ЈГ 0; TAYLOR MARSH }Directors 
£1,299,689 £1,540,741 
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A. J. WHITE LIMITED AND SUBSIDIARY COMPANIES i 
Consolidated Profit and Loss Account for the year ended March 3lst, 1952 
1951 
£ £ £ 
201,711 Trading Profit of the Group.. yu "S Fr F Ма ғ xs : x 197,224 
After Charging: 
19,122 Depreciation .. 5. Mm iere we РЕ : bs И $e i. vs 23,018 
1,641 Audit Fees  .. i. S 5 Е " sá ag 2,117 
12,775 Directors’ Management Remuneration . $ ae $ e .. oie . 14,632 
2,000 Directors' Fees xis ss .. s ae .. ` . s s m 2,000 
£35,538 £41,767 
1,231 Income from Investments and Tax Reserve Certificates — .. A s m T 721 
202,942 Net Profit for Year before Taxation А de 5: E sa m EN .. 197,945 
Deduct: ' 
2 Taxation on Profits for the Year: 
28,000 Profits Tax xà ss x 5 í xs oe #5 s ex 5 35,062 
82,788 Income Tax — .. Е is К 5 ie vs te » vs E 80,882 
12,650 Foreign Taxation s xd de vs а 2 x 5% es ane 4,407 
123,438 120,351 
6,094. Less Over Provisions In past years n З ЗН | .. e .. 1,133 
116,544 — 119,218 
86,398 Group Profit after Taxation eS 24 s АР zs are 78,727 
27,353 Deduct Profit Retained by Subsidiary Companies sis 2 55 m .. ae 14,375 
59,045 Net Profit of A. J. White Ltd for the year ~ «5 xe is PE $5 T 64,352 
51,285 Add Balance brought forward from last year .. < x x .. s .. 36,924 
110,330 101,276 
Applied as follows: 
50,000 Transfer to General Reserve s is Se uos Д a Е 30,000 
— Written off Shares in Subsidiary Companles ~. ES .. 2,550 
9,625 Interim Dividend Мо. 74, pald January Ist, 1952, of 5 per cent, less Income Tax .. " 10,500 
13,781 Proposed Final Dividend ‘of 7} per cent less Income Tax 5: is БА .. .. 15,750 
73,406 —— 58,800 
36,924 Balance Proposed to be carried forward, A. J. White Ltd .. w E "t s 42,476 
Subsidiary Companies 
75,147 Balance brought forward from last year .. T ee E £v 92,366 
27,353 Add Proportion of Group Net Prefit retalned as above ás ae zs E $5 14,375 
102,500 106,741 
Deduct Appropriations by Subsidlary Companies: 
£10,000 Amount written off Leasehold Premises ii ** «s us £5,000 
134 Prelimlnary Expenses written off .. os oe s T 112 
. — Capital Reserve .. a ~. xd гр »Á xe ick 71 
10,134 —— —— 5,183 
92,366 = 101,558 
£129,290 Balances carried forward per Consolidated Balance Sheet m ex es T £144,034 








Is Adoption Essential ? 


Despite the rejection of the Supplementary Claim 
it is the board’s intention to press the matter. Some 
gleam of hope is seen in a ‘slight though perceptible 
change in the attitude of Brazilian officials’. 

Meanwhile, the company’s stockholders have, at 
the meeting, censured both the Brazilian Govern- 
ment and the board, the Government for with- 
holding what they feel is their just entitlement and 
the board for not being forceful enough in dealing 
with the Government. To place their disapproval 
firmly on record, they refused to pass a resolution 
for the adoption of the report and accounts and for 
the re-election of two over-seventy directors. The 
resolutions were ultimately approved on a poll vote. 

Although the incident is now closed, so far as the 
business of the meeting is concerned, it has left 
open the question of what would have been the 
position had the poll vote gone the other way. The 
adoption of accounts is part of the normal business 
of a company meeting and normally their adoption 
is unquestioned. 

But is their adoption essential? Or is it sufficient 
for the directors to ‘lay’ the accounts before the 
meeting? It may be added that in this case there 
was no argument about the accounts as such. 


I. Amounts claimed from the Federal Government of Brazil 

The Brazilian Ministry of Finance notified the Company by a letter dated 
November 22nd, 1951, that His Excellency The President of Brazil had 
made hls award on the ‘Company’ s Supplementary Claim, 

A comparison of the amounts claimed as stated in the accounts and the 
amounts awarded is given below. 
Stated in the 
accounts at 


£ s d 
(a) Amounts claimed 
(i) Material supplied and expenditure incurred prior 
to expropriation . .. 3,788,386 8 6 
Any amount awarded under the above heading 
will carry interest as from November 8th, 1946 Р 
(il) Expenditure on electrification of the line 44,540 16 0 


3,832,927 4 6 
(lil) Materials supplied since expropriation, less 
amounts received on account: 


Stores and rolling stock ae £334,502 11 5 
Cost of plans etc. . 3,387 4 0 
—_— 337,889 15 5 
Total... .. E" .. .. £4,170,816 19 HI 


== 


Stated in the 


accounts at 
(b) Presidential Award £ s 

(1) Payments of Cr. $3,360,229.00 to be made to the 
Company In respect of expenditure incurred 

by It In the electrification of the line .. А 44,540 16 0 
(ii) Payment to be made to the Company In respect 
of the balance due for rolling stock and stores 

supplied since expropriation .. .. => 334,502 || 5 

(1) АН other claims were rejected .. aa o0 3,791,773 12 6 

Total as above  .. "m £4,170,816 19 П 





A formal Request for Reconsideration of the Presidential Award was 
lodged by the Company's Representative at the Presidential Palace on 
February I5th, 1952, For this reason no adjustment has been made to the 
amount of the Claim as stated in the accounts, 
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REVIEWS 


Handbook of Tax Accounting Methods 
Edited by J. K. Lasser, C.P.A. 

(D. Van Nostrand Co Inc, New York. $12 net; 
MacMillan & Co Ltd, London. £4 ros net) 
Although this book is concerned with United States 
income-tax, there is a good deal to be learned from 
it for the British practitioner. Every industry and 
profession has its peculiar problems in relation to 
the computation of profits and incame in a way 
which will meet the approval of the revenue autho- 
rities. Information is given here for 96 different 
industries and professions, in each case by a 'seasoned 
practitioner’ with practical knowledge of the industry. 
Some of the industries concerned are not strongly 
7 represented in this country ~ for instance, ‘outdoor 
drive-in theatres’ – but most of the information is 

of direct interest. 

In addition, there is a section devoted to a survey 
of tax principles applicable generally to all businesses, 
and a section containing a bibliography of published 
tax data in the 96 industries etc. on which informa- 
tion is given in the book. 


Income Tax, Sur Tax and Profits Tax 

Thirteenth Edition 
by E. Miles Taylor, F.C.A., F.S.A.A. 
(Textbooks Ltd, London. 3s net) 
There is no dearth of text-books on this subject but 
the author has succeeded in producing a very com- 
petent and reliable one of under 500 pages with 
about 150 worked examples and over 60 pages on 
profits tax. À supplement, publishec more recently, 
provides a comparative table to enable the reader to 
trace the new provisions of the Income Tax Act, 
1952, from the pages of the text, in which the former 
Acts are referred to. 


A Comprehensive Index to the 
Income Tax Act, 1952 
by А. C. Monahan, В.А. 
(The Solicitors’ Law Stationery Society Ltd, London. 
155 net) 

This index covers 130 pages and has a foreword 
indicating how its compiler has tackled the problem. 
On the right-hand side of each paze there are two 
columns, one for the relevant section or schedule 
number, the other for the page in the Queen’s 
Printer’s copy of the Act on which the section is to 
be found. The utility of the second column is hardly 
so great as to compensate for the plethora of figures 
to which the two columns give rise. The text of the 
index is comparatively lengthy, tending to give 
something like a summary of the statutory provisions. 
At the end of the book there are 30 pages of com- 
parative tables tracing the old legislation to the new 
and vice versa. 


The Accounts of Executors, Administrators 
and Trustees 


by W. B. Phillips, F.C.A., A.C.I.S. 
Tenth Edition 


by V. S. Hockley, B.Com.(Lond.), C.A., 
А.А.С.С.А. 


(Sir Isaac Pitman & Sons Ltd, London. ros net) 


The tenth edition of this well-established text-book 
incorporates an up-to-date revision of both the text 
and the examples. The recommendations of the 
Council of the Institute on the subject have been 
reproduced in an appendix, while another appendix 
gives actual examination questions set by that body, 
the Society of Incorporated Accountants and 
Auditors, and the Association of Certified and 
Corporate Accountants. 


Share Transfer and Registration in Company 
Law and Practice 
by A. K. Martin, F.C.I.S. 

(Stevens & Sons Ltd, London. 205 net) 
Although primarily for the use of secretaries and 
registrars of limited companies, this book has also 
been written with an eye on the requirements of 
students preparing for the examinations of the 
Chartered Institute of Secretaries. 

Part I describes the organization of the registra- 
tion department and the detailed procedure for 
registering transfers, paying dividends and the like, 
with a chapter on stock exchange practice. Part II 
deals with the various registers and returns which a 
company has to complete. Sixteen specimen forms 
are given in an appendix. 


Taxation in Canada 
by J. Harvey Perry 
(Sponsored by the Canadian Tax Foundation) 


(University of Toronto Press (London: Geoffrey 
Cumberlege) 45s net) 


No one who is interested in taxation should neglect 
to read at least one book on another country’s tax 
structure. If it is a good book, it will both broaden 
his outlook and help him to understand the funda- 
mentals of taxation in his own country. We can 
recommend for this purpose Mr Harvey Perry’s 
masterly study of present-day taxation in the terri- 
tory of one of the most important members of the 
Commonwealth. The author has brought to his task 
not only the thorough knowledge of the subject 
which would be expected of a senior official with 
over fifteen years’ close contact with the Federal 
Department of Finance in Ottawa, but also a clear 
and lively style which maintains the reader’s interest 
throughout. For anyone who is directly concerned 
with Canadian taxation, the book is a ‘must’. 
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Simon’s Income Tax Service 
The Finance Act, 1952, with Annotations 
Edited by Butterworths Legal Editorial Staff 


(Butterworth & Co (Publishérs) Ltd, London. 
27s 6d net) : 

Here, in paper covers, is a copy of the Finance Act, 
1952, in so far as it relates to income-tax, profits 
tax, or excess profits levy. Notes are appended to 
most -of the sections and there is a review of the 
whole Act, and zn index. The notes include handy 
cross-references and there is a useful table showing 
` the parts of Simon’s Income Tax principally affected 
by the new Act. 


Company Meetings 
by W. F. Talbot, F.C.1.S., F.T.L1. 
(Stevens & Sons Ltd, London. 22s 6d net) 


Most text-books about the law of meetings range 
over a vast area but it is probably true to say that 
the majority of their readers are concerned only with 
company meetings. These are dealt with in the 
present book of 178 pages, which includes an 8-page 
extract’ from the Companies (Winding-up) Rules, 
and thus becomes a little less formidable. 

The text is more practical in its approach than 
some text-books, though a certain vagueness is 
apparent here and there. On ‘the previous question’, 
the author says, ‘generally the motion requires a 
seconder’. A specimen minute on page 70 shows the 
names of both mover and seconder and says expressly 
that the resolution was put to the meeting and 
carried. In the appendix. of specimen minutes, 
however, no mention is made of any of these matters. 
Not everyone will accept the author’s contention 
that a resolution approving the accounts and a 
resolution declaring the dividend recommended in 
those accounts should be passed popets as one 
composite resolution. 


Konstam’s Income Tax 
Twelfth Edition by E. M. Konstam, Q.C. 


(Stevens & Sons Ltd, London; Sweet & Maxwell 
Ltd, London. £4 105 od net) 


This new edition of a deservedly popular work 
followed with commendable speed the coming into 
force of the Income Tax Act, 1952..In general, it 
follows the same layout as its immediate prede- 
cessor but the second volume, containing Statutes 
and Orders, has been discontinued. These appear 
in the publishers’ ‘Clitas’ in loose-leaf form. 

As before, Konstam confines itself to exposition, 
without examples, and being confined to one volume 
it is necessarily brief but is certainly more complete 
than any other single-volume work on the subject. 
There is some unevenness of treatment which may 
be intentional. For instance, a good deal of space 
is devoted to considering what constitutes the 
receipt of remittances from abroad, while the treat- 
ment of life assurance relief is no more than a sum- 


THE ACCOUNTANT 


September 27th, 1952 


mary of the main provisions. Slight discrepancies 
occur in places. In the treatment of a tenant- 
occupier’s right to deduct tax from rent, reference 
is made to a right to make a further deduction (or 
to recover by action) where tax is subsequently 
imposed for the year at a rate higher than that at 
which tax was deducted. This latter provision cannot 
apply to a tenant-occupier since he is precluded 
from deducting more than he has in fact paid and 
his right to deduct could not arise until long after 
the rate for the year had been fixed. This sentence 
occurs under Schedule B in the article on sporting 
rights: 
‘If a farming occupier, whether owner or tenant, 
enjoys the shooting rights himself it would seem 
that no charge can be made in respect of their 
assessable value.’ 
Clearly the farm would be assessed under Schedule 
D on the profits, and receipts from the sale of game 
would be included in those profits; there could be 
no question of Schedule B. In the article on the 
immunity of mutual trading profits one looks in 
vain for the underlying principle; instead there are 
very brief summaries of the leading cases. These 
minor defects detract little, however, from the 
general excellence of the work. 


Butterworths Commercial Controls 
Subject Index (Second Edition) 


by Butterworths Legal Editorial Staff 


(Butterworth & Co (Publishers) Ltd, London. 
5s net) 
'The unceasing flood of statutory instruments has 
resulted in so many amendments to the index of this 
well-known work that an entirely new index has been 
produced which will help to maintain the usefulness 
of the main work. 


SHORTER NOTICES 


TRADE-MARKS AND THE LAW OF UNFAIR COMPETITION. 
Second Edition by T. A. Blanco White, Barrister-at- 
Law. (Stevens & Sons Ltd, London. 5s net.) The 
author is to be congratulated on the pleasing and 
attractive way in which he presents a brief 72-page 
account of a branch of the law which, inevitably, 
is full of technicalities and pitfalls. Although addressed 
primarily to business men, the book will well repay 
study by the general reader "who has ever pondered 
on the meanings of the cryptic statements on the 
various branded goods that he buys daily. 

TRUSTEE SAVINGS BANKS. YEAR Book, 1952. 
(Wyman & Sons Ltd, Fakenham.) This is the nine- 
teenth edition of the official handbook of the Trustee 
Savings Banks Association. It contains the names 
of office-holders. of the Association, together with 
its constitution and objects, an account of the work 
of trustee savings banks, a review of the savings 
bank year-ended on November 20th, 1951—ап 
alphabetical list and directory of the various member 
banks and finally a ‘who’s who’ of the principal 
officers of the banks and of the Association. 


^ 
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ELEMENTS OF Accounts, by Andrew Baston, B.COM., 
(The Gregg Publishing Co Ltd. ros ód net.) The 
author of this new manual, intended for beginners up 
to the Intermediate stage, considers that students will 
obtain a much clearer idea of the purpose of book- 
keeping if they begin with the balance sheet and work 
back to the books of original entry. This treatment 
may be successful with the brighter pupils but for 
those of more moderate ability it may be rather like 
arriving at the cinema towards the climax of the 
feature film. The narrative is commendably straight- 
forward throughout and recapitulation questions and 
written exercises, taken in many cases from questions 
previously set by certain examining bodies, are 
appended to each chapter. 

‘THE EARNINGS OF INDUSTRY (1951—52 edition), com- 
piled by Aims of Industry Ltd. (Hollis & Carter Ltd, 
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London. 4s net.) The object of this booklet is to 
demonstrate that the structure of British industry is 
such that only a relatively small proportion of the 
profits earned annually is paid out in dividends and 
that what is so disbursed goes, predominantly, to a 
large number of small shareholders rather than to a 
small number of large shareholders. The compilers 
have reinforced their arguments with a number of 
illustrations, taken from recent company reports, of 
the breakdown of turnovers among materials, wages, 
overheads, taxes, dividends and profits retained, all 
expressed in percentages or as fractions of a £. Inter- 
esting as these examples are, too much emphasis 
seems to have been put on the ratio of dividends to 
turnover. À more helpful comparison would have 


been obtained by relating, where practicable, profits 


and dividends to capital employed. 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Treatment of Future Taxation in Accounts 


Sm, ~ Under the present system, income-tax assess- 
able under Schedule D is based on the profits of a 
previous year, except near the commencement or 
discontinuation of business. It is customary and 
prudent to reserve in the accounts for future income- 
tax on current profits. If this is done, a result is that 
at the commencement of business, the tax on more 
than a full year's profit is charged; and correspond- 
ingly if the business is discontinued, less is charged. 

I wish to suggest that the extra tax payable on 
commencement could be carried forward to be 
charged against profits when eventually the business is 
discontinued, or the system of assessment in this 
country changes to a current year basis. The amount 
carried forward would represent an asset — the right 
to earn profits not subject to deduction of tax in one 
of the final years. This asset will in effect be valued 
at cost; it should of course be written down to market 
^ value, if this is lower, і.е. the tax escapes if the 
business is discontinued. 

For example, suppose for simplicity that a business 
makes up its accounts to April sth, and that income- 











tax is 10s in the £. Tax charged against 
profits 
Tax Accepted Proposed 
Year TUM assessed . Wem system 
L` 1,100 550 1,100 550 
2 1,300 550 650 650 
3 1,500 650 750 750 
4. 1,700 750 850 850 
5 1,900 950 950 950 
6 2,100 1,050 200 750 
£4,500 £4,500 £4,500 





As far as Schedule D is concerned, the amount set 
aside for taxation appearing in the balance sheet 


a 


would be the current year’s and any past years’ assess- 
ments unpaid, plus the estimated tax on the current 
year’s profits, less the amount assessed on the basis 
of the profits of the opening years in excess of one 
year’s tax on each. In the example above the deduc- 
tion would be £550; this is the value of the ‘asset’. 

If it is considered that the annual profits under 
Schedule D will vary less than the rate of taxation, it 
would perhaps be better to ignore future taxation 
altogether. 

On the question whether the net amount set aside 
for taxation would be a provision or a reserve, I would 
tentatively suggest that it be treated entirely as a 
provision, as the connexion with future profits would 
be counterbalanced by the deduction of the asset 


mentioned. above. Yours faithfully, 
London, Wr. COLIN R. MERTON. 


Retail Confectionery and Tobacco Business: 
Valuation for Sale 


Sir, – In reply to ‘Perplexed’ (issue September 2oth), 
it is very difficult to lay down hard and fast rules, as 
each individual business must be treated on its 
merits and the same considerations apply to the 
retail tobacco trade as to any other type of business, 
viz. position of the shop (if it was in a busy thorough- 
fare it would obviously. be worth more than in a 
side street), security of tenure, whether capable of 
development, etc. As to the business itself, one needs 
specific information before getting down to figures 
but here are a few pointers which might be helpful: 
Generally speaking, in the tobacco trade, Govern- 
ment interference is at last having some result and 
sales resistance is now apparent, sales have declined 
very gradually over the past three or four years and - 
some districts now report a drop of 20 per cent, so 
that ‘Perplexed’ will be selling on a falling market. 
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Stock: if there is a large fancy stock (including 
cigars) in relaticn to turnover, it may be necessary 
to write off quite a large amount; purchasers would 
be reluctant to cver-stock this class of goods, especi- 
ally a multiple concern having expert knowledge of 
the trade. 

The number of direct accounts with manufac- 
turers may be a decisive factor as the marginal profit 
is so small on wholesale business. It is small enough 
on best parcel terms. In the usual type of business 
the mixture would run something like this: cigarettes 
75 per cent of turnover, tobaccos 20 per cent, 
sundries and fancies 5 per cent, and in this order the 
marginal profits are approximately 9:3 per cent, 
6:6 per cent, 20 per cent and 25 per cent. The con- 
fectionery turnover is important, the marginal profit 
being some 20 per cent. Here again it depends on 
how many direct accounts there are. This turnover, 
of course, depends on the number of points. One 
could assume therefore that the gross margin on the 
total mixture would not be more than ro per cent, 
netting perhaps between 3 and 4 per cent. A multiple 
concern would want io per cent on the capital 
involved, so that the total turnover would have to 
approximate to {16,000 yielding 34 per cent net. 
This type of business therefore might not fetch 
more than £5,500 s.a.v. 

Capital allowances on fixtures and fittings for income- 
tax purposes would also have to be considered. 

To sum up, it is impossible to generalize; so much 
depends on the purchaser and his willingness to buy. 
A person trading on his own account and managing 
the business himszlf would obviously pay a better 
price than a multiple with large overheads and a 
shop manager etc. 

Your correspondent will probably be even more 
perplexed now, but I will give him further assistance 
with pleasure if he wishes to write privately. 

Yours truly, 


Salisbury, Wilts. E. W. ROCKHALL. 


What is Profit ? 


Sir, – The letter from ‘Secretary’ in The Accountant 
dated September 6th raises an important point when 
he asks why so mzny companies now only publish 
a profit after deducting taxes. 

The reason surely is that boards are quite under- 
standably apprehensive about the reactions of their 
employees to the very inflated 'before tax' profit 
figures. Quite right:y, they know that once the full 
profit figure is published it will be ‘round the works’ 
in no time and quite false ideas generated about the 
affluence of shareholders. Preliminary announce- 
ments and many published profit and loss accounts 
are therefore drawn up so as to hide the true net 
profits before tax. 

It is hardly surprising that financial commentators 
are now so lax on this point that many of them write 
* of ‘net profit’ without any qualification to the effect 
that the figure is after tax provision. Indeed, in a 
recent experience which I had, two newspapers 
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went out of their way to add the tax provision to the 
net profit quoted in a prelimi«ary announcement, 
thus greatly inflating the published profits. 

However much we may sympathize with directors 
in their – possibly misguided — view that it is neces- 
sary to appease the political element in industry, 
surely we, as accountants, should stand out for a 
proper description of the results. If we do not, how 
long will it be before we are including income-tax, 


-profits tax and excess profits levy in our expense 


budgets! 


Yours faithfully, 
Radleti, Herts. L 


. B. DYBALL. 


Capitalization of Interest: Film Accounting 


Sir, - А film company obtained a loan for the pur- 
pose of producing a specific film, the loan being 
repayable primarily out of the receipts on exhibiting 
the film. The picture was completed and passed to 
the distributors for exhibiting. 

The backers, who advanced the loan, are entitled 
to a proportion of the receipts after the cost of 
production has been met. 

Readers’ views are invited as to whether, in the 
absence of agreement, interest paid should be charged 
to the cost of production and, if so, until what date. 

Yours faithfully 


London, EC2. HAMILTON, SHOR & CO. 


Bank Interest and Charges 


Sm, - With reference to the letter signed by 'D. 
appearing in your issue of September 13th, I do not 
consider the position quoted by your correspondent 
to be absurd, assuming of course that the arithmetical 
calculations are correct. ‘D.’ has overlooked the fact 
that the bank, in connexion with this company, has 
to pay out the money before it receives the proceeds 
of the cheques which have been paid in by the 
company. 

I think the position would be much clearer if ‘D. 
assumed the turnover of £5 million took place on 
one day instead of throughout the year. This means 
that the company's account is overdrawn {10,000 
at the beginning of the day. It pays in £5 million 
in cheques during the day and withdraws a similar 
sum also on the same day, thus leaving its account 
still overdrawn {10,000 at the close of business. 
The bank, however, has paid £5 million to the 
company but it will not receive the proceeds of 
£5 million paid in for four days. It is quite entitled, 
therefore, to charge the company interest on £5 
million for that period. Another way of considering 
the position is to assume that the bank does not 
credit to the company's account the sum of £5 
million representing cheques paid in until it actually 
receives the money. This means that the company's 
account is overdrawn £5,010,000 for four days and 
the bank obviously is quite in order in charging 
interest on this amount. . 

As regards point (1) mentioned in your corre- 
spondent's letter, interest is, of course, charged on 
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the daily balance and not on the figure of £10,000. 

The system advocated under point (2) might or 
might not be advantageous to the company. If the 
cleared balance in the current account were not 
sufficient to cover the cheques presented daily, 
interest would be charged on the current account. 
Furthermore, the company would not be able to 
obtain the benefit of cleared balances in the current 
account to set off for interest purposes against the 
overdraft in the loan account, as the bank would 
not allow set-off terms because the position en- 
visaged is expensive to the bank in that it has to 
keep a certain percentage of its deposits in the form 
of cash. Yours faithfully, 

C. J. 


Sir, ~ With reference to the letter from ‘D.’ in your 
issue of September r3th, surely, for the company to 
pay interest of £3,250, it is, in effect, working on an 
average loan of £65,000. Based on the assumption 
that it also takes four days to clear the cheques the 
company pay out, the bank reconciliation would be: 





£ 
Overdraft per bank statement .. 10,000 
Cheques issued during past four days 
not yet presented 2 55,000 
Overdraft рег cash-book . £65,000 





A check whether the four-day collection period is 
reasonable or not is by testing how long it takes to 
clear the cheques drawn. Yours faithfully, 

H.C.P 


Sir, ~ Your correspondent ‘D.’, writing in your issue 
of September 13th, would agree that cheques paid 
into a bank cannot be regarded as cash until they 
have been cleared and the collecting banker has 
received credit through the Banks Clearing House 
settlement. Any cheques drawn and presented before 
the banker has received settlement surely entitles 


Day One day Two days Three days 
+ £ 
I 16,666 
2 16,666 16,566 
3 16,666 16,566 16,666 
4 16,666 16,566 16,666 
5 16,666 16,566 16,666 
g 6 16,666 16,566 16,666 
7 
8 16,666 16,566 16,666 
9 16,666 16,566 16,666 
10 16,666 16,566 16,666 
1I 16,666 16,566 16,666 
I2 16,666 16,566 16,666 
13 16,666 16,566 16,666 
$14 
etc. 
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him to interest, as the true overdraft on the cus- 
tomer's account must be greater than is actually shown. 

'Taking your correspondent's figures of overdraft 
of Хто,оос and an annual turnover of £5 million ~ 
let us assume that the turnover represented 300 pay- 
ments into the bank of £16,666 each, and that there 
were drawings of the same amount when the credits 
were paid in- the debit balance would show at 
£10,000, but in actual fact the banker would be 
advancing: 

For the 1st day £10,000 + £16,666 = £26,666 

» 2nd, £10,000 + £33,332 = £43,332 
» 3га „ £10,000 + £49,998 = £59,998 
» 4th ,, {10,000 + £66,664 = £76,664 

Assuming that the payments in and the drawings 
continue at the same level throughout the year, the 
overdraft, although showing on the customer’s state- 
ment at £10,000, would in fact be £76,664, except 
for the first three days as shown above and Sundays ~ 
for which the banker would be fully entitled to charge 
interest. An illustration of the method employed by 
the banks is shown below, using the figures above. 

On the other hand, taking the extreme and 
assuming that the account was dormant for a year 
and that £5 million was paid in one sum to clear 
the overdraft, the banker would only take the 

uncleared effects on four days on the amount of the 
debit balance, ie. {10,000 x 4 and the simple 
interest on the £10,000 would be £500 to which 
would be added interest on the uncleared effects at 
£5 9s 7d, making a total of £505 9s 74. 

If the totals of credits paid in are less than the 
customer's overdraft, the banker takes four days' 
interest on the total value of the cheques; on the 
other hand, where the credit paid in is in excess of 
the debit balance, he then only claims four days' 
interest on the amount of the debit balance in respect 


of the uncleared effects. Yours Е 

T. С. 
bid. Manager. 

Total Ledger True 

Four days outstanding balance balance 
+ + £ 

16,666 10,000 26,666 
33,332 10,000 43,332 
49,998 10,000 59,998 
16,666 66,664 10,000 76,664 
16,666 66,664. 10,000 76,664. 
16,666 66,664 10,000 76,664 
10,000 _ 10,000 
16,666 66,664 10,000 76,664 
16,666 66,664. 10,000 76,664. 
16,666 66,664 10,000 76,664 
16,666 66,664 10,000 76,664 
16,666 66,664. 10,000 76,664. 
16,666 66,664. 10,000 76,664 
10,000 10,000 

etc. 

'To be totalled and worked 


against tables 
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CONFERENCE ON TAXATION 
A SUCCESSFUL MEETING IN SCARBOROUGH 


The undoubted success of the first conference on 
taxation, organized by our contemporary Taxation 
and held in Eastbourne last year, was repeated at the 
second annual conference, attended by over 800 ladies 
and gentlemen, ending in Scarborough last Monday. 


Chairman’s Inaugural Address 


The proceedings were opened on Friday, September 
19th, by the chairman, Mr Ronald Staples, Founder 
Editor of Taxation, who welcomed those attending 
and stressed his pleasure in presiding, as the conference 
coincided with the twenty-fifth anniversary of the 


founding of our contemporary. Expressing the hope- 


that the week-end would be a profitable one, the 
chairman referred to the need for professional people 
who are able and fit to assist the taxpayer in his 
difficulties. He continued: 


‘It is interesting to look back over the last quarter of a 
century which is undoubtedly the most remarkable phase 
in the development of United Kingdom income-tax law. 
Unfortunately, complication has been the key-note of that 
development and today it is alarming to contemplate how 
few of those who are subject to direct taxation are able to 
understand how their assessments are calculated and the 
reason for pin-pricking adjustments. (Hear, hear.) 

‘Attempts have frequently been made to ascribe the 
responsibility for these complexities and, while the drafting 
of the Acts themselves has undoubtedly sometimes called 
for censure, the Legislature has not been altogether to 
blame. The complication is largely the result of the 
increase in.the complexity of the commercial, industrial 
and financial life of the country. All human relationships 
seem to have become more complex and the added in- 
tricacies of the taxing Acts would seem to be but a logical 
result. In the late 1920s there were grounds for hoping for 
a return to comparative simplicity in our taxation law and 
practice. Excess profits duty, which was imposed. to help 
pay for the First World War, had been cleared up and 
only the provisions of Section 21 of the Finance Act, 1922, 
regarding sur-tax on companies, heralded the infiltration of 
artificial conceptions. 

‘But through the 1930s we saw a steady growth along 
these lines. They were perhaps seen most clearly in the 
estate duty provisions which later found final shape in 
Sections 46 and 55 of the Finance Act, 1940, and also in 
the development of sur-tax legislation ~ particularly with 
regard to investment companies. These provisions, of 
course, were introduced to stop loop-holes to prevent 
legal avoidance and were necessarily complex.’ 


Increasing Complexity of Taxation 


‘But for the financial needs of the Government due to the 
gathering war-clouds in the late 1930s, income-tax law 
might well have settled down to evolve slowly and firmly 
just as, over the years, the old English common law has 
done. The imminence of war put an end to all these hopes. 
When, under pressure, the Chancellor of the Exchequer 
withdrew from the Finance Bill, 1937, the provisions giving 
effect to his original proposal for a national defence con- 
tribution, he promised the House of Commons a "simpler 
tax with a greater yield" but the eventual tax which became 
part of the Finance Act, 1937, proved to be by no means 
simple. ‘Then came the excess profits tax with more com- 
plexities and points of principle to be solved: by the Com- 
missioners, the Board of Referees and the Courts. When 
excess profits tax ended, national defence contribution 
changed its spots and became the profits tax, and shortly 


afterwards we received a taste of capital levy in the shape of 
the “once-for-all” special contribution. Now we have the 
excess profits levy which surely has reached the limit for 
complex computations and unnatural assumptions. 

*The comparative simplicity of our income-tax law as we 
knew it before 1930 can never be known again. The com- 
plexities of modern industrial and commercial life lead 
naturally to complication ~ if not confusion – in our fiscal 
system, and the average taxpayer who in recent years has 
become accustomed to accepting and paying assessments he 
cannot begin to understand, can have but little hope of the 
position improving in that respect. Let us hope that the 
rates of direct taxation in the not too distant future may be 
so reduced that this fact will become relatively unimportant.' 
(Hear, hear.) 


Need for Strong and Simple Main Principles ' 


*Having reached this conclusion, it is clear that the best 
that can be done by all concerned — Legislature, tax officials 
and taxation advisers — is to strive not to miss the wood 
for the trees. We must seek a direct approach to problems 
and realize the necessity for strong and simple main 
principles. Complexity must be relegated’ to the minor 
problems so that there is plenty of room for give and take 
on both sides of the fence while main principles are pre- 
served and main tax collected. 

‘It is to be hoped that this broad approach to the prob- 
lems may be borne ín mind by those individuals and pro- 
fessional and industrial bodies giving evidence before the 
Royal Commission. We all know to what extent the great 
knowledge and tact possessed by Inspectors of Taxes is 
responsible for the smooth working of our intricate tax 
machine. It would be helpful if they could be given more 
power by the Board of Inland Revenue to compromise on 
small points where complexity is necessary. I believe there 
is too much centralization at Somerset House and that 
much time of Inspectors and professional advisers is wasted 
in submitting to head office problems that could be as well 
settled on the spot.' (Loud applause.) | 


At the conclusion of Mr Staples’ address, which is 
the subject of the leading article in this issue, a civic 
welcome was offered by the Mayor of Scarborough, 
Councillor J. W. Hardcastle, J.P. 


Computation of Schedule D Liabilities 


The chair was then taken by Miss Phyllis E. M. 
Ridgway, B.A., J.P., F.S.A.A., a member of the Council 
of the Society of Incorporated Accountants and 
Auditors, who introduced Mr James S. Heaton, 


F.S.A.A., to give an address on ‘Computation of 
Schedule D liabilities’. 


Repairs to Property 


Mr Heaton said he would deal in his address with some of 
the matters on which tax law might be at variance with the 
preconceived ideas of business men. He referred in par- 
ticular to items of expenditure which business men 
described as ‘renewal’ or ‘replacement’ and assumed as a 
matter of course that these would be deductible in com- 
puting profit for tax purposes. This was by no means 
necessarily the case; he quoted Donovon, J., in Phillips v. 
Whieldon Sanitary. Potteries Ltd ([1952] 31 A.T.C. 82, 
at page 84), 

‘to say that something is a replacement, and not a new asset, 

tells you -nothing which enables you to conclude whether the 

expenditure involved was of capital or revenue’, 


The speaker then went on to review the statutory pro- 
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visions dealing with deductions for repairs and renewals, 
formerly contained in the rules of Cases I and П of Schedule 
D in the Income Тах Act, 1918, afzer which he examined 
in detail the reported cases which zhrow up a distinction 
between replacement of the entirety anc replacement of a 
subsidiary part. After quoting again from the Whieldon 
case, Mr Heaton said: 

‘It. should at least be clear that so far as property is concerned, 
the replacement bubble is exploded and a ceduction is available 
only for such replacements which, as а matter of degree and 
therefore of fact, are no more than repairs, carried out in the 
form of replacement of part only of an ent rety.' - 


He examined in detail the question of clziming a deduction 
for hypothetical repairs which had been obviated by capital 
expenditure. 


| Machinery and Plaat 


Turning to machinery and plant, the speaker gave an 
interesting review of the history of what is now Section 
137 (d) of the Income Tax Act, 19:2 (fermerly Rule 3 (d) 
of Cases I and II), which prohibits any deduction for the 
supply, repairs or alterations of апу 'irplements, utensils 
or articles employed for the purposes of the trade’ etc. » 
‘beyond the sum actually expended fo- those purposes’. 
At first sight, these words appeared to authorize expenditure 
on the supply of the things mentioned, but they were 
difficult to construe at the present time and little judicial 
guidance was available.-Moreover, they must be read in 
the light of the inadmissibility of all capital expenditure, 

He reviewed the Inland Revenue practice of giving 
‘concessional’ renewal allowances in certain cases and gave 
some useful practical advice on the ccrrect approach to 
the problems to which it sometimes gives rise. 


Abortive Capital Expenditure 


Another subject on which tax law was at variance with 
accountancy and commercial principles was the treatment 
of abortive capital expenditure. For accountants, the 
difference between capital and revenue expenditure was 
only one of degree, for almost all capital expenditure must 


find its way into the revenue account in zime, the length of 


time depending on the life of the capital asset. Capital 
expenditure which proved abortive ought to be entirely 
written off at once. However, tax lew and practice tended 
to look at capital expenditure as being capital once and for 
all, regardless of whether it achieved its purpose or not. 
It was to be hoped that the Millard Tucker recommendation 
on this point would soon be accepted. 

Capital expenditure on an asset which belonged to some- 
one else did not receive all the allowance to which it was 
in justice entitled. In some cases it did qualify for capital 
allowances, but not where it related, for instance, to 
buildings which were neither industrial лог agricultural. 


Wholly and Exclusively 


Mr Heaton had some interesting observations to make on 
that perennial source of difficulty, the question whether 
expenditure has been incurred ‘wholly aad, exclusively' for 
the purposes of the trade etc. On the face of it, the rule 
excludes‘ all expenditure which was made with mixed 
motives but he pointed out that the Millard Tucker report 
had emphasized that expenditure coverirg different objects 
could be apportioned in accordance with the facts. ? 


At the conclusion of his address, Mr Heaton 
answered questions put by members in the hall. 
; Cocktail Party 
A most enjoyable function on the same evening was a 


cocktail party given by the Editor of Taxation to: 


celebrate the twenty-fifth anniversary.of the founding 


of our contemporary. This function was attended by ` 


members and their ladies. 
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- A Mock Appeal 


'The first session on the Saturday morning took the 
form of a mock appeal. To make this of the greatest 
practical value to members, the arrangements re- 


.sembled as closely as possible those of an actual 


appeal. T'hose taking part were: 


Chairman of Commissioners: Mr W. S. Carrington, F.C.A. 


Commissioners: Messrs J. Т. Patterson, F.C.A., F.S.A.A., 
and H. А. R. J. Wilson, F.C.A., F.S.A.A. 


Clerk to Commissioners: Mr Thomas L, Child, M.A. 


Appellant: ‘Scarborough Properties Ltd’ (a fictitious 
company) Mr Thomas S. Martin, Managing Director. 


Counsel for Appellant: Mr N. E. Mustoe, Q.C., МА. 


H.M. Inspector of Taxes: Mr R. A. Snook, H.M. Senior 
Principal Inspector of Taxes. 


Accountant: Mr Charles S. Stephens, F.C.A. 
The subject of the appeal related to the taxation 


. of property transactions; the session proved to be not 


only instructive but enjoyable, judging by the frequent 
touches of humour. 


Problems Arising out of the Finance Act, 1952 


In the afternoon, an address was given on ‘Problems 
arising out of the Finance Act, 1952', by Mr Frank 
Bower, C.B.E., M.A., who is Taxation Controller, 
Unilever, Lever Bros Ltd, and Chairman of the 
Taxation Committee, the Association of British 
Chambers of Commerce. At this meeting, the chair- 
man was Mr Geoffrey A. N. Hirst, T.D., M.P. 

Mr Bower dealt mainly with the problems of direct taxation 
and we will accordingly pass over his references to the 
earlier part of the Act, dxcept to observe that there are 
now no less than five separate rates of purchase tax, which 
are not even consecutively numbered for identification 
purposes. Thus there is thé first intermediate rate, the 
first rate, the second intermediate rate, the. second rate, 


-and the third rate; increasing from 25 per cent to 100 per 


cent. 

On the increase in personal reliefs, Mr Bower pointed 
out that the fall in the value of money, coupled with the 
retention of old figures of personal reliefs, had almost 


-unconsciously increased the total number of income-tax 


payers from. the pre-war .4 million to 15 million, with a 
consequent, administrative burden. Like other critics, he 
questioned the justice of having the same total income 
limits for small income and age reliefs, regardless of the 


. domestic circumstances of the claimant. 


This had been the first opportunity -to implement the 


‘fifty-seven. recommendations of the first Millard Tucker 


Committee. Ten of them had now reached ‘the statute 
book, of which seven were confined to the extractive 
industries. The other three were the abolition of the time 
limit for the carry forward of loss and management expenses 
reliefs, the withdrawal of “Usher’ allowances in respect of 
rent deficiencies on tied premises, and the extension of 
industrial buildings allowances to tunnel undertakings. 
The speaker rightly stressed the importance of Sec- 
tion 24 and the Sixth Schedule of the Act, which so far 


‘have had comparatively little publicity. They make con- 


‘siderable modifications in the provision for balancing 
allowances and charges on plant and machinery, and, as 
Mr Bower observed, the changes may prove more far- 
reaching in effect than the whole of the excess profits levy. 

'The reduction in the rates of profits tax, coupled with 
its exclusion from deduction in arriving at income-tax 
profit, was characterized by Mr Bower as a move in the 


"direction of simplicity since changes in profits tax would 


no longer have.income-tax repercussions. He added, a 
little ominously, that this was also a step towards the 
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making of profits tax a permanent corporation tax. He also 
pointed out that the recent change removed a serious 
anomaly in the case of companies which suffer a distribu- 
tion charge on liquidation and have no income-tax profit 
against which to deduct it. 

While welcoming the increase in the permissible re- 
muneration of directors of director-controlled companies, 
Mr Bower pointed out that the Millard Tucker Committee 
went further by recommending £2,500 for each full-time 
director. The new rules allow this sum for only the highest 
paid director, keeping the others to only £1,500 each. 

The new excess profits levy was 
‘the Government's contribution to the maintenance of full 
employment of tax practitioners, accountants and lawyers, end 
an act of self-sacrifice by an already overworked administra- 
tion, ... In a situation which calls for the maximum enterprise 
and drive, any tax on profits in excess of a fixed standard can 
only be obstructive.’ 


There were many inducements in the new tax to hold 
back from ventures which would produce a quick and 
profitable yield and to prefer action which was likely to 
yield benefits only after this tax had been repealed. 

Estimated to affect only 20,000 of a total of 175,000 
businesses, and to yield only £50 million in a full year, 
the tax would probably yield even less in view of the 
obvious signs of lower profits in 1952 — particularly if the 
Government was successful in its fight against inflation. 

Turning to the detailed provisions of the levy, Mr 
Bower expressed the view that an expert knowledge of the 
old excess profits tax was likely to be more of a hindrance 
than a help in understanding the new tax. It had been 
extremely carefully thought out and the Inland Revenue 
specialists to whom the first draft had been submitted had 
caused anti-avoidance provisions to be inserted which had 
greatly complicated the scheme. 


Back Duty Settlements 


Mr Roy Borneman, Q.C., was chairman at the after- 
noon session when Mr Ronald Staples gave an address 
on ‘Back duty settlements’. 

Mr Staples prefaced his address by observing that he 
had enjoyed the rare experience of dealing with back duty 
cases both on behalf of the Inland Revenue and on behalf 
of the taxpayer, though not, he added, the same cases. 
Practitioners had often asked him whether they should 
continue to act for a client who was proved to have been 
misleading them and was consequently involved in a back- 
duty investigation. In his view it was much better for the 
oa to continue to act, at any rate in the majority 
of cases. 


The Anti-evasion Drive 


After reviewing the evidence that there had been wide- 
spread evasion during the last war and that the Inland 
Revenue were taking energetic measures to deal with it, 
the speaker went on to cite examples of the ways in which 
information was obtained by the Revenue. He stressed 
the importance of the taxpayer making a full and complete 
disclosure at the outset, so that a full investigation could be 
made by the taxpayer’s advisers. 


Arriving at a Settlement 


The problem of arriving at the sum to be paid in full 
settlement of the back-duty liability was a delicate one; 
no hard and fast rules could be laid down as each case 
depended on its own facts. The Revenue had a system of 
applying a percentage to the total amount of duty they 
had lost, which was regarded as a penalty loading. Anything 
in excess of the duty which the Revenue could still recover 
by assessment was of course penalty but the maximum 
penalties were so large as normally to exceed all the duty 
lost, together with what the Revenue might regard as an 
appropriate sum for penalty properly so called. 

It must not be taken for granted that penalties were in 
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fact legally exigible and any claim by the Revenue on this 
account should be carefully checked. In any case, an offer of 
a sum in settlement should not be made until all the relevant 
facts and circumstances apart from the actual computations 
had been carefully reviewed. Ín particular, the amount of 
resources available to the taxpayer was a limiting factor. 
The speaker gave some practical hints about preparing for 
the interview with the Inspector at which the client was 
present and at which it was common for the Inspector to 
admonish him. 


The Penalty Legislation 

The speaker gave a detailed and illuminating review of 
the highly technical and difficult sections of the Income 
Tax Act, 1952, which provide for additional assessments 
and impose penalties. He explained the different treatment 
applying to excess profits tax, profits tax, excess profits 
duty, and income-tax and the variation where the defaulting 
taxpayer has died. 

One particular difficult section is Section 55 which, 
inter alia, enables a taxpayer who ‘discovers’ that he has 
filed an incorrect return to file a new one and thus escape 
penalties. Section 55 (2) deals with the case where no 
return has been made. It provides for immunity from 
penalties for this if the taxpayer files a return before pro- 
ceedings are commenced. The Revenue argue, however, 
that such a taxpayer still remains liable for penalties under 
Section 18 in that he has failed ‘without reasonable excuse’ 
to notify the Inspector that he is chargeable to tax for the 
year in question. Mr Staples examined the meaning of 
‘reasonable excuse’ in that section. 


Husband and Wife 

The speaker referred to the delicate situations which can 
arise when the wife gives wrong information as to the 
profits made in a business run by her and is unwilling to 
allow her husband to have details of her property and profits 
in the years covered by the resulting back duty investigation. 

This address was warmly welcomed by the members 
and at its conclusion many questions were put to 
Mr Staples and answered by him. 


Civic Reception and Dance 


In the evening 2 civic reception and dance were given 
by the Mayor and Mayoress of Scarborough; dancing 
lasted until midnight. 

Members and their ladies attended Divine Service 
at St Mary's Parish Church on the Sunday morning, 
and in the afternoon there was an eighteen hole medal 
round golf competition for the Taxation challenge cup 
at the South Cliff Golf Club course. This was won by 
Mr J. F. Fawcitt. 

On the Monday morning Mr C. N. Beattie, LL.B., 
Barrister-at-Law, gave an address on “The accountant’s 
approach to estate duty’, with Mr H. Raymond Tebb, 
F.c.A., in the chair. In the afternoon, Mr T. L. A. 
Graham, A.S.A.A., taxation specialist with Taxation, 
spoke on ‘Some Revenue concessions’. At this session 
the chair was taken by Mr S. W. Cornwell, F.c.a., a 
member of the Council of The Institute of Chartered 
Accountants in England and Wales, who expressed to 
Mr Staples the appreciation of all members of the 
second annual Taxation conference. 


Other Social Events 


In addition to the social events mentioned above, a 
full programme of entertainment was provided for 
the ladies of members; this included a coach tour of 
the Yorkshire Moors and a special mannequin parade. 
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THE INSTITUTE OF 
COST AND WORKS ACCOUNTANTS 


THIRD SUMMER SCHOOL AT CAMBRIDGE 


ACH of the addresses delivered at the third 
summer school of the Institute of Cost and 
Works Accountants, held at St Catherine's 


College, Cambridge, this week, dealt with a particular 
means of obtaining increased commercial efficiency 
through the work of the cost accountant's department. 


PRODUCTIVITY OF THE OFFICE WORKER 


Mr H. A. Simpson, F.C.W.A., F.C.LS., senior partner 
of H. A. Simpson & Partners, London, in an address 
entitled ‘The productivity of the office worker’, 
stressed the important part which the office had to 
play in contributing to the productivity of the 
concern as a whole: He believed that, as human 
beings are always willing to follow a strong leader, 
top management should ensure that the official in 
charge of the office was himself enthusiastic about 
production control, scheduling, programming and 
loading, job analysis, work simplification, layout of 
work, work unit measurement, standards and incen- 
tives as means towards increasing the productivity 
of his subordinates. Mr Simpscn submitted a 
specimen daily programme of the office manager's 
own work which had to be as thoroughly organized 
as that of his staff. After supervising the opening 
and sorting of the mail from 7.50 to 8.10 a.m., the 
next eleven periods, each of fifteen minutes, were 
spent receiving in turn his departmental chiefs with 
reports on the daily output of their sections. At 
these short interviews also, a special aspect of the 
department’s work was due for discussion on the 
same day each week, the one subject common to all 
departments ~ staff reports and the results of bonus 
awards – being dealt with each Monday. From 
II a.m. to 1 p.m. the office manager was free to deal 
with his own correspondence and to attend on the 


general, works and sales managers, if required. The 
first hour of the afternoon was spent in visiting office 
departments to discuss special points raised in the 
morning and the rest of the day was available for 
development and research into new accounting, 
costing office and works records. 

Mr Simpson considered that the office manager 
could best raise the level of office works standards 
by (а) promoting an interest in research among 
departmental chiefs, (b) suggestion schemes and 
awards open to all members of the staff, and (c) by 
employing full-time job analysts or method study 
men. He suggested that office work standards might 
be set by means of (а) motion and time study, 
(b) experience and opinion of supervisory personnel, 
and (c) the analysis of production records. The first 
of these methods might be applied to machine 
accounting and the third to a typewriting pool. 
Mr Simpson deprecated the idea, sometimes put 
forward, that an office work measurement pro- 
gramme suggested slave-driving and attributed this 
attitude to neophobia, or the fear of innovation. He 
advocated the establishment of incentive methods 
whereby those who helped to reduce costs were 
rewarded by extra remuneration. Examples of actual 
times achieved on such routine jobs as making 
up weekly wages, handling orders and invoices and 
filing correspondence were given in an appendix. 


OFFICE MECHANIZATION 


In his paper on ‘Office mechanization’, Mr H. H. 
Norcross, F.C.W.A., seniór partner of Norcross & 
Partners, Birmingham, pointed out that in contem- 
plating a system of mechanization, it was of the 
utmost importance to avoid the assumptions, firstly 
that mechanization was the only means to higher 
clerical efficiency and, secondly, that a mechanized 
system was always more efficient than a manual 
system. The first step in such an investigation was to 
get a proper appreciation of the clerical processes 
at present involved and to reduce these to a minimum. 
When this had been done and a statement made of 
what basic records were prepared, who prepared 
them, and the time taken, a list should be made of 
the alternative methods which might be used for each. 
Repfesentatives of companies supplying stationery, 
equipment and machines should then be consulted 
and invited to make suggestions. It might well be 


that the final result, after careful planning, was 
complete mechanization, a simplified manual system 
or a combination of the two. 

Much forethought had also to be given to the 
actual installation of the new system. Operators 
should be given a general appreciation of the scheme 
as a whole and a thorough training in the particular 
part for which they were to be responsible. Adequate 
supplies of stationery and filing equipment had to 


be ensured and a complete programme for the transi- 


tion, making due allowance therein for the probable 
slower pace of production immediately following 
the change-over, had to be drafted. It was imperative 
that whoever was ‘responsible for the installation 
should be in attendance during this critical period 
and that he should be prepared to make modifica- 
tions as experience was gained. The system, ‘once 
established, should never be' allowed to become 





370 


static. It should be constantly under expert review for, 
as well as internal changes, new machines and new 
methods might make reorganization of the entire 
system essential in the interests of economy. Mr 
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Norcross concluded his paper by referring to some 
general factors affecting the planning of mechanized 


systems and the selection of the most suitable: ' 


machines therefor. 


BUDGETARY CONTROL 


Mr Cyril A. Herring, F.c.w.a., chief accountant of 
British European Airways Corporation, in his address 
on ‘Budgetary control’, said that the title of his 
subject comprised the preparation of a detailed plan 
for every aspect of the business, the conversion of 
that plan into terms of money and the subsequent 
checking of actual results against the plan. In the 
aircraft operating industry, with which his paper 
was mainly concerned, the initial costs of capital 
equipment were so heavy that the preparation of a 
long-term sales forecast and a long-term equipment 
forecast was essential. These had to be reviewed 
from time to time as conditions, both internal, and 
external, were constantly changing. From these 
forecasts was derived, in turn, a short-term plan 
consisting of a short-term sales forecast and a fore- 
cast of ‘potential output, or its equivalent in the 
aircraft operating industry, a forecast of the total 
· flying hours available. This short-term plan was an 


.essential link between the long-term forecasts and 


the eventual budget and provided such information 
as the number and types of aircraft available, the 
anticipated flying hours per aircraft, the loads which 
the aircraft could lift and the percentage of capacity 
which should be filled, the number of crews and the 
flying hours of each crew, the basic route pattern 
and an indicatión' of the comparative profitability 
of all routes. This information enabled the planning 
unit to compile a production plan giving detailed 
operating schedules and load estimates, showing the 
routes to be operated, the frequency апа days of 
operation and the times of departure and arrival at 
airports. ; А 

Once the production plan was іп existence, revenue, . 
and expenditure’ budgets were then prepared 
and combined in an overall budget to , produce 
an estimate of the results to be achieved in the 


period under review. 


ELECTRONIC CALCULATING MACHINES IN INDUSTRY 


AND COMMERCE | 


Scientific and technological developments and the 
growth in size of business and administrative units 


in recent years have entailed a large increase in the. 


amount of figure work devolving on clerical staffs. 
Large-scale computation by human beings is often 
wasteful as their talents might often be diverted to 
more profitable pursuits than almost endless calcula- 
tion. 'l'his new need of society has been responsible 
for the evolution of the mechanical calculator and 
in an address on ‘Electronic calculating machines 
in industry and commerce’, Mr B. B. Swann, 
B.SC.(ECON.), B.COM., senior member of the Computer 
Division of Ferranti Ltd, explained how far this 
latest example of human ingenuity had been de- 


veloped. He described the Manchester Computer,. 


the most remarkable machine of its kind, as a high- 
Speed universal digital computer; digital because it 


worked with numbers; universal because it was not · 


tied down to any specific problem; and high speed 
because it used electronic circuits. It possessed the 
attributes of a group of human computers in so far 
as, given detailed instructions and provided with the 
necessary tables, it could perform a sequence of 
arithmetic operations automatically. It had also the 
faculty of storing ascertained information which, 


when relevant, could be applied to the solution of - 


fresh problems, thus avoiding weary repetition of 
calculation. This attribute meant that the more 
general the problem, the more likely was the machine 
to save time and money in arriving at the answer. 
Mr Swann said that two questions likely to be 
asked by accountants in connexion with the auto- 


7 

matic computer were-~what about - engineering 
reliability? and how do we know that the answers 
are right? The first, he thought, should not give 
undue concern. Troubles on the Manchester machine 
had been caused as much by .parts using already 
established electrical engineering techniques as 
with the newly developed electronics. When break- 
downs occurred, diagnosis took more time than 
repair and engineers had now devised means to 
make the machine look for its own faults. The 
answer to the second question was that the same kind 
of checks could be applied to the machine's solutions 
as those used by human computers. Moreover, 


the automatic computer worked so speedily that 


each calculation could quickly be done twice over 


"ог, alternatively, verified independently at each stage 


of the process. _ . 
So far, the high-speed computer has been used 


principally’ in the scientific field but Mr Swann. | 


gave instances of how it could be employed to 
advantage in industry, particularly in the routine of 
making up weekly wages. It had been estimated that 
the fully automatic machine ~as distinct from the 
electronic machine which worked in conjunction with 
the conventional punched-card system – could do 
the work of fifty to one hundred clerks and that its 
employment on any lesser scale would be uneconomic. 
There was, however, Mr Swann concluded, so much 
generality in the arithmetical operations which go to 
make up apparently very different-looking calcula- 
tions that the widening of experience in its uses 
would be rapid. 
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NOTES AND NOTICES 


The Institute of Chartered Accountants in 
England and Wales 


_Mempers’ LIBRARY 
А new edition of the ‘short list’? of books in most 


frequent use in the library of the Institute, including - 


books avanable on loan, has just been issued. 

Copies of the list are available to members, free 
and post free, from the librarian, upon receipt of an 
addressed label. . 

Personal 


Messrs Cooper BROTHERS, LESLIE, Seex & Co, 
Chartered Accountants, East Africa, announce that 
as from October Ist, 1952, the name of the firm 
has been shortened to Cooper‘ Brotuers & Со. 
Mr J. R. LzsLrE, M.c., who has been associated with 
the East African firm since its inception, will retire 
from the firm as from September 3oth, 1952. The 
pfactice will be continued by the other members of 
the existing firm and Mr IAN LESLIE, C.A., son of 
Mr J. R. Les, will be admitted to partnership on 
October 1st, 1952. > 

Messrs Cooper Bros & Co and AsPELL DUNN & 
Co announce that from October 1st, 1952, they have 
agreed to amalgamate their practices in the United 
, Kingdom. The Leicester practice will continue to 
У be carried on from 4, Wycliffe Street, Leicester, by 
the present partners, Messrs R: .DUNN, Е.С.А., and 

L. AsPELL, F.C.A., under the name of COOPER 
Bros & Co. 

Mr Percy R. Hayes, F.5.4.4., announces that he 
has admitted into partnership Mr Norman W. 
Hicks, A.C.A., from September rst, 1952. Mr Hicks 
was formerly his managing clerk. "The practice will 
be carried on under the style of Percy R. HAYES & 
Co, at Midland Bank Chambers, Wrexham, and 
Compton House, Corwen. 

Messrs Cromsiz, Lacon & STEVENS, of 34 
Waterloo Road, Wolverhampton, announce that 
they have as from April 1st, 1952, admitted as a 
partner Mr Bernarp JosEPH FLINT, B.COM., A.C.A., 
who has been associated with the firm for some 
years. The practice will be continued at the same 
address without change of name. 
` Messrs WniGLEYy, Botton & Co, ‘Chartered 
‘Accountants, of 23 Coleman Street, London, EC2, 
“announce that Mr Н. A. Capper, F.c.a., resigned 
from the partnership as from September 9th, 1952. 
The practice is being carried on-from the same 
address by the remaining partner, Mr L. E. H. 
Bouton, F.C.A. 
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Professional Notes 


Mr W. H. Newton, M.A., F.C.4., chairman of Serck 
Radiators Ltd, and a director of other companies, 
has been appointed an additional director of National 
Plastics Ltd. 

Mr Charles H. Brook, A.C.A., for thirty-one years 
comptroller of the Goodyear Tire & Rubber Co, 
Akron, Ohio, U.S.A., has retired from active business 
though he will continue to be available to the com- 
pany for consultative purposes. Born in England in 
1883, Mr Brook was admitted an Associate of the 
Institute in 1910, and emigrating to America, 
received his Bachelor of Science degree from the 
University of Akron in 1915. 


"The Royal Commission on Taxation 
New SECRETARY APPOINTED 


Mr J. A. Johnstone of the Inland Revenue Depart- 
ment has been appointed to succeed Mr E. R. 
Brookes as Secretary to the Royal Commission on the 
Taxation of Profits and Income. This is consequent - 
upon the appointment of Mr Brookes as a Secretary 
of the Board of Inland Revenue in the place of 
Mr F. A. Cockfield. 

Mr Cockfield is resigning his office of Commis- 
sioner of Inland Revenue, and Secretary and Director 
of Statistics and Intelligence to the Board of Inland 
Revenue as from October rst, to take up an appoint- 
ment on the executive committee of Boots Pure 
Drug Co Ltd | 


Importance of the Profession 
CONFIDENCE OF THE PUBLIC IN ACCOUNTANTS 


‘We give below extracts from an address by Mr C. 


Percy Barrowcliff, F.S.A.A., President of the Society 
of Incorporated Accountants and Auditors, given 
at the fiftieth anniversary luncheon of the Canadian 
Institute of Chartered Accountants, held in Montreal 
on September roth, 1952. - 

‘Accountants now occupy a position of the utmost 
importance in the economy of a country. J would make 
bold to say that the whole financial structure of a country 
rests firmly upon the skill, independence and integrity 
of the accountancy profession. A very delicate and 

- highly complicated commercial structure has developed 
and its orderly place in a country’s economy depends to 
a large extent upon our profession. 

“We advise on the costing, on the accountancy, on 
the financial implications and on various other matters 
of managerial and administrative concern; we audit the 
accounts which the public ~ whose money is at stake — 
require to be done by those skilled enough to do it and 
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who are unfettered by personal interest and whose 
integrity is above suspicion. It is to a large extent our 
certificates which bring confidence to the investing 
public and it is to our certificates the taxing authorities 
look for assurance as to the correctness of the results of 
the trading activities. 

“There is no profession which has as great a knowledge 
of business generally, of its finance and of its relation 
to the country's economy, than the accountancy profes- 
sion, and Í do suggest that governments would be well 
advised to consult with the profession much more 
than they do, on matters affecting the business side of 
the country's affairs. Our practical experience is un- 
rivalled and we would willingly place that experience 
at the service of the government of the country to which 
we belong.’ 


Manchester Society of Chartered 
Accountants ` 


The winter programme of meetings of the Man- 
chester Society of Chartered Accountants commences 
on Monday, October 6th, when Mr T. A. Hamilton 
Baynes, M.A., F.C.A., will give an address on “Death 
duties: their incidence and evaluation’. 


Other meetings to be held are as follows: 


Monday, November 3rd: ‘Management and accountants’, 
by Mr T. A. Lacy Thompson, D.S.0., M.C., B.A., A.C.A. 

Monday, December 8th: ‘Is the profession really measur- 
ing up to industry's needs for management accounting?’ 
by Mr W. W. Fea, B.A., A.C.A. 

Friday, January 16:h: Annual dinner at the Reform Club, 
Manchester, 

Friday, January 23rd: “The Finance Act, 1952’ (exclud- 
ing excess profics levy), by Mr James S. Heaton, 
F.S.A.A. At the invitation of the Incorporated Account- 
ants’ Society of Manchester and District, this meeting 
will be held in the Incorporated Accountants" Hall, 
9o Deansgate, Manchester, 3, at 6 p.m., preceded by 
tea in the Old Rectory Club (on the floor above) at 
5.30 p.m. 

Monday, February 16: ‘Excess profits levy’, by Mr 
E. N. Macdonald, D.F.C., Е.С.А. The Incorporated 
Accountants! Society of Manchester and District have 
been invited to attend this meeting. 

Monday, March 16th: An address by Mr 5. P. Chambers, 
C.B., C.B.E., M.SC.(ECON.). 

A discussion with the Association of H.M. Inspectors 
of Taxes in Manchester, on a date to be announced, 
during April. 

With the exception of that on January 23rd, all 

the meetings will be held in the Chartered Account- 
ants’ Hall, at 6 p.m., preceded by tea in the Three 


Shires Restaurant at 5.30 p.m. 


GOLF 


It is hoped to revive the pre-war golf meetings which 
were held with such bodies as the Association of H.M. 
Inspectors of Taxes and the Law Society. In order 
that the degree of support for this may be ascertained, 
members interested are invited to inform Mr J. S. 
Harrower, at 57 King Street, Manchester, 2. 
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` Board of Trade Directory 


The Board of Trade has published a directory! 
designed to assist business men in their dealings 
with the department. A complete list of the various 
sections of the Board is included, with their func- 
tions, addresses and telephone numbers; there is a 
comprehensive alphabetical index of ‘subjects’ giving 
the section responsible for each; and a detailed list 
of various industries for which the Board of Trade, 
the Ministry of Supply and other ministries have 
primary responsibility in such matters as allocation 
of material. 


British Insurance 


We welcome the first issue of British Insurance 
which aims at presenting each month information 
provided by practical experts on all classes of insur- 
ance and allied subjects, with special reference to 
industry and commerce. 


British Insurance is published at one shilling per issue 
and can be obtained from the publishers, Insurance 
Publishing and Printing Co, 5 New Bridge Street, London, 
EC4, at the yearly subscription rate of 14s (per 12 issues) 
post free. 


Overseas Economic Surveys 


ECONOMIC AND COMMERCIAL CONDITIONS IN 
PARAGUAY 


A survey of economic and commercial conditions in 
Paraguay has been published by Her Majesty’s 
Stationery Office, price 2s (post free 2s 354). This is 
the latest volume in the series of Overseas Economic 
Surveys issued by the Commercial Relations and 
Exports Department of the Board of Trade. 


Recent Publications 


Crrv or Coventry ABSTRACT OF ACCOUNTS, 
383 pp. 94X7. 

INTERNATIONAL ТАХ AGREEMENTS, Vol. ПІ. Wonrp GUIDE 
TO INTERNATIONAL Tax AGREEMENTS, 1843-1951. United 
Nations. xviiid-359 pp. 107}. Paper cover, 30s net. 
H.M. Stationery Office. 

PHOTOGRAPHY IN INDUSTRY. 20 pp. 11 X 84. 55 net. Institute 
of British Photographers, 49 Gordon Square, London. 
REGISTER OF DEFUNCT AND OTHER COMPANIES REMOVED 
FROM THE STOCK EXCHANGE OFFICIAL YEAR Book, 1952. 
iv--sog рр. 10X7. £r net. Thomas Skinner & Co 

(Publishers) Ltd, London. 

THE Srock EXCHANGE OFFICIAL YEAR Book, Vol. 11, 1952. 
сіу — cccl4- 1851-3712 pp. 10 X 7. Price for two annual 
volumes, £7 net, by post inland £7 2s 9d. Thomas Skinner 
& Co (Publishers) Ltd, London. 

CORRESPONDENCE AND MAILING, by Fred J. Neale, T.D., 
M.LI.A. 32 pp. 9X6. 6s net. Office Management Associa- 
tion, London. 

CoMMUNICATIONS, by E. E. Fidler. 46 pp. 9X6. 7s 6d net. 
Office Management Association, London. 


1 Directory of Board of Trade Deparments and their Work. 
H.M.S.O., price 9d (by post 10id). 
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OFFICE MANAGEMENT 


T is a healthy chzracteristic of most accountancy firms that 
јал everyone, from the senior partner to the latest ‘new- 
hatch’d, unfledg’d’ articled clerk, has his own ideas, definite, 
and in some instances uncompromising, as to how an office should 
be organized and conducted. This individuality, if encouraged in 
some cases and restrzined in others, helps in time to raise the 
level of efficiency not only within the office itself but also, if the 
same spirit of informed and constructive criticism is carried abroad, 
in the businesses of clients where reform may already be overdue. 
There is clearly no virtue in age — or, for that matter, youth — 
of itself, and few established professional firms would claim any. 
special merit - other than that of fundamental soundness – for 
their original systems, designed in gentler and less hurried days, 
оп which some dust may now have settled. The almost continuous 
task then which conf-onts those in: charge of the- management of 
most offices is how dest to adapt. the existing routines, as and 
when they begin to creak a little, to meet the rapidly changing 
circumstances of the times. This may be done by – as mentioned 
above — encouraging ће most sensible domestic suggestions from 
whatever source, by the study of the growing corpus of literature, 
mainly American, on office management, by standing back 
occasionally and looxing at the whole system as objectively as 
possible and, finally, by the interchange of ideas with other offices 
and individuals. 

An example of this last method was given at the summer course 
of 'The Institute of Chartered Accountants in England and Wales 
held recently at Christ Church, Oxford, when an address on "The 
office organization of an accountant in practice’, which is repro-. 
duced elsewhere in this issue, was given by Mr R. W. Еолр, 
A.C.A., and was followed by informal discussions among the 
members attending the course. 

The value of such a paper, the subject of which is too vast to, 
permit of other than.the most general treatment in the time 
available to the lecturer, is that it provides pointers for discussion 
both at the time of delivery and as a result of its subsequent 
circulation in print. Some readers may consider that the final 
section on ‘Organizing for peace of mind’ is an over-simplification, 
of a problem which reaches far beyond the confines of accountancy 
to the very roots of philosophy, but the first two sections contain 
practical points in plenty for. reflection and argument. What, 
for example, are the advantages of an audit team system? How 
can unproductive time be reduced to a minimum? Will a standard 
time-table of évents for liquidations obviate those occasional 


. - awkward omissions to file a return? These are but three of thé 
Many questions whizh, doubtless, will occur to the inquiring reader. 
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MEMORANDUM submitted to the’ Royal 
Commission on the- Taxation of Profits 
and Income by the Institute of Patentees 
(Inc.) puts the case of the inventor. It points 


out that the Income Tax. Act, 1945, drastically 
altered his tax position while the Finance Act, 
1952, has made matters even worse. 

Before. the 1945 Act came into operation, a 
payment received for the outright salé of a 
patent, or, broadly speaking, for the unlimited 
right of user over a defined period or in a defined 
area, was treated as a capital sum in the recipient’s 
hands, and he did not have to pay tax on it 
unless he was trading in patents. 

The main purpose of the Income Tax Act, 
1945, was to give allowances to traders and others 
who incurred capital expenditure which was not 
‘deductible in arriving at profit but which was 
nevertheless expended on wasting assets. The 
main provision of Part V of the Act, which dealt 
with patents, was the granting of writing off 
allowances in respect of capital expenditure on 
patent rights. These allowances were, in general, 
to be spread over seventeen years, the normal 
legal life of a patent. However, as a corollary to 
this concession, the immunity of the inventor 
from tax on his capital receipts was withdrawn. 
Moreover, if the patent rights had been the 
subject of a sale before April 6th, 1946, no 
allowances were to be given in respect of those 
rights, even for subsequent transactions. 

· Sales of patent rights after April sth, 1946, are 
thus taxable on the recipient, if necessary by 
Case. VI assessments, which are spread, not over 
seventeen years but over only six years, a serious 
matter for the inventor who 1s liable to sur-tax. 

The Finance Act, 1952, by Section 24 and 
Part II of the Sixth Schedule,! in effect extended 
the allowances to payments for the acquisition 
of future patent rights where the application for 
the patent in question is rejected or abandoned. 
At the same time, capital receipts in respect of 
future patent rights were made taxable in the 
same way as receipts for actual patent rights. 
The Institute's memorandum states that the 
sale of an invention, before an application to 
patent it is made, is not taxable, but this does not 


seem to be a correct interpretation of Part II 
of the Sixth Schedule, in which case the inventor 
seems to be in an even worse position. 

As the memorandum points out, the inventor 
thinks of his reward not in terms of the gross 
sum, but of the net amount left to him after 
tax, and it cites the precedent of the sums.awarded 


tax free by the Royal Commission on Awards 


to Inventors. Like so many other tax problems, 
that of the inventor would not be so pressing if 
the current rates of tax were not so high. 

It is submitted by the memorandum that at 
least the legislation introduced in 1945 should 
be repealed in so far as it imposes tax on sums 
which were previously tax free, pointing out the 
vital importance of maintaining the flow of 
inventions here and of keeping our more success- 
ful inventors in this country. 

The memorandum indicates that the bigger 
companies are tending to apply for fewer patents 
and to sell or license the use of drawings and 
technical information rather than patented inven- 


tions, since the former are not so likely to attract 


tax. Such 'know how' is of course unprotected 
from infringement and there is no provision for 
payment for its use by the Crown. 

An attempt has been made in the memorandum 
to measure the extent to which high taxation 
has inhibited the flow of patented inventions, 
whether by completely stultifying inventive re- 
search or by encouraging ‘know how’ agreements 


in respect of ideas which would otherwise be ; 


patented. It quotes statistics to show a marked 


increase in recent years in the number of 


registered designs. The significance of this lies 
in the fact that some inventions can be pro- 
tected by obtaining a registered design for an 
essential part of the apparatus, and capital sums 
obtained for the sale of such designs are not 


taxable in the same way as capital sums for · 


patent rights. Moreover, there was a marked 
drop in 1951 in the applications by United 
Kingdom residents for the registration of patents, 


while applications from abroad increased by a 
similar proportion. The memorandum draws the 


inference that some inventors are emigrating 
while others are reducing their activities. 


October 4th, 1952 


n 
d 


q 


October 4th, 1952 


THE ACCOUNTANT 


375 


ACCOUNTANTS IN. CHAINS? 


world of the popular Sunday press, the 

legitimate activities of accountants are not 
generally regarded as ‘news’. It was surprising, 
therefore, to find in the centre page of the last 
issue of the Sunday Express an article on the 
profession by Mr Bernard Harris. The burden 
of Mr HARRIS'S criticism — for he seems on the 
whole unfavourably disposed towards account- 
ants – is that, in his opinion, there are too many 
practising members serving.as part-time directors 
of public companies. These, he considers, are 
too often ‘text-book minded’ and underlines the 
warning that ‘sometimes with their insistence on 
playing for safety they may be a drag on a com- 
pany’s progress’. The general tone and temper 
of his remarks may be gauged by the following 
longer extract: 

"Today British industry needs to be enterprising. 
If it is to win out against growing competition 
from abroad it needs all the vigour, drive and 
energy it can muster. 

‘It will look in vain for those qualities from most 
accountants. All their training is against risk- 
taking. Safety first is their motto: they say “по” 
whenever possible. 

‘Already too many board-rooms are infected 
with the narrow book-keeping outlook of the 
practising accountant. 

“Too many accountants tend to dehumanize a 
business. Their hearts don't beat; they clink like 
cash registers.’ . 
Mn Harris concludes by suggesting that 

accountants who seek to control the destinies 
of British industry should first undergo practical 
training, and he quotes with approval the dictum 
of the managing director of a prosperous com- 
pany who would not have an accountant on his 
board 'until he had first spent six months in the 
works and six months on the selling side'. 
Neither members of the profession nor the 
more-informed readers of the Sunday Express 
will have been moved, except possibly to mirth, 
by Mr Hannis's reflections. His arguments аге 
a sorry mixture of the general and particular – 
some of which contradict each other — assembled 
apparently, with the aid of a few reference books, 
in complete innocence of the ideals which the 
accountancy profession upholds. It should 
not have to be necessary to point out to 


| the somewhat selective and sensational 


him that, beyond and above the purely material 


‘considerations with which his article deals, there 


are certain ethical standards which members of 
any profession are bound by training and tradi- 
tion to observe. When the accountant on the 
board of a public company appears to Mr 
Harris to be ‘playing for safety’ he is, in fact, 
probably advocating a policy of wise restraint 
based, not on natural caution, but on expert 
present knowledge and past experience. It is the 


possession and discriminate use of this capacity 


by responsible members of the community which 
do so much to hold society together. It is con- 
trary to all recognized codes of civilized conduct 
to take ‘terrific chances’ with other people’s 
money. "A 

In the complex structure of our present-day 
industrial society, where absolute standards of 
probity and integrity are more necessary than 
ever before, we can think of no one more suited 
by training and temperament for high admini- 
stration than the practising accountant of out- 
standing ability. The number and variety of 
problems upon which he is called to adjudicate 
in his everyday contacts give him unequalled 
Opportunities for cultivating the sense of pro- 
portion and breadth of vision necessary for 
leadership. His presence on a board of directors, 
most of whom by reason of a life-long pre- 
occupation with one industry and, perhaps, one 
company may have become a little parochial in 
outlook, acts as a stimulus and a challenge. They 
at least must recognize his authority when they 
invite him to become one of their number. 

We would ask Mr Harris, before again writing 
so pontifically on a subject which is clearly only 
partially at his command, to examine more 
closely the history, structure and purpose of the 
accountancy profession. In particular, we would 
recommend to him the hand-books and examina- 
tion syllabuses of the principal accounting bodies 
and even, if he wishes fully to appreciate the 
intellectual standards required of their members, 
the examination papers themselves. These may 
enable him better to appreciate that the eminent 
positions held by accountants in British industry 
have not been achieved fortuitously but are the 
outcome of knowledge and hard work. 
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INCOME AND EXPENDITURE 
THE HALF-YEARLY. EXCHEQUER RETURNS | 


of the fiscal year 1952-53, which were 

made public last Wednesday . morning, 
show a marked deterioration compared with the 
first half of the preceding year. Ordinary ex- 
penditure for the half-year was up by £233 
million at £2,033 million, while ordinary revenue 
was down from £1,877 million to £1,854 million, 
a fall of £23 million. 

The much discussed cuts in food subsidies 
have not yet had time to affect the figures to any 
marked extent. On the other hand, the rise in 
defence expenditure has been considerable. 


T= Exchequer returns for the first half 


Inland Revenue Duties 

Income-tax for the half-year was up by nearly 
£29 million, notwithstanding a decrease of 
nearly £17 million in the latter three months. 
The increases in personal allowanees granted in 
the last Budget, and which came into force in 
June as far as P.A.Y.E. was concerned, must 
have effected a considerable reduction in the 
yield. Their effect on the payments to be made 
later in the year will be less marked. Only a 
quarter of the total income-tax for the year is 
collected in the first six months and it relates 
mainly to individuals subjéct to P.A.Y.E. 

Sur-tax is another tax the collection of which 
is concentrated mainly in the latter half of 
the year. 

Only £33,600,000 was collected up to Sep- 
tember 3oth although the total estimate for the 
year is [123 million. Over £2 million more was 
collected in the first half of 1951—52, the decrease 
this year being confined to the first quarter. 

It may be that the dearer money poliey, with 
the consequent fall in the value of interest-bearing 
securities, has already adversely affected the yield 
from estate duty. The sum collected in the first 
six months is down by no less than £22 million, 
out of a total estimate for the year of £175 
million; £9 million of this £22 million decrease 
‘took place in the second three months. In the six 
months ended September 3oth, 1951, death 
duties were above the estimate, but for 1952-53 
there is likely to be a sharp fall. The task of 
forecasting death duty. yields is perhaps not so 


speculative as might at first sight appear. The 
bulk of the duties come from a large number of 
modest estates, and the spectacular sums paid 
in a very small number of cases have less effect 
on the total than their news value would seem 
to warrant. 

The sharp rise of £7 million in stamp iita 
collected in the first half of last year is matched. 
by a fall in the six months to September 3oth,. 
1952. The fall this year is no doubt largely due 
to a drop in ad valorem duty, consequent on the. 
dearer money policy and a corresponding fall in 
values. In addition, the Budget introduced relief 
for transactions below £3,450, which must form 


-a large proportion of the total. 


Separate figures for excess profits tax collec- 
tion arẹ no longer given, but the fact that this 
tax is a long time a-dying is emphasized by the 
post-war refunds at over £3 million for the half- 
year, a bare £100,000 less than the corresponding 
figure for last year. This is net, after the deduc- 
tion of income-tax. Together with profits tax 
the yield was £193 million, an increase of £37 - 
million over last year. No doubt this is the 
delayed effect of the rise in rates. 

A modest newcomer to the table is excess 
profits levy, estimated to produce £5 million in 
the full year. So far, the yield has been precisely 
nil and it may well be that even £5 million is 
too optimistic an estimate, notwithstanding that 
corresponding reductions in profits tax rates have 
been granted. With the present trend in profits, 
and the multiplicity of excess profits levy stand- ” 
ards, the effect of the new tax may be confined 
to causing a large number of skilled people to 
spend large amounts of time on computations 
showing no net liability. 

Another tax which is prolonging its own death 
struggles is special contribution. Of the estimate 
of £2 million for the full year, to include special 
contribution and minor Inland Revenue duties, 
£1,735,000 was collected in the first six months. 

Reductions in purchase tax effected by the 
last Budget seem to have already reduced the 
excise yield, which is nearly £18 million down on 
last year; £13 million of this, fall was concen- 
trated in the second quarter. .. 
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THE FINANCE ACT, 1952 — XIII 


Changing Partners in a Continuing Partnership 


in English law, it is in effect so treated 

for the purposes. of assessment to British 
income-tax on its profits, and changes in its com- 
position do not involve the application of the 
*cessation' provisions unless an election is duly 
made or there is a complete break in the identity 
of the partners. Section 328 (2) of the Income Tax 
Act, 1952, and its legislative forebear, Section 
60 (2) of the Income Tax Act, 1945, have 
hitherto similarly ensured that the provisions 
relating to balancing allowances and charges 
should apply to partnership plant regardless of 
any, changes in the composition of the partner- 
ship since the plant was acquired. A proviso 
prohibited the application of the subsection to 
annual allowances or to the optional deduction 
for obsolescence for pre-1946-47 plant under 
Section 296 (2). 

Paragraph 15 of the Sixth Schedule now in 
effect repeals this proviso so that Section 328 (2) 
extends to annual allowances and obsolescence 
deductions. Moreover, paragraph 12 replaces 
Section 328 (2) in relation to balancing allow- 


A == a partnership is not a person 


-ances and charges but only as regards events 


occurring in relation to the plant after the coming 
into force of the Act (July gth, 1952). The net 


- result as it affects Section 328 (2), therefore, is 


that this subsection has been as it were switched 
from balancing allowances and charges to annual 
allowances and obsolescence deductions. 
Paragraph 12 is similar in wording to Section 
328 (2) which it partially replaces. The principal 
change is that it contains a reference to 
‘any event which gives rise or may give rise to a 
balancing allowance or balancing charge’. 
Section 328 (2) merely referred to something 
being ‘done’ for the purposes of the trade etc. 
Paragraph 12 is limited by the proviso to 
paragraph 12 (1). This proviso refers to the 
limitation on the amount of balancing charge 


.to the aggregate of the allowances actually given 


on the plant in question — a limitation which 


. applies to all balancing charges. Where a balanc- . 


ing charge is imposed by virtue of paragraph 12, 
this maximum is still further cut down in that 
no account js to be taken of deductions or allow- 


ances iude in respect of the plant in pre-1946—47 
years in so far as such deductions and allowances 
are attributable to a person who was no longer 
carrying on the trade etc. (whether alone or in 
partnership) at the beginning of the year 1946-47. 


. Schedule 6 - Miscellaneous Amendments | 
Paragraph 14 of the Sixth Schedule makes a 
slight verbal amendment to Section 332 (3) of 


‘the Income Тах Act, 1952. This amendment is 


consequential oo the suspension of initial allow- 
arces and was apparently overlooked when 
Section 20 of the Finance Act, 1951, was passed. 
It preserves the right of a contributor to another 
person's capital expenditure on plant to claim 
allowances on his contribution, notwithstanding 
that the recipient of his contribution did not 
receive an initial allowance, provided that the 
recipient did receive an annual allowance. 

"Paragraph 15 of the Sixth Schedule has been 
dealt with above, and Part II of the schedule, 
which consists of paragraphs 16 and 17, has been 
dealt with under the heading of patents. 

Part III of the Sixth Schedule, which consists 
of paragraph 18 only, enacts that Chapter VI of 
Part X of the Income Tax Act, 1952, shall apply 
to the schedule as it applies for the purposes 


- of Part X. Chapter VI is the chapter which con- 


tains the miscellaneous provisions applicable to 
capital allowances in general. Part HI of the 
schedule also provides that the expressions used 
in Part I have the same meanings as in Chapter II 
of Part X (the chapter dealing with plant and 
machinery allowances), while expressions in 
Part II of the schedule have the same meanings 
as in Chapter V of Part X (patents). 


Sixth Schedule: Conclusion 
'The Sixth Schedule to the Act received scant 
attention in Parliament; it was passed with hardly 
any discussion, and certainly without amend- 
ment. Nevertheless it makes important changes 
in a branch of the law which is of very wide 
application. 

It is often claimed that the obscurities of 
Finance Acts are not the fault of the original 
draft Bills, but of amendments introduced in 
the House of Commons without sufficierit con- 
1 See The Accountant, September 6th, 1952, page 259. 
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sideration. It will be interesting to see the fate 
of this schedule when, untrammelled by amend- 
ments, it comes to be judicially interpreted. 
Certain inelegancies of language strike the eye 
at once. Paragraph 3 (1) (d) begins, for instance, 
with the words; 
* the event is that...’ 

Throughout the schedule there appears a lack 
of conviction on whether to use the word ‘may’ 
or the word ‘might’. The former appears in para- 
graphs І (1) and 12 (1), the latter in paragraphs 
2 (1) and 3 (x), but both words are used synony- 
mously. Incidentally they are used to express 
mere possibility; in Section 22 (2) (c) the same 
words are used in a permissive sense.! 


Industrial Buildings Allowance for 
Tunnel Undertakings 

Section 25 of the Act results from a recommenda- 
tion in paragraph 268 of the Millard Tucker 
Committee Report that ‘the same treatment 
should be given to the Mersey Tunnel as is 
given to buildings and structures which fall 
under the definition of industrial buildings’. The 
definition of ‘industrial building or structure’ in 
Section 271 of the Income Tax Act, 1952, is 
long and involved but is not entirely satisfactory. 
By virtue of Section 271 (1) (b) it included a 
building or structure in use for the purposes of 
a transport, dock, inland navigation, water, 
electricity or hydraulic power undertaking. 

The Mersey Tunnel Joint Committee main- 
tains a road tunnel between Liverpool and 
Birkenhead and operates elaborate systems of 
ventilation and traffic control, besides the collec- 
tion of tolls and the removal of vehicles which 
break down in the tunnel. It is assessed to income- 
tax under Case I of Schedule D on its profits. 
However, its claim for industrial buildings allow- 
ance in respect of the tunnel and of the buildings 
constructed to house ventilation plant, was 
rejected by the Inland Revenue on the ground 
that it was not an undertaking within the section. 
. The lacuna created by this combination of 
inadequate drafting and official caution has now 
been filled by Section 25 (1) which adds ‘tunnel 
undertaking! to the undertakings specified in 
Section 271 (1) (b). It does not expressly make a 
tunnel an industrial structure; in effect it goes 
further by permitting allowances for all struc- 


1 See. The Accountant, August 30th, 1952, page 236. 
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tures used for the purposes of a tunnel under- 
taking, provided they do not fall within the 
prohibition in Section 271 (3) against dwelling- 
houses, offices, etc. 

The expenditure on the actual cutting of the 
tunnel will still be excluded from allowances by | 
Section 278 (т) (b) of the Income Tax Act, 1952. · 
Expenditure on the tunnel lining and other parts 
of its structure will however qualify. It is interest- 
ing to recall that the Millard Tucker Committee 
made a further recommendation in connexion 
with tunnels and cuttings. The Committee 
pointed out that although the cutting or tunnel, 
as distinct from the lining, may not be the subject 
of depreciation, the whole structure may cease 
to be of value and may even require to be filled 
in. It recommended accordingly that a balancing 
allowance should be given in respect of the ex- 
penditure on tunnelling or cutting if the taxpayer 
could prove it had become valueless. 

Section 25 (2) sets out to do two things: firstly 
to confine allowances (and charges) under the 
section to 1952-53 and subsequent years; 
secondly, to ensure the writing-off, for the earlier 
years, of part of the capital expenditure incurred 
on the building and structures covered by the 
section. The first seems to be superfluous; 
Section 25 (1) only amends the Income Tax Act, 
1952, which is confined in its operation to 1952—' 
53 and subsequent years. It will be observed 
that the increases in personal relief granted by 
Sections 14 and 15 are not expressly confined to 
1952-53 and subsequent years. 

Notwithstanding that the undertakings con- 
cerned have been deprived of the allowances 
which presumably they ought to have received 
for the years 1946-47 to 1951—52, their capital 
expenditure is to be written down as though they 
had in fact received those allowances, with a 
corresponding eventual restriction of future 
allowances. This is done by applying Section 
268 (5) of the Income 'Tax Act, 1952, in relation 
to years prior to 1952-53 but excluding proviso 
(a) to that subsection. Proviso (a) excludes the 
operation of Section 268 (5) for any assessment 
year where the structure was an industrial 
structure on the April sth preceding that year. 
Most of the buildings covered by Section 25 of 
the Finance Act, 1952, would fall within the 
proviso and accordingly it is excluded. 


(To be continued.) 





October 4th, 1952 


THE ACCOUNTANT 


379 


PREMIUMS FOR LEASES ^. 


by SIDNEY I. SIMON 


lease of business premises, unless it is paid 

by a property-dealing concern, is treated as 
capital expenditure for tax purposes. Similarly a 
premium is regarded as a capital payment not 
liable to tax under Case I of Schedule D in the 
hands of the recipient. It is proposed to consider 
the liability of the recipient under гпу other Case 
or Schedule. 


ЈЕ is well settled that a premium paid for the 


Schedule A 


The rules for estimating annual value under 
_ Schedule A which are found in Part III, Chap- 
t ter II, of the Income Tax Act, 1952, include the 
following: v 

‘Section 88 (3). Any such assessment (based 

on the rent set out in a lease) shall not be binding 

if it appears to the Commissioners: 

‘(c) that the lease or agreement . . . has been 
assigned to the tenant . . . for any considera- 
tion in money or value paid cr agreed to be 
paid,’ 

So that if a premium has been paid it is to be 
taken into account in determining the annual 
value under Schedule A. The leading case in the 

~ Subject is Davies v. Abbott ([1927] 6 А.Т.С. 296; 
II T.C. 575). A lease of certain premises was 
granted for a term of fourteen years in considera- 
tion of a premium of £200 and an ennual rent of 
£30. The lessee covenanted to do all internal and 
external repairs. The General Commissioners on 
appeal arrived at an annual value of £68 thus: 


Rent under lease .. " 5 А x 

One-fourteenth of £20c premium 3 14 

Interest on premium .. kx 5. IO 

–  Landlord's repairs T i s I4 
~ 

£68 


The Court of Appeal held that the Com- 
missioners were entitled, in determining the 
annual value of the premises, to take into account 
the premium originally paid for tke lease plus 
interest thereon. . 

Lord Hanworth, M.R., includec this in his 
judgment: 

"The rule which is applicable here is Rule 9 (c) 

of No. IV Schedule A, Income Тах Act, 1918, 

. (now Section 88 (3) (c), Income Tax Act, 1952); 
_ the lease “has been assigned to the tenant . . . for 
any consideration in money or value paid or agreed 

to be paid”, The result was that the Ccmmissioners, 
having taken into account the sum of £200 as they 


were bound to do, had to.determine what was this 
consideration in money paid or agreed to be paid. 
. . . If one takes the true sum which is to be paid, 
and is being paid, by this tenant for these premises, 
„it falls really into three parts. The first is the rent, 
the second is the liability for repairs, and the third 
is the loss both of capital and interest in the pay- 
ment out and out of the £200. 
And Lawrence, L.J., said: 

'In my opinion the Commissioners, in ascertain- 
ing the annual value on the basis of the lease, were 
justified in adding to the rent such a sum as not 
only would replace the capital of £200 at the end 
of the term but also a sum which would compensate 
the tenant for the loss of interest during the term.’ 


Excess Rents 


There has been no revaluation under Schedule A 
since 1936-37 so that apart from the case of 
property structurally altered, the Revenue are 
powerless to increase an annual value. The 
solution was the excess rent legislation contained 
in Sections 15 and 16, Finance Act, 1940, now 
Sections 175 and 176, Income Tax Act, 1952. If 
a premium is paid, can it be taken into account 
in the calculation of an ‘excess rent’ assessment 
under Case VI of Schedule D? 


А Short Lease, Section 175 
Section 175 provides that for the purpose of 
calculating Case VI excess rent liability under 
that section, there has to be a notional re-compu- 
tation of the Schedule A assessment by reference 
to that rent and the other terms of the lease. If 
that means that there has to be a complete 
re-estimation of the annual value, it seems on the 
authority of Davies v. Abbott that the premium, 
plus interest thereon, is to be taken into account. 
Even there it is arguable whether Davies v. Abbott 
is direct authority for including a premium in a 
calculation under Case VI of Schedule D. 

On the other hand the provision in Section 175 
may simply mean that in the notional re-compu- 
tation the usual adjustments should be made for 
rates paid by the owner, repairs borne by the 
tenants, the exclusion of rents paid for services, 
and so on. This view, which it is submitted is the 
better one, though there is no certainty about it, 
will now be considered. As yet there is no legal 
decision on the point. 


Millard Tucker Committee’s Report. 


There is an interesting account of the taxation 
problems involved in the payment and receipt of 
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‘premiums in the report of the Committee on the 
Taxation of Trading Profits.1 At paragraph 216 
there is this: 


‘On the other hand, a provision that the premium 
should be spread over the period of the lease and 
the appropriate fraction treated as the lessors’ 
income for each year of that period is equally im- 
practicable. It would involve charging income-tax 
and sur-tax many years after the money had been 
received and perhaps spent. There would be even 

` greater difficulties where the lessor died, for neither 
his estate nor the beneficiary entitled to the rever- 
sion of the lease, could be charged tax for years 
during which they have derived no benefit from 
their interest and were unlikely to do so for some 
time to come. Again, the lessor, or on his death his 
‘executors, might sell the reversion; in such a case 
it would be impracticable to charge either him or 
* his estate or the purchaser.’ 
Now the committee was considering liability 
.under Case I of Schedule D, but it is submitted 
that that reasoning applies equally to liability 
under Case VI. The report also states: 

"The problem of taxing the recipient is the rock 
on which previous attempts to give relief to a 
lessee have foundered.' (Paragraph 216); 

and 

*We recognize, however, that it might be im- 
possible to give allowances in respect of leasehold 
interests to the payer without some corresponding 
charge on the recipient, especially having regard 
to the developments which might follow the grant 
of unilateral relief . . . our own deliberations have 
forced us to the conclusion that a comprehensive 
inquiry into the whole position of lessors and 
transferors, both under Schedule A and otherwise, 
would be necessary before such a charge could be 
devised. . . .' (Paragraph 227.) 

If there were an existing method of taxing a 
premium on a lease under Schedule D (i.e. as an 
‘excess rent’ under Case VI) it seems inconceiv- 
able that the committee would have missed it. It 
is submitted that this would be a powerful argu- 
ment to submit to the Appeal Commissioners as 
to the true meaning of Section 175, Income Tax 
Act, 1952, which is that a premium is not to be 
included in a Case VI computation. 


Short Lease, Section 176 

Section 176, Income Tax Act, 1952, applies to 
short leases of land not wholly comprised in a 
single unit of assessment, and to short leases of 
land wholly comprised in a single unit of assess- 
ment which are not leases for the purposes of 
Section 175. The measure of the Case VI 
liability on excess rent under Section 176, is the 
1Cmd. 8189 of 1951. 
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excess of the rent receivable over the net 
Schedule A assessment corresponding to the tax 
borne by the lessor or the rent payable by him, 
whichever is the greater, less certain other 
deductions specified in the section itself. It is to 
be specially observed that the words ‘and the 
other terms of the lease’ which appear in Section 
175 do not appear in Section 176. 

If these words in Section 175 are construed to 
mean that a premium paid for a lease within that 
section has to be taken into account in a Case VI 
computation under that section, then the appar- 
ently absurd position is reached that a premium 
is to be included for the purpose of Section 175, 
but not for the purpose of Section 176. Both 
sections, it will be remembered, deal with the 
computation of Case VI, Schedule D, liability on 
excess rents arising under short leases. 


Rule of Construction 1р 

It is submitted that Section 175 ought not to be 
read in isolation, but that it should be considered 
in the light of Section 176. It is a well established 
rule of construction that enactments im pari 
materia are to be taken together as forming one 
code of law. This was well put in the House of 
Lords in Colquhoun v. Brooks ((1889), 2.Т.С. 490) 
by Lord Herschell (at page 500): 

‘It is beyond dispute, too, that we are entitled, 
and indeed, bound, when construing the terms of 
any provision found in a statute, to consider any 
other parts of the Act which throw light upon the 
intention of the Legislature, and which may serve 
to show that the particular provision ought not to 
be construed as it would be if considered alone and 
apart from the rest of the Act.’ | 
From this it would follow that there being no 

liability on the premium under Section 176 then 
the same treatment should be accorded under 


Section 175, and that the words ‘and other terms : 


of the lease’ have the narrower meaning contended 
for above. 

It is fully appreciated what an avenue of tax 
avoidance this might offer. Be that as it may, the 
remedy is with the Legislature and not with the 
Courts. Meanwhile, it is understood that the 
practice of the Inland Revenue department is to 
take into account a premium on a lease of less 
than seven years, though the significance of the 
seven-year limit is not clear. The premium in 
Davies v. Abbott was for a lease of fourteen years. 
It seems worth while appealing to the Commis- 
sioners where the figures justify it, always bearing 
in mind that the Revenue, if defeated, may well 
thereafter proceed on a case stated to the High 
Court. 
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THE OFFICE ORGANIZATION OF AN 
... ACCOUNTANT IN PRACTICE 


by R. W. FOAD, A.C.A. . i 


INTRODUCTION 


clear at the outset. First, that I have no special 

knowledge of office organization; I can only 
raise in general terms the sort of problems which I 
imagine we all experience. Second, that I am here 
to learn and not to instruct. If anything I am going 
to say has a ring of the cate- 


Tm are two things I should like to make . 


. ORGANIZING FOR PROFESSIONAL 
EFFICIENCY 

ae . General 

The professional accountant is in business to sell 

the services which his knowledge, skill: and experi- 

ence enable him to provide. He sells services. 

The first, thing, therefore, is to make sure that the 
services he sells are the best that 





gorical, will you please treat it as 
tentative and on inquiry. 

A practising accountant's 
office is an extension of his hand 
and brain. It is something he 
has built up, or which his pre- 
decessors have built up, to 
enable him to do more work, or 

‘larger work, than he could do 
single-handed, and not to enable 
him to do different work. His 
office must therefore reflect his 
purpose, adopt his standards, 
else he is guilty of debasing his 
standards in order to increase 
his practice. 

This, I think, should be our 
approach to the organization of 
our office – ће ideal, zt least, 
towards which we should reach. 
If all the work which has to be 
done could be done by one indi- 
vidual ~ the principal of the firm 
~ what would he do, how would 
he do it, and what personal 
satisfaction would he expect to 
derive from it? How best can he ensure, when he 
extends his practice, that his assistants are maintain- 
ing his own standards of work, and that the addi- 
tional rewards which are the incentive to expansion 
are not vitiated by excessive costs or by an undue 
burden of cares and responsibility? 

The nature of the organization must be governed, 
not only in form but in degree, by those functions 
of the office on which we place the most importance. 
There can be no doubt about what they are. 

First, we want the office to turn oat work of the 
highest professional standards. Next — since we have 
to eat -- уе want it to function profitably. And we 
want it to work with the least amount of internal 
friction and to provide a sense of satisfaction and 
achievement to all its members. I am -herefore going 
to deal with the subject under three separate heads: 

Organizing for professional efficiency; 

Organizing for internal efficiency; and 

Organizing for peace of mind. 


dh s 
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can be rendered. 

It is the principal who is 
employed by his clients. It is 
he who puts his name to the 
work that is done in his office. 
It is he who must take full 
responsibility for its accuracy 
and the soundness or other- 
wise of the judgment which it 
displays. It follows that he 
must so organize the profes- 
sional side of his office that 
the work which he delegates 
to others is done as he would 
wish to do it himself. Con- 
trolled delegation in this sense 
is impossible without proper 
work programmes, vouched for 
by the individuals who have 
done the work, and adequate 
working papers supporting the 
accounts and reports to which 
the principal puts his name. 
But this in itself is not enough. 
It is the duty of a principal from 
time to time to go beyond this 
superficial evidence of what has been done, and 
satisfy himself that the work behind the evidence has 
been done as he would wish it done. How often 
and to what extent he should make these checks on 
the work are matters of experience and, no doubt, 
of conscience. : 

In stressing the personal obligation of a principal 
to his client, I do not mean to suggest that the 
principal is necessarily a better informed accountant 
than his responsible assistants. The reverse is often 
true and, indeed, in a limited field it is probably 
always true. One reason, of course, is the complexity 
of modern accountancy practice. High taxation, 
legislation, and the widening field of activities into 
which the professional accountant is drawn, mean 
that it is no longer possible for one individual to 
become expert in all branches of practice. Specializa- 





ia^ 





` An address delivered on September 13+, `1952, at the 


summer course of The Institute of Chartered Accountants 


. in England and Wales, held at Christ Church, Oxford. 
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tion in one form or another has become inevitable. 

For the sole- practitioner, there are two alterna- 
tives. He can restrict his practice to those branches 
in which he can become and remain expert, or he 
can arrange to have specialists on his staff. In a 
partnership, there is the additional alternative that 
the partners themselves may specialize. 

I do not propose to discuss the first alternative, 
the restricted practice. Nor do I wish to go into the 
arguments for and against specialist partners. I 
would like you instead to consider the question of 
specialization among the staff. , 

Except in the larger offices – with which we аге 
not concerned – any system of rigid departmentalism 
must surely be bad. For one thing, the greatest 
number of the staff in any office are juniors or young 
qualified men who must, in their own interests and 
that of the future of the profession, obtain a good 
general training. For another, the amount and type 
of the work passing through an office ebbs and flows, 
and a reasonable amount of elasticity in the staff 

` available for it is essential. One way of increasing the 
professional efficiency of the office in these conditions 
is to appoint certain members of the staff – call them 
head-seniors if you like-- who are prepared to 
specialize in particular subjects, but who continue 
‘to be productively engaged themselves. These men 
‘might or might not be given their own staff of assist- 
ants; that is a matter for the individual office and 
does not affect the basic system. | 

As a suggestion, the main branches of work in an 
average practice might be divided into: 

Audits and accounts; 

‘Taxation; 

Liquidations and receiverships; 

Investigations, systems, costing. 


Audits and Accounts 


In many cases the principal will be his own specialist 
in this branch of the work, but where he feels himself 
unable to give sufficient time to it, there is much to 
be said for making a senior member of the staff 
engaged on audit work, head-senior. As such it 
would be his duty to make and keep himself familiar 
with modern audit practice, with the Companies, 
Trustee and Apportionment Acts, the recommenda- 
tions of the Institute, modern trends in the presenta- 
tion of accounts and all current thought on these 
subjects. He should be encouraged, and given the 
opportunity, to read current books and journals, 
study published accounts, attend courses. He is to 
be the recognized authority in the office on these 
matters. 

The head-senior should not attempt to be a channel 
between the audit staff and the principal. If he tries 
to overlook the work of other audit seniors he will 
undoubtedly become a bottle-neck in the organization. 
He would be the leading member of the staff engaged 
on audit and accountancy work, but he would not, 
because he could not, be responsible for the work of 
other seniors. In a nutshell, he would be a working 
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member of the staff, the expert in his particular 
line (and given special facilities for that purpose) 
freely available for consultation. 

The audit head-senior might well be made 
responsible for the general structure, though not 
for the nature and extent of the detail, of the audit 
programmes. I would like here to put forward the 
merits of the two-fold audit programme – the one 
dealing with the detailed checking behind the trial 
balance, and the other concerned with the verifica- 
tion of the balance sheet and accounts. 

'The detailed programme will always be peculiar 
to the individual audit, but, mainly because of the 
requirements of the Companies Act, the accounts 
audit programme must be largely standardized. 
'There is much to be said for the preparation by the 
head-senior of a standard accounts audit programme 


for general application to the formal balance sheet 


and profit and loss account of a limited company. 
'This programme would serve for the verification of 
all the items normally found in the accounts of a 
trading company, and would contain all the appro- 
priate references to the Eighth Schedule and other 
parts of the Act. 

Istrongly recommend this type of programme as an 
aide-mémoire and a time-saver. A specimen extract 
is shown in Appendix I. The subject-matter is 


ilustrative only, but I would like you to consider 


how the programme might be used as an instrument 
of organization. 

It is no disadvantage in a stereotyped programme 
of this kind that it contains matter which will not be 
relevant in all cases. It is always more important to 
know what verification has not been obtained than 
what has been obtained. It may be quite as significant 
to consider the assets and liabilities a company does 
not have as to see chapter and verse for those which 
it discloses. 

Taxation 


There can be very few practices today which have 
not a permanent tax senior or tax department. This 
form of specialization has arisen by force of circum- 
stances in the last twelve or fifteen years; not only 
have the enactments and regulations grown enor- 
mously in volume and complexity, but their applica- 
tion so vitally affects the fortunes of a client that 
proper service cannot be given him without specializ- 
ation to a high degree. The need for specialization 
on this subject is, I think, accepted by all prac- 
titioners, but opinions differ as to how much of the 
tax work should actually be done in the tax de- 
partment. 

So far as personal tax cases are concerned, the best 
and quickest service will undoubtedly be given to 
clients if all such cases are dealt with by the perman- 
ent tax staff. On the other hand, it may be unfair 
to the general staff, and is wrong in the case of articled 
clerks and juniors, not to give them experience in this 
subject. But the overriding consideration is service 
to the client, who may suffer severely if he'is not 
expertly advised. It seems essential, therefore, that 
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all work of this nature done by the general staff 
should be gone over by someone on the permanent 
~ tax staff, even though this means duplication of work. 
In practice, articled clerks and juniors will no doubt 
be seconded to the tax department for two or three 
months at a time while more senior staff will lose 
touch with personal taxation work altogether. 
Rather different considerations apply to company 
(or other business) taxation. The analysis and other 
information must be extracted during the course of 
the audit, and to know what to extract the clerk in 
charge of the audit must have a good working know- 
ledge of the principles governing the computation of 
profits. There are some who think that the audit 
clerk should at this stage pass over his papers to the 
tax department for the tax department to deal with. 
There are many who think the clerk in charge of 
. the audit is the best man to complete the taxation. 
. I suggest that the only satisfactory method is a com- 
promise; the audit clerk and a permanent tax clerk 
should sit down together and prepare the computa- 


' tions. Thereafter the tax department should deal: 


with the case to finality, consulting the audit clerk 
on any disallowances and the like. 

An essential part of the organization of the tax 
department is its diary or time-table, without which 
returns may become overdue or appeals and claims 
go out of date to the detriment of the client. Such a 
diary may best be kept by means of a visible card 
index with signal tabs. À specimen, which can be 
altered to suit individual tastes and requirements, is 

< shown at Appendix П. The great thing is to keep it 
simple, and not to attempt to make it too informative. 

We are apt to think of taxation as meaning income- 
tax, sur-tax, profits-tax, excess profits levy. But there 
are other forms of taxation with which we are from 
time to time concerned. It may be even more import- 
ant to a client to arrange his affairs to save estate 
duty than to save, say, sur-tax, and the two may be 
mutually exclusive. Should not the tax department 
be the office authority on estate duty as well as on the 

-annual taxes? Stamp duty is heavy, and its incidence 
might well have a bearing on the form of a purchase 

- and sale transaction. The provisions of the Stamp 
Acts, and the circumstances in which the various 
rates of stamp and capital duties are payable, ought 

` to be readily ascertainable from the tax department. 
And what of that heavy duty, purchase-tax, of which 
we see such large amounts passing through our 
clients’ books? Ought we to know something more 
than we do about the application, machinery of 
assessment and the penalties attaching to breaches 
of the regulations of this tax? Make it the business of 
somebody in the office to find out enough about it 
at any rate for general audit purposes. 


Liquidations and Receiverships 
This work comes to us, suddenly, urgently and at the 
least convenient times. In the case of liquidations and 
receiverships, it often means stationing one or more 
members of the staff away from the office for days 
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or weeks at a time. A considerable responsibility 
rests on them. Sometimes the staff available has little 
or no practical experience in the work. 

The member of the staff who undertakes to spe- 
cialize in this branch, unlike his fellows engaged on 
auditing and taxation, may only be called upon 
occasionally in his special capacity. At other times 
he must function as a member, say, of the audit staff. 
But the urgency and importance of his branch of 
the work, when it does arise, may be sufficient to 
warrant his appointment as head-senior. 

The task of the head-senior will be to prepare, to 
instruct and — to the extent that he is not engaged 
on the work himself — to be available for consultation. 
Like the other head-seniors, he would make and 
keep himself expert in the laws, regulations and 
application of his subjects. In work of this kind, the 
principal is usually more directly concerned with 
detail than in other branches; he may be assisted 
throughout by the head-senior but – especially where 
there are continuing liquidations and a spread of 
work – he will often have to make do with less senior 
assistance. He must have specialized knowledge at 
call. 

' For liquidation and receivership work, the first 
object of the head-senior, and perhaps his most 
valuable contribution, will be to prepare against the 
future a skeleton programme and time-table of 
events. In this he will take account not only of the 
formal steps which are by law required to be taken, 
and the time allowed, but also of the practical things 
which a liquidator or receiver normally has to do to 
protect the assets or himself, and the omission of 
any of which is only too easy in the hurly-burly of 
taking over a business. The selection of the items, 
and the setting of time limits, would be left to the 
commencement of each case. Armed with such a 
programme and time-table, even a clerk with little 
experience can do valuable work, and a duplicate 
time-table enables the principal to watch the pro- 
gress of the work. A specimen extract from a skeleton 
time-table is shown at Appendix III. Again, please 
regard the subject-matter. as illustrative only, and 
consider the. merits of such a time-table as an 
instrument of office organization. i 


Investigations, Systems, Costing 
Whether or not these matters warrant a special 
branch and a head-senior depends entirely on the 
nature of the practice. Whatever the practice, investi- 
gations arise from time to time; it may be a case of 
fraud; it may be for prospectus purposes, or for 
purposes of purchase and sale of a business, or on 
behalf of an intending investor, or of a special interest 


‘such as‘a creditor or debenture-holder or a class of 


shareholders. Generally speaking, these investiga- 
tions follow some sort of pattern, and there is much 
to be said for having available a pre-list of the points 
which may require investigation, classified under 


‘general headings. Of course such a list will be ex- 


haustive and unwieldy, and only exceptionally will 


m 
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it be applicable in full. To present the investigating 
clerk with such a list is to destroy its usefulness; its 
purpose is to enable the principal or a senior to 
select, at the short notice usually available to him, 
the basic points he wants his assistant to cover. In 
this way can be saved many of the frustrating delays 
through lack of data which arise during the prepara- 
tion of the report. | 

For prospectus and similar work in connexion 
with the raising and marketing of capital, the head- 
senior must make himself familiar with the relevant 
sections of the Companies Act and of the Prevention 
of Fraud (Investments) Act, with the Stock Ex- 
change regulations and requirements, with the regula- 
tions and governmental statements governing the 
Capital Issues Committee and with all other relevant 
information. He should study and keep a file of 
representative advertisements, and a note of special 
features. He should know the relative merits and 
requirements of offers for sale, placings, new issues. 
He should be familiar with the machinery of the 
allotment, issue and transfer of shares and stock. 

Whether the practitioner equips himself to advise 
on production systems and costings or not, he must 
be reasonably knowledgeable about them if he is to 
carry out his normal work efficiently. Let someone 
on the staff be responsible for making a general 
study of the subject and for getting to know by 
actual inspection — in practice if possible, at exhibi- 
tions if necessary — something of the scope and short- 


comings of the various mechanical appliances on. 


the market. 
Other Subjects 
There are other subjects on which a central fund of 
information ought to be, but often is not, available 
in the office. It is a good plan to ask other members 
of the staff — not necessarily seniors – each to gather 
together information on-a particular subject. ‘Thus, 
one might make his subject life assurance and 
annuities another; pension fund and pension schemes 
for individuals; another, company secretarial practice, 
and so on — each being regarded in the office as the 
expert in his line. Not only will this provide authori- 
tative information in the office; it will lend interest 
and dignity to the work of members of the office staff, 
ж * » | 

I have sketched out a possible organization for the 
firm which cannot or does not wish to adopt the 
specialist partners system. You may not agree with 
it. You may not agree that our work has developed 
beyond the scope of a single expert. But if you do 
agree, then I think you have to accept this. It is the 
principal who becomes Jack of all trades, and as the 
principal tends to know less and less about more and 
more, he must have around him men who know 
` more and more about less and less. 


ORGANIZING FOR INTERNAL 


EFFICIENCY 


We put our clients’ interests first; having secured 
those, as far as we can, we may properly look to our 
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own. What do we seek? I take it to be maximum 
productivity from direct effort, the elimination of. 
undesirable wastage of indirect effort and services, 
and some degree of amenity. ` | 
The cost of assistance is by far the largest expense 
in the profit and loss account of the normal practice, 
so let us look first at salaries. It is easy enough to 
segregate the salaries of those engaged on professional 
work and those engaged in maintaining the organiza- 
tion of the office. But the salaries of those engaged on 
professional work cover unproductive - non fee- 
earning time, as well as productive – fee-earning 
time. А 
Unproductive Time : 
What does this unproductive time consist of? Well, 
it covers time spent going to and from work, waiting 
in the office to see the principal, coffee in the morning, 
juniors waiting for their seniors to finish off some 
other work; it covers illness, time off, annual holidays 
and many other things. Not all unproductive time is 
wasted by any means, if it serves a purpose or pro- 
vides a desirable amenity, but there can be much 
time spent which does no one any good, and it is 
this we must seek to eliminate. Most forms of 
wastage are fairly obvious, if often overlooked, but 
a less obvious source of unproductive time is the 
frequent switching of staff, either during the course 
of work or from year to year. I would like to hazard 
the guess that the additional time which this entails, 
in the average practice, exceeds all other forms of 
time waste. Perhaps those of us here engaged in 
industry can tell us something of it. : 


Productive Time 


Now, what about the time which is spent pro- 
ductively? I don't propose to discuss salary rates, 


.but it must be obvious that the fast and accurate 


worker is a bigger fee-earner than his slower, less 
reliable colleague. There are other considerations, 
domestic to each office, but sooner or later economic 
factors must prevail. and efficiency will earn its own 


reward. But individual output is not the only thing;- 


it is the total cost of earning a fee that determines 


a 


profit or loss. In that sense an individual cannot be + 


paid too highly if by the successful delegation ~ 
controlled delegation - of work to less expensive 
staff he is able to bring down the total cost of that 


. work. 


We have dealt with delegation by the principal to 
his senior assistants; now we have to consider delega- 
tion by seniors to juniors, especially on the largely 
routine work of auditing. There are many, both in 
practice for themselves and assisting in practice, 
who believe that an auditor should not be bound 
down to any hard and fast programme, but should do 
as his instinct and experience dictate. That he is, 
in his way, an artist. I do not believe the auditor is 


an artist. I regard him as a craftsman, putting pride 


in his work first, but building for utility by tried and 
orthodox methods. The skill which is his personal 
attribute undoubtedly shapes his work, but a great 
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deal of hard, straightforward labour goes to the 
making of it. A very large proportion of our audit 
work can properly be done by unqualified staff and 
by learners provided they are told by their senior 
precisely what they are to do, they understand why 
they are doing it, they do not deviate from their 
allotted work without prior reference to their senior, 
and the senior sees that they carry out their work 
faithfully. Having mapped out in clear detail the 
work he wants done— І have stressed before the 
necessity for full audit programmes and working 
papers – the senior should confine himself to points 
of principle and the main verification, and to seeing 
that his assistants do the work he has set them. And 
it should be possible from his records – his pro- 
gramme and papers – for the principal, too, to see 
what work has been done and who has done it. 

If all this be accepted, the audit team emerges as 
the most satisfactory form of. staff organization. A 
senior is allotted a series of audits to occupy him 
fully during the year with a schedule or time-table 

` for their completion, and preferably he is given his 
own team of assistants. He will get the. maximum 
output from them, since he is accountable if he runs 
behind schedule. He will learn to know his team, and 
train them in his way of going: they will come to 
know what he expects of them, and will become 
familiar with the work itself. A large part of the 
office management — staff arrangements — is elimin- 
ated, as seniors make their owa arrangements be- 
tween one audit and another. It is for the principal 

"то arrange for a gradual movement of audits and of 
staff from one team to another, t5 prevent both work 
and staff from growing stale. 

Obviously there must be some elasticity in the 
system. There will be peaks and valleys in activity, 
largely due to a congestion of year-ends. No doubt 
the principal will use his persuasive powers to 
spread the year-end dates; there are often cases in 
which, from the nature of the trade or for other 
reasons, it would be convenient or advantageous for 
clients to alter existing year-end dates. 

From time to time the teams may be raided for 
special work, and that, too, is inevitable. It may be, 
if there is a sufficient flow of special work, that one 
or more assistants are retainéd especially for it. They 
also will have their inactive periods, and will be 
available to help on the audit side. The best plan is 

` fo put them on to non-routine audit work, such as 
the periodical review of internal control, a delving 
into the system of invoicing and dispatches and 
similar inquiries which are essential but not of annual 
recurrence. The audit teams might well be prepared 
with a number of such potential inquiries against the 
opportunity to use additional szaff. 


Administrative Staff 


Now, what about the staff whe are not engaged on 
professional or fee-earning work? Their salaries 
probably form the next heaviest item of expense in 
the practice, and they certainly contribute largely 
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to the smocth running or otherwise of the office. 

.. The extent to which an administrative staff (for 
want of a better phrase) is necessary must vary quite 
widely, and depends both on the type of tbe practice 
and the degree of administration exercised by the 
principals themselves. But small or large, every 
accountant's practice requires an office manager 
(though he be the principal himself), a cashier, book- 
keeper, reception clerks, telephonist, office boys or their 
equivalent and general secretarial and typing services. 

Office management, and therefore the cost of office 
management, can be reduced to a considerable extent 
by the adoption of the audit team system. Let the 
team leaders have their own time-tables and show 
you at fixed regular intervals how far the time-tables 
have been adhered to, and you can safely leave them 
to make the best use of their staff. The same applies 
to other branches of the work. The important thing 
is to have an initial time-table, coupled with a 
regular review of progress by the principal or 
manager, and subject to that one should interfere as 
little as possible with staff arrangements. The best 
managed office is that which requires the least 
amount of office management. : 

- The internal accounting of an accountant's office 
is a mystery into which, I imagine, few practising 
accountants have probed. Like the lawyer's will and 
the doctor's cough, it is something on which the 
practitioner is very ready to advise others, but he 
seldom takes his own advice. Very few of the prac- 
tising accountants to whom I have spoken had the 
slightest idea of how their records were kept or what 
system, if any, they adopted; or if they had, they 
were not anxious to talk about it. Perhaps it would 
be no bad thing if we were obliged to audit and 
report on each other's accounts, but I won't go 
further here than to suggest that a short while spent 
by a principal in overhauling his own accounting 
may save many hours of his book-keeper's time. 

Of the remaining internal staff, the reception 
clerks and telephonist play a large part in the smooth 
running of the office, and in maay ways they are the 
most important of the internal staff. They present 
the facade of the office to the outside world, and by 
their efficiency the efficiency of the practice as a 
whole is often rightly judged. I suggest, for instance, 
that there can be no comparison in effectiveness at 
the reception desk between an experienced com- 
missionaire and one or more voung boys or girls; 
it is doubtful whether, even in a small office, the 
commissionaire is more expensive. It is false economy, 
too, not to employ a properly trained switchboard 
operator for the sake of the relatively small saving in 
cost. The mis-handling of.telephone calls in your 
office may cause you to become exasperated with 
your operator, but your client will be exasperated, 
not with her, but with your practice. 


Time Recording 


There are different opinions as to the merits of 
checking into and out of the office. I myself doubt 
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the value of booking in and out as a check on time- 
keeping, largely because the book leaves so much 
unsaid. An occasional spot test is more effective, if 
a check is needed at all. Otherwise, leave it to the 
seniors to look after the juniors, making it clear that 
they have a duty to report bad time-keeping. 
. As to the posting of time against clients, some 
leave it to the cashier, some to the commissionaire, 
and the larger firms no doubt employ permanent 
ledger clerks. With the audit team system, there is 
much to be said for making a junior in each team 
summarize weekly the time diaries of his team, 
passing the summery to the main time-ledger through 
the team-leader. The principal ought to be provided 
with a monthly summary showing in four columns 
for each member of the staff, time charged to clients, 
time charged to office, absence and total. 

The extent of the narrative included in individual 
diaries varies, I imagine, from very little to not 
much. A record of work done is obviously necessary 
in fairness to clients, but where it appears and is 
properly marked up in the audit programme, and 
there is proper supervision by the senior, it is prob- 
ably unnecessary to repeat it in detail in the diaries. 


Fee Costing 


The normal method of costing work is to apply, 
to each grade of clerk engaged on productive work, a 
rate intended to cover salary, overhead and profit, 
and to use these rates as a guide in fixing fees. The 
rates have been altered from time to time as costs 
have increased, but it may be that in some offices 
they require investigation afresh. 

Let us first see-how much of an assistant's time 
can properly be charged to clients. For this purpose 
let us take a working day of seven hours, three weeks' 
annual leave and alternate Saturdays off. The-annual 
chargeable time may be calculated thus: ; 











Total days 365 
Sundays 52 
Saturdays ie «а Us 39 
Annual leave ane xis ane 15 
Public holidays si 25 - 7 
Sickness ~ say Ae - m 7 

— 120 
Effective days .. 245 

Effective hours – 245 X 7 .. = 1,715 

Chargeable to office — say .. ba 175 
Chargeable to clients 1,540 





Thus based on fairly normal working conditions, 
-the maximum amount of an assistant’s time which 
can properly be charged to clients is between 1,550 
and 1,500 hours a year, and is probably nearer to the 
latter than the former. 

This means that if, for example, an assistant is 
paid £500 a year, the direct cost of his chargeable 
time is 6s 8d an hour. If for one reason or another he 
does not put in as many working days, or if pro- 
ductive work is not continuously available through- 
out-the year, the direct cost of his time is greater. 
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In addition to productive salaries are the over- 
heads salaries of cashier and book-keeper, tele- 
phonist, reception, a large part of typists’ time, the 
office manager if you have one, pension scheme if 
there is one, national insurance, rent, rates, station- 
егу: and such other expenses. It would be interesting 
to shear the experience of members of this course, 
but I am going to suggest that these overhead ex- 
penses may well amount, in a medium-sized firm, to 
50 per cent of the total salaries páid to those engaged 
on professional work. If this is so, and if it is applied 
without costing refinements as a percentage on direct 
cost, the actual out-of-pocket expense of an assistant 
paid {£500 a year is 10s per productive hour. Your 
£750 a year man costs 15s an hour and your £1,000 
a year man £1. It is easy to see that, in fairness to 
one's clients, the best possible use must be made of 
time and that as far as possible routine work must 
be delegated under control to the lower ranking 
assistants, 

I don't suggest that a straight percentage addition 
for overheads is necessarily the proper way to cost; 
some prefer to apply a part of their expenses as a 


. flat hourly rate, irrespective of grade, and the balance 


as a percentage of salary cost. But however the over- 
head expenses are spread, one way or another they 
have to be recovered. ` 

With costs at their present level, you may feel 
that a rough and ready costing is no longer a good 
guide to fee-fixing and efficiency. There is much 
to be said for bringing out on the fee-slip the actual 


time cost for each assistant, together with the appro- : 


priate overhead charge; the excess of the fee is a 
contribution to profits and any deficiency is a clear 
loss on the work. Sometimes a very small margin of 


profit, or a loss, is inevitable or deliberate, but in 


general terms it means either that the fee is wrong 
or - more ‘probably —that the planning or the con- 
duct of the work is inefficient. Costing on an actual 
basis is one of the best guides to office efficiency. 


Training 
Every professional office is a training ground, not 
only for those who contract on that basis- the 
articled clerks — but for all its junior staff. 
The biggest difference between the pre-war and 


the post-war accountant's office is to be found in the - 


decline in the standard of training. This has been | 
. attributed to the fact that entrants have come in at 


a later age and often on short-term articles, and 
to the higher pressure under which an office has to 
work today. But there is a duty on practising account- 
ants to raise the standard of training, and it will 
serve them well to do so. : U ; | 
The articled clerk requires a balanced ration of 
work, as it were, which should be broadly planned at 
the beginning of each year by his principal. It is 
the duty of the seniors for whom he works to see 
that he is well grounded in what he has to do. The 
training. should be hard, in the sense that careless 
and ill-prepared work should not be allowed to 
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pass witliout censure and, if possible, revision. The 
standards expected by the office should be made 
very clear and the clerk given to understand that he 
must conform to them if he expects a satisfactory 


report by his principal to the Institute. Although - 


he is under no obligation to do so, the principal 
should obtain periodical reports from his articled 
clerks’ tutors, who will be very willing to supply 
them. And the principal might well refresh his 
memory by reading over now and again the recom- 
mendations of the Council in connexion with service 
under articles. 

The training of other juniors will of necessity 
differ in design from that of articled clerks, for with 
them training must to a large extent give place to 
staff requirements. Nevertheless, an efficient and 
economical staff will only be built up if juniors are 
trained, and strictly trained, in office ways to office 
standards. In the audit team system, seniors will in 
their own interests see. that juniors do their work 
well and efficiently, and it should be known and 
accepted in-the office that team leaders are obliged 
to give objective reports to the principals on the 
work of their juniors. Good work should be publicly 
praised, bad work publicly condemned. 


Competition is the best incentive to efficiency. . 


Where there are audit teams, let the leaders en- 
courage a rivalry among their assistants in speed, 
in the neatness and layout of working papers and in 
the form of presentation of statements and accounts; 
And there may be other incentives. If, for instance, 
. the standard of working papers in the office is low; 
“the quickest and cheapest way for the firm to raise 
the standard might be a half-yearly prize or bonus 
to be given to the junior or semi-senior presenting 
the best three sets of working papers in that period. 
One hears too many complaints by principals and 
by seniors of the quality of the staff now available; 
I don't agree. There is nothing wrong with the 
quality of the recruits to the profession. What is 
wrong is that they are not being sufficiently well 
grounded and trained in their work. They are 
.. expected to learn without being taught. It is a short- 
sighted апа an expensive policy. 
. But training need not be confined only to juniors: 
More senior men fall into bad habits if they are not 
kept up to scratch. Perhaps the most common failing 
. among seniors is that of taking their work up to 
nine-tenths of completion, and then dropping it in 
favour of some other urgent work. ‘Half a day in the 
office will complete it', but weeks pass before that 
half-day is put in. When it is, at the last possible 
moment, the work is invariably found to take three 
days. Е 
There is а quita directive which . might wall 
become a standing order in every accountant’s 
office. You. will seek out, pin down.and destroy the 
enemy. Seek it out ~ make quite certain of your 
objective before you start. Pin it down — put your 
programme and your time-table down on paper. 
Then ‘finish it off. Don’t just torture it by slow 
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‘strangulation, but kill it dead. Then get on with tlie 


next job. 

Control 
Whatever form of office organization you adopt, it 
is not the least bit of good putting it in and expecting 
it to run itself. It will not. The principal himself 
must ensure that it is working properly, and he can 
only do this by requiring information at fixed regular 
times, with which nothing should be allowed to 
interfere. Thus he will want to see the master time- 
tables for the audits marked off to show those actually 
completed and those in arrear. He will want to know 
what tax cases are in arrear and why. He will want a 
summary of individual time-sheets showing time 
charged to clients, time charged to office and 
absences. He must see regularly a list of the balances 
held for clients and whether held on current account 
or deposit account. He should have a note of fees 
outstanding and unrendered. No doubt he will want 
other information as well. 
: Itis a simple matter to arrange for this information 
to be provided - if it can't be, there is a weakness in 
the organization somewhere. But unless the principal 
insists on its regular provision, and uses it with 
intelligence, the system —any system — will fail, 
and the fault will lie primarily with the principal. 


Other Office Matters 


"There are a number of other matters which closely 


affect: office organization which I will touch on 
briefly, but which no doubt you will discuss in detail 
yourselves. The most intractable of our problems, 
of course, is filing. There is an infinite variety of 
systems on the market, but at the risk of offence to 
many ingenious minds, I still say that it all depends 
on the filing clerk and not on the system. Modern 
science has been able to do no more for filing than 
it has for the common cold. 

Most people, I imagine, take a white and a coloured 
carbon copy of outgoing correspondence, the white 
for direct filing and the colourec for a chronological 
file. Where a firm has more than one office, it may be 
useful to exchange the coloured copies daily for 
general information before they go on the chrono- 
logical files. 

Then there is the question of un-dealt-with corre- 
spondence. 'The fatal thing here is to allow clerks to 
hold inward correspondence in their desks or their 
cases. There is no check on delay in answering them 
(unless a cumbrous letters-inward book is kept and 
constantly scrutinized) and when queries arise in 
the absence of the clerk concerned, the office is 
powerless to deal with them. The only simple method 
I know of controlling such correspondence is to have 
a convenient number of suspense folders, into which 
all unanswered letters must be replaced each night 
on pain of dismissal. The folders must bé kept in 
some readily accessible place, and.a fairly. frequent 
inspection at irregular intervals by the principal does 
much to keep.arrears of correspondence under control; 

How to make sure that completed work is billed? 
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"ТЕ, as is usual, the last carbon of each report or set 
`of accounts signed carries a rubber stamp. showing 
who has checked the work and who has signed it, a 
fairly foolproof method can be used. The last carbon 
being the one that goes on a chronological file, the 
filing clerk is instructed not to file it until he has 
obtained the book-keeper's initials after all others 
háve been obtained. The book-keeper prepares а 
consecutively numbered work-completed or fee-slip, 
on which the time spent is summarized, and the 
principal determines the fee. Irrespective of when the 
fee statement is issued, the book-keeper can tell 
from his record of fee-slip numbers if a fee is due to 
be rendered. | 

Presumably every office maintains а register of 
incoming moneys, entering up on the spot by a 
principal or senicr member of the staff as the post 
is opened, Cheques should be crossed to the firm’s 
account by a-rubber stamp and entered in the 
register which should later be compared with the 
bank lodgment slips. Though this may seem to be a 
formality, it is surely one which we ought to observe 
when dealing with clients’ moneys. Obviously 
¢lients’ moneys should be kept in a separate clients’ 
banking account cr trust accounts, and not inmixed 
with the firm’s moneys. In this-respect our profession 
might well adopt solicitors’ rules as a requirement 
of practice. | . 

"Мапу offices still retain “in their safes a large 
number of clients’ securities. Sometimes this is 
convenient, when frequent dealings in trust securities 
take place, but generally speaking the best place for 
all such documents is the bank, where they have 
special facilities for looking after them. If they are 
kept in the office, a proper register and frequent 
verification are essential. 

- Storage is an increasing problem, and in these 
days of high rents an expensive one. The greater 
number of all bocks and records stored are never 
looked at; and there is much to be said for taking a 
cheap store in the country, or anywhere so long as 
you can get there and back in a day, and using it for 
all the accumulated records which are unlikely to be 
referred to. | 

No hard and fast rule can be laid down as to when 
records should be destroyed, and there is an obvious 
case for the use of the micro-film where storage 
space is a serious problem, In the case of liquidations, 
authority should zlways be obtained at the final 
winding-up meetings to dispose of the records either 
at the liquidator’s discretion or after a short stated 
number of years. 

Valuable records, which do not take up a great 
deal of space, are chronological files (indexed, of 
course) of all accounts and reports issued by the 
firm and similarly of all tax returns and computations. 
These files are maintained for. all time, as it were, 
and often save reference to records in store. 

Not only is stationery an expensive commodity, 
but in times of supply and printing delays, stocks 
need to be kept under constant review. All main 
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items of stationery should be locked up and kept 
under the control of one person, say the senior typist. 
It is a great mistake, however, to carry paper-saving 
to excess. Cramped and restricted working papers 
destroy their own purpose. 

It is useful to keep a file of all circulars issued by 
the firm (for example, in liquidations) which provide 
a quick and valuable guide for future purposes. 

Another useful record is a summary of all pro- 
spectus issues which appear in the Press, con- 
veniently analysed by type of business and class of 
capital. The summary should disclose issue price 
yield and the number of times income and capital 
is covered, It takes very little time to prepare but it 
must be kept up to date, when it will provide a 
valuable indication of market trends and market 
requirements for use, for instance, in share valua- 
tions and general financial advice to clients. 

Office quarters become more and more cramped, 

and rents increasingly high. I would like to stress 
the merits of the large open office, with light colours 
and light furniture, against the usual series of small 
rooms, drab colours and mahogany fixtures and 
fittings. The effective space lost in most offices by 
dark areas, partitioning and the extraordinary desire 
for seclusion by the staff, is considerable. Calculated 
at 25s or 30s a square foot, or whatever the rent may 
be, the cost of wasted space may be surprising, 
quite apart from the indirect wastage of time which 
a division of the staff into small groups occasions. 
. Something should be said about the use of office 
appliances, but I don't propose to say it because 
there is a much wider body of experience of these 
things here. Some of these appliances have become 
recognized tools of our trade, but of others it is 
often difficult to assess in advance the use which we 
ourselves would make of a particular piece of equip- 
ment. I hope the members of the course will pool 
their experience of the various devices available. 


ORGANIZING FOR PEACE. OF MIND 


The life of an accountant in practice has become one 
of increasing difficulty, but ours is not a difficult 
profession. 1t calls for knowledge and experience and 
a high sense of responsibility, but it always did. It 
is in scope rather than degree that our responsibilities 
have increased. What we have to do is to spread the 
burden as far as possible, assist our memory where 
we can and leave our minds as free as possible for 
the exercise of judgment. 

We can only bring about these conditions by the 
delegation of work, and a principal or-a senior may 
properly delegate only so far as he has reasonable 
proof that the work is properly done. Given that 
proof, he may accept responsibility with an easy 
mind. : 
Most of a practising accountant’s difficulties arise 
from doubt - of himself, or his staff — as to whether 
he is doing the best possible by his clients, both às 
regards the quality of the work and the date of its 
completion. Any form of organization which tends 
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pitfalls left little to be desired. 

` W.M.F. (Feb. 1952). 


COUPON TODAY 


Please send me a copy of your . 
Prospectus. I am interested in the 


The Institute* 





Examinations of - 

The Society 
Мате... TTPPPTM 
Address а... TT 


complète and conducted by highly-qualified 
professional men. Two generations of stu- 
dents of accountancy testify that School of . 
Але mination пассем. is the safe way to Post coupon, or write to: 


E · THE SCHOOL OF ACCOUNTANCY. 
| 107 REGENT HOUSE, 6 NORFOLK STREET, STRAND, LONDON, WC2, and at. Glasgow. 
: 40 years of Successful Eduċational Service 


* If you are interested in other 
ions, or in non-examina- 
tion tuition, please add details. 107 
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Most offices have a BUSY day when on 
top of daily work some routine job has 
to go through. Make your busy day a 
BRADMA day and get the extra work 
done with the efficiency of a planned 
military operation. 






One BRADMA machine handles your 
Statements . and Invoices, Dividends, . 4 
Salaries, Wages Slips and Envelopes, 

. General Mailing, etc, 


BUSINESS EFFICIENCY EXHIBITION 
GLASGOW You are cordially 
invited to visit our STAND No 50 
where a wide range of clerical 
mechanization equipment will be 
demonstrated. 


BRITISH ADDRESSING MACHINES 
AND BUSINESS SYSTEMS 

| FOR CLERICAL MECHANIZATION 

ADREMA LTD, TELFORD WAY, LONDON, ЎЗ . SHEpherds Bush 2091 


NIMBLEX VISIBLE RECORDS 
q (ERES) save- 


И Тіте 
Space 
Money . 






















: 





| 


eG 


| 





| 

























































Standard Rulings for: 


LEDGERS 
STOCK AND STORES 
COST PRICE LIST 






































25 |tems to view at each opening EMPLOYEES' RECORDS 
А Self-indexed ~ every sheet instantly located А НЕКА МЕ 
; «| 650 Records in.a Binder ESTATE AGENTS 
: „157х107 x 23 PROSPECTS AND CUSTOMERS 
; . e e е Ask for FREE Booklet No. 1106А • è e TELEVISION AND RADIO | 
: | and Specimen Sheets РОИ PAN eee ee 
| MOORE’S MODERN METHODS LTD "HORIZONTAL RULINGS | ” 
н 19-21 Farringdon Street, London, EC4 > or Sheets printed to your 

` own design 


Branches at Birmingham, Edinburgh, Glasgow, Leeds, Manchester 
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to remove the doubt is good organization, and the 
test of good organization is peace of mind. 

I think we organize for peace of mind when we 
have specialists looking after every branch of our 
clients’ work. . 

I think we organize for peace of mind when we 
have proof that the work we have delegated is being 
properly done. 

I think we organize for peace of mind when we 
plan our work in the human certainty that if those 
plans go wrong -as they often will- we shall be 
warned in ample time to rearrange them. 

Ithink we organize for peace of mind when we can 
promise in the knowledge that we control performance. 

As responsible professional men, the extent to 
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which we ensure these conditions will be the measure 
of our peace of mind. ` 
ж * * 

Let me finish by saying this, knowing perfectly 
well that I am as vulnerable to its implication as any. 
If an accountant's office is not efficiently organized, 
it is because he has not taken the trouble to make it 
and keep it so. He is ready to cavil at the short- 
comings of his staff, but not prepared to take control. 
There is no ready-made and automatic system he 
can hope to install and then forget about. He must 
shape his own organization to the needs of his 
practice, and he must regularly satisfy himself that 
it is achieving what he intended. If he fails in this, 
he, not his staff, must accept the charge of inefficiency. 


PROPERTY AND PLANT 


1. Prepare schedules incorporating opening balances and showing transactions during | 


year of: : 
(a) property and plant accounts 
_ (b) depreciation funds 
Notes: 


Appendix I 
Clerk's, 
Initials 
Year1 | Year2 | Etc. 


. (i) The asset accounts and the depreciation funds should be shown separately, | od essetis cm 


on the balance sheet (C.A., 1948, Eighth Schedule, 5 (3 & 4) — for excep- 


tions, see same Schedule, 5 (2)). 


(8) The basis of valuation of the asset accoun 


Eighth Schedule, 4 (3)). ` s 


2. Vouch additions and deductions with: 
(a) vouchers, or internal cost records 
(b) board minute or similar appropriate authority. 


3. See that work done by clients’ own staff includes no profit and only a proper proportion 


of overheads, 


4. See that additions capitalized include: 
(a) no repairs 


(b) no replacements, unless the book value of the asset replaced is written off. 


5. See that the book value of any items sold or scrapped is deducted from the asset account. 
In the case of assets shown at written-down value at July 1st, 1948, proceeds of sale 
should be deducted (C.A., 1948, Eighth Schedule, 5 (1)). 


ts must be stated (C.A., 1948, 





6. Obtain a certificate from a managing director (or factory manager) and accountant: 
(a) that all items.charged to capital are properly so charged, and ' RS 


(b) that any assets sold or scrapped have been dealt with as in 5 above. 


7. Ascertain method of computing depreciation and: 


(a) consider its adequacy in relation to the expectation of useful life of each class 
of assets, duration of lease and other limiting factors 
(b) note any change in basis from previous period. 


8. Verify the possession by the client, or a proper custodian, of title deeds to property. 
See that the custodian's certificate states that the property is free of encumbrance, 
or that the liability for the encumbrance is stated in the balance sheet as secured 


(C. A., 1948, Eighth Schedule, 9). 


19. 


Ir. 


Include as provisions where appropriate, or otherwise show as a note on the balance 
‘sheet, the estimated aggregate amount if material of contracts for capital expenditure ` 
(C.A., 1948, Eighth Schedule, 11 (6)). 


If a plant register is kept: 


(а) reconcile total(s) with balance of asset account(s) 
(b) examine method of keeping it up to date 
(c) make physical test check of plant with entries in register. 


If plant register is not kept, consider how far it may be necessary as ‘a proper book of 
account’ (С.А., 1948, s. 147). 
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Appendix II 
VISIBLE CARD INDEXES FOR CONTROL OF WORK IN TAX DEPARTMENT , 
Index I – PERSONAL Taxation Р . Wae Caros toV 
© Name а MUERE EA ~ File No. о | Special №оїеѕ........ ннат 











Return Repayment Claim 


Year 
Lodged Ae Agreed 





Name _ `` Lodged Agreed Lodged ` Agreed 


£—Ó ot ——À 








Green tabs — current fiscal year 
Red tabs - previous year 


Index П; BUSINESS TAXATION 









































COLOURED CARDS Я 
.. File No. .. Special Notes..... ; енн 
` Audit Clerk 
Tax Clerk 
A 
i Agreed l Agreed Agreed < 
04 BEEN LE 





Green tabs — current accounting year: | Tek du uu 
Red tabs — previous year ~~. : ae 


~ 


name l XYZ Company 


SPECIMEN EXTRACT FROM LiquipATOR's 'TIME-TABLE 
CREDITORS' VOLUNTARY WINDING-UP 


"Date of Liquidation 12/9 152 


Ai the winding-up meeting 
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Appendix III 


Actual Dates Initials 






Initiated | Completed} Clerk 


1. Obtain copy of Resolution appointing you Liquidator certified as a 12/9/52 
true copy by the chairman of the meeting. 
2. Obtain copy of the Statement of Affairs. 12/9/52 
3. Hold preliminary meeting with Committee of Inspection, 12/9/52 
Waste no time between confirmation of appointment and your arrival at the 
company’s place of business 
On arrival at the company’s place of business я 
t. Present your documents of identity and authority if necessary. 12/9/52 
2. Take possession of: 
(a) All cash and cheques 12/9/52 
(b) Keys of safe(s) 12/9/52 
(c) All statutory books and the company’s seal 12/9/52 
(d) All documents of title, e.g. deeds, scrip, car and van registra- 12/9/52 
tion books 
3. Obtain an office for your own use. 12/9/52 
4. Obtain list of staff and their duties. . 12/9/52 
S. Issue immediate instructions in writing to executives and staff that, 
without your written authority: 
(a) No goods may leave the premises z = 
(b) No goods may be acceptec lolsa 
(c) No orders for sales may be accepted 121915 
(d) No purchase orders may be placed 
6. Give instructions that all outgoing documents have the words ‘in | 12/9/52 
liquidation’ inserted after the company’ s name. 
7. Notify company’s bankers of appointment by telephone and confirm 12/9/52 
in writing. 
8. Open a banking account in your narne as liquidator and obtain facilities 13/9/52 
for payment of wages etc., if necessary. 
g. If any recent executions have been levied on “company’s property, 12/9/52 
notify sheriff. 
Within one week of appointment - 
1. File notice of appointment with the Registrar of Companies. 17/9/52 
2. Arrange for appointment to be Gazetted. 17/9/52 
3. Notify your appointment by letter to: 
(a) Insurance companies, requesting transfer of policies 13/9/52 
(6) Landlords 13/9/52 
(c) Gas, Electricity and Water Boards. 13/9/52 
4. Notify by circular: 
(a) All creditors on the books 16/9/52 
(b) All debtors on the books. 18/9/52 
5. Make arrangements with essential staff, 18/9/52 
6. Put all others on provisional notice. 19/9/52 
7. Disclaim onerous contracts. 25/9/52 • 
8. Rearrange accounting records to produce the information necessary 1719/52 
- for statutory accounts, 
Et cetera; 
Et cetera. 
CONTENTS 
i Page Page 
INTRODUCTION 381 Fée costing 
ORGANIZING FOR PROFESSIONAL EFFICIENCY 381 Training 
General Control 
.Audits and accounts Other office matters 
Taxation 
Liquidations and receiverships - ORGANIZING FOR PEACE oF MIND 388 
Investigations, systems, costing 
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Administrative staff III. Specimen extract from liquidator's time- 
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WEEKLY NOTES 


Silver Jubilee of Taxation 


It gives us great pleasure to offer our congratulations 
to our contemporary Taxation which this week 
attains its silver jubilee. 

Devoted exclusively to 'the law, practice, admini- 
stration and incidence of taxation’, our contemporary 
is fortunate in continuing to be under the guidance 
of its founder-editor, Mr Ronald Staples. 

Tax legislation is second to none in complexity 
.and obscurity, and the solution of the multifarious 
problems which arise daily in the analysis, computa- 
tion and presentation of taxation statistics and 
staternents, provides ample opportunity ‘for the sub- 
stantial and welcome contribution which our con- 
temporary makes in this field. 


The Institute of Cost and Works Accountants 


The proceedings at the third residential summer 
school of The Institute of Cost and Works Account- 
ants, surveyed in last week's issue, concluded last 
Saturday morning: with a most interesting address 
by Mr Graham Hutton, 0.B.E., B.SC.(ECON.), Barrister- 
at-Law, entitled "Productivity i in theory and practice". 

At the dinner held in the Hall of St Catherine's 
College, Cambridge, on the -previous night, the 
following were among the guests: 

Captain C. R. Benstead, M.C., M.A., R.N.(Retired), 
Domestic Bursar of the College; the Rev C. H. Bird, 
M.A., Cliaplain of the College; Sir Graham Cunning- 
ham, K.B.E., Chairman and Managing Director, Triplex 
Safety Glass Co Ltd; Mr James Crawford, J.P., 
President of the National Union of Boot and Shoe 
Operatives and member of the General Council of 
the T.U:C.; Mr Derek du Pré, Editor, The Accountant; 
Mr Philip Dyer, Editor, Business; Mr R. N. Gooderson, 
M.A.; Mr W. F. Jenkins, C.B., C.B.E., Under Secretary 
(Contracts), Ministry of Supply; Mr W. K. Lacey, 
M.A.; Mr О. O. D. MacDonagh, M.A. 

Mr S. C. Tyrrell, F.c.w.a., F.LI.A., President of 
the Institute, presided. 


The Central Wagon Case 


The Transport Act, 1947, resulted in substantially 
the whole of the wagon fleet of the Central Wagon 
Group being compulsorily acquired by the British 
Transport Commission. The wagons of the then 
Central Wagon Co Ltd were transferred in 1946 to 
a subsidiary company and the Inland Revenue 
claimed that these wagons were stock-in-trade so 
that the surplus which. arose on the transfer was 
taxable to income-tax, excess profits tax and profits 
tax. The company appealed against the resulting 
assessments. The appeals against the income- tax 
and profits tax assessments were heard in October 
1951 by the appropriate General Commissioners, 
who decided in favour of the company. The excess 
profits tax appeal was heard by the Special Com- 
missioners in June of this year, when the company 


was again successful. The Inland Revenue demanded 
the statement of a case for the opinion of the High 
Court, but it was. announced this month that the 
Inland Revenue had decided not to proceed with 
their appeal. A dispute with the Revenue which 
was in some respects similar, resulted in Gloucester 
Railway Carriage and Wagon Co v. C.I.R. ([1925] 
12 T.C. 720; 4 A.T.C. 150) when the Revenue were 
more successful. 


B.O.A.C.'s Fruitful Year 
British Overseas Airways Corporation emerged from 
the financial year ended March 1952 with à profit of 
£274,999 after meeting all interest charges, or an 
operating profit of £1,233,722. This is an achieve- 
ment, first, because it is the first annual profit yet 


recorded by the Corporation and, second, because . 


much of the improvement is due to its own efforts. 

More economic results from a more modern fleet 
and the benefit of severe economies in staff and 
maintenance facilities have brought their rewards. 
Closer control of stocks and costs have also shown up 
to advantage. 

The chairman, Sir Miles Thomas, warned last 
weck against easy optimism in the current financial 
year for costs are rising and traffic may be more 
problematical. The margin of profit last year was not 
in his opinion sufficient for so risky and competitive a 
business as civil aviation where changes in the weather 
or fractional improvements in the costs of a com- 
petitor may bring large swings in fortune. The chair- 
man also agreed that break-even point plus a small 
margin owed much to the increase in mail rates. 

British European Airways results for the year 
ended March 31st, 1952, were less encouraging, 


, though it has to be borne in mind that the conditions 


under which the two organizations operate are very 
dissimilar. There was a 20 per cent increase in the 
revenue of B.E.A. but this was not sufficient to pre- 
vent a larger loss being incurred than in the previous 
financial year. The operating loss shown in the profit 
and loss account increased from £797,258 to 
£1,242,318. The net loss for the year was £ 1,423,611 
compared with £979,267 in 1950-51. 

-The main reasons for the increase in the deficit 
were the slow delivery of new aircraft, higher 
operating costs, the need to fly increased sector dis- 
tances and a loss of revenue during the summer -of 
last year owing to an industrial dispute. 


The Terms of Trade 
Official figures are now available giving indices of 
import and export prices in.the first eight months of 
this year compared with prices in 1951 and 1950. 
From these it is possible to get an idea of the terms 
of trade, that is, whether this country is paying less 
or more in terms of exports for a given amount of 
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imports. Clearly, the earning power of its exports 
is Important in assessing Britain’s balance of pay- 
ments position. 

Over the last twelve months there has been a 
steady, gradual improvement in the terms of trade. 
The ratio of import to export prices has declined 
from 103 in July in 1951 to 91 in Avgust of this 
year. This has been achieved both by lower import 
prices and higher prices for exports but on balance 
the drop in import prices has been the more important 
factor of the two. | 

Gratifying as this trend is, there is still a good 
deal of leeway to make up if there is to be a return 
to the position just prior to the beginning of the 
Korean War which provided the signal for a steep 
rise in the world price of certain commodities. In 
the early months of 1950 the ratio of import to 
export prices was 83 and stayed in the 808 until 
October of that year. 


Recovery in Rayon 

Rayon was late in encountering recession compared 
with the natural fibres. No serious setback was 
evident from the figures of output until April this 
year by when cotton and wool were well past the 
worst. When it came, however, the fall in activity 
was severe, production falling by nearly 5o per cent 
over March and April. 

Recovery now seems to have set in, though there 
is still a long way to go. Total rayon output was 
down to 11°7 million lbs. in June (having been 
around 30 million in March) but since then and 
despite the holidays there has been a useful if as 
yet unspectacular recovery. July saw an improvement 
to 15-4 million’ Ibs. and August a slight decline to 
15:3 million. Since August is the height of the 
holiday season and a time when plant is likely to be 
out of action for annual overhaul the minor set- 
back probably indicates an actual improvement 
in the state of the industry. 

It is noticeable that the recovery in staple fibre 
has been less erratic than that in zlament and this 
is no doubt due to the better demand for staple 
from the Lancashire cotton industry where weaving 
activity is now picking up. 


Purchase Tax Cuts 


Several cuts in purchase tax were announced the 
week-end before last. They are significant rather than 
extensive. As from September 22nd the rate on cut 
glassware was reduced from тоо to 66$ per cent. 
Similar cuts are brought into effect for such items as 
trunks and purses made of leather, hide or skin. The 
tax on pianos has come down from 56§ to 333 per cent. 

The reason for these changes is no doubt that the 
total tax return at the old rates was beginning to fall 
due to difficulties in the home market and a swingeing 
rate of taxation severely hampering output and sales. 

Where cut glassware and pianos have led the way, 
however, others may follow. Once it has been admitted 
that there is in principle the possibility of relief due 
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to falling demand in the home market then a whole 
range of industries can be expected to put up a case. 
It was often said that the first sign of unemployment 
in certain industries would cause drastic fresh thinking 
on questions of allocations and indirect taxation. 
That time seems to have arrived. : 


Co-operative Societies’ Finance | 

A statistical summary of the co-operative societies 
covering 1941-51 has recently been issued by the 
Registry of Friendly Societies.1 The summary has 
been compiled from the annual returns of distributive 
and productive societies (other than agricultural 
societies) registered under the Industrial and Provi- 
dent Societies Acts, 1893 to 1952, and is divided into 
two sections: (1) retail societies; and (2) wholesale 
and productive societies. 

At the end of 1951 the number of retail societies 
was 1,109 – one less than at the end of 1950 ~ but the 
membership had increased by 217,029 to 10,744,616; 
and sales by £49,907,000 to £649,772,000. The 
number of wholesale and productive societies fell 
from 185 in 1950 to 178 in 1951. Their total sales in 
1951 were £466,456,000 – an increase of nearly £48 
million on the previous year. T 

In respect of the retail societies the total surplus 
on the year’s working was 248,860,000 (approximately 
£400,000 more than the previous year), whilst the 
figure for wholesale and productive societies was 
£13,176,000 (£638,000 less than 1950). These figures 
are before the deduction of income-tax. a 

Total assets of the retail societies show a decrease 
for the first time in the eleven years covered by the 
summary; the figure for 1951 being £397,488,000 as 
against £398,925,000 a year earlier. The comparative 
figure for 1941 was £252,914,000. Total assets of the 
wholesale апі productive societies fell from 
£210,903,000 to £187,320,000, continuing a decline 
which started after 1946. 


Foreign Reserves in the U.S. | 
Once а quarter it is possible to look at the state of 
Europe’s gold and foreign exchange reserves from a 
different angle – namely from the point of view of the 
net flow of foreign reserves held in the United States. 
This gives the picture only so far as the net movement 
to and from America is concerned but since Europe’s 
chronic trouble on its external account is to balance 
its dollar account, the picture is a useful one. 

The figures shown for the second quarter of this 
year give reason for optimism of a qualified sort. 
Over these three months the dollar reserves of foreign 
countries rose by $382 million and thus counteracted 
a corresponding loss in reserves in the first quarter. 
It is understood that most of this reversal in the flow 
was due to the increase of imports from the sterling 
area whose imports and exports were almost ih 
balance for these three months. 


-1 Co-operative Societies Statistical Summary, 1941-1951. 
H.M.S.O. 6d net. 5 
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FINANCE AND COMMERCE 


An outstanding feature in stock markets has been 
the material improvement in Japanese Government 
Bonds. The Japanese Government has made an 
offer to renew interest on the external debts on the 
original basis and to meet arrears in full over the next 
ten years. If the offer is accepted, as it probably will be, 
bond-holders will be receiving double interest each 
year for the next ten years, being one year’s current 
interest and one year against arrears. The Japanese 
bonds are now more or less on an investment basis. 


Douglas (Kingswood) 

This week’s reprint gives the account rendered by the 
receiver and manager of Douglas (Kingswood) Ltd. 
The original shows the position of the company with 
greater force than the reprint, the members’ interest 
section being ruled off at £248,656 in red, as com- 

pared with £209,258 in red a year previously, mainly 
`- owing to a further provision of £25,000 for loss on: 
stock. | 

The company’s name has a long history in the 
motor cycle world but the business has so far failed 
to make the grade in the change from war- to реасе- 
time production. The Douglas Vespa Development 
Account shows the financial position of the company's 
latest venture, the Vespa, now appearing in numbers 
on the roads. The directors report that the receiver, 
in consultation with representatives of the board, 
decided to make a substantial reduction in the selling 
price of the Vespa from June 24th this year. The 
results of this policy, coupled with nationaladvertising, 


‘have proved most gratifying’ and have confirmed the. 


view that there is a large potential market for this 
economical form of transport. The market, however, 
is handicapped by purchase tax and hire-purchase 
restrictions. 

Forecasting the current year results is something 
to which the directors do not care to commit them- 
selves, but it can be said that ‘the company’s order 
. book on armament and sub-contract work is satis- 
' factory for some time ahead and with reasonable 
sales of normal domestic products and the new 
Vespa commercial model shortly available, notwith- 
standing the present restrictions in export sales, there 
` js reason to express sober optimism for the future". 


Unloved Assets 
On the whole, goodwill is an unloved asset in the 
accounts of a public company. One may argue that 
the business has a substantial and valuable goodwill 
and that the amount in the accounts is well justified, 
but there is a great feeling of satisfaction when the 
asset account is balanced off the books. 

Apparently some shareholders in Scribbans-Kemp 
Ltd, the well-known cake-making company, have 
been a ‘little critical', as the chairman puts it, of the 
goodwill figure, which stood at £1,890,462 a year ago, 
and has now been reduced to £1,269,713, mainly by 
the application of £650,000 from general reserve. 


'The chairman hopes that this will in some measure 
meet shareholders' objections. Referring to the net 
amount of £467,549 in the parent account, he suggests 
that this amount is not unreasonable for the size of 
the business and is of manageable proportions when 
further opportunity for reduction occurs. 

He also draws attention to an extraordinary situa- 


.tion that has arisen under the Town and Country 


Planning Act. Apparently the Smethwick Town 
Council has published a plan whereby within twenty 
years the whole of the company’s Smethwick factory 
site would be used for housing, necessitating the 
demolition of the factory and its cold storage plant. 
‘Your board’, he says, ‘finds it not a little odd that 
this town council should prepare and publish a plan 
involving a cost in our opinion of at least £2 million 


- for the removal of this factory without the slightest 


consultation whatever with anyone beforehand.’ 
"The board', the chairman adds, *deemed it wise to 
appeal against the plan. The appeal was heard by an 
Inspector appointed under the Act, and the Minister's 
decision will no doubt be given in due course.’ 


Mainly For Education 
Quite a number of municipal treasurers send us the 
accounts of their authority. Many of these publications 
are substantial in size and scope, with pages and pages 
of accounts and statistics. We are interested to see 
them but often find difficulty in extracting some par- 
ticular point of intérest for this column. 

Mr Norman Doodson, F.I.M.T.A., A.S.A.A., County 
Treasurer of Lancashire, however, sends us his 
publication through the County Publicity Officer, 
who has added a useful summary. 

The vital point is the increase in gross expenditure 
by £34 million to practically £26 million. To some 
extent, this is another angle on inflation ~ higher 
labour rates following national awards, increased cost 
of materials, etc. For the most part, however – as much 
as £23 million – the addition to the ratepayer’s burden 
was for education. Apart from general cost, the 
education service was also responsible for an abnormal 
rise in the trend of the loan debt, no less than 7o per 
per cent of the debt relating to this service. 

‘The point is made, however, that rates, compared 
with pre-war, have not risen to the same extent as 
personal incomes. “The weekly cost of the Local 
Government Services to the average Lancashire 
householder was only 55 554 in 1951-52 compared 
with 3s 11d in 1938-39.’ 


Money Market 

Tenders for £260 million of Treasury Bills on Friday, 
September 26th, totalled £308,985,000 compared 
with £331,095,000 the previous week. Applicants at 
4:99 75 7d received about 79 per cent of their require- 
ments with the average discount rate £2 gs 8:540 per 
cent compared with £2 9: 8-12d per cent the previous 
week. 
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DOUGLAS (KINGSWOOD) LIMITED 


(W. Walker, J.P., F.A.C.C.A. - Receiver and Manager) 


Balance Sheet as at December 3ist, 1951 





(incorporating the transactions of its subsidiary - see note below) 


Members' Interest in the Company 
(t) Share Capital 
Authorized: 
760,000 Ordinary Shares of 5s each .. si vs .. 5 
240.000 'A' Ordinary Shares of 5s each a ee oe 
£500,000 Ordinary Stock in units of 5s each ES 
£100,000 Deferred Stock in units of 2s each vis we 


Issued and Fully Paid: i 
2,000,000 Ordinary Stock units of 5s each .. E ves 5 a ES 
1,000,000 Deferred Stock units of 2s each .. ss ps z En E 


(Н) Revenue Reserve .. a .. .. .. på А 
(iti) Profit and Loss Account .. .. .. ae В ES S4 .. s 


Deductions from 


Gross Values Gross Values 





At Valuation Depreciation and 
dated June 14th, amounts written off 
1935, plus net | Additions | .————— —, 
adcitions at cost} at cost 
(including War | less sales 
Dcmage adjust- | during the 
ment) less year 
transfer from 
Reserve Account 
az August 4th, 
1939 
Represented by: 
(1) Fixed Assets: £ £ 
Freehold Land and Buildings  .. oh 202,797 17,359 
Fixed Plant and Machinery <r Ер 193,647 101,065 
Loose Plant, Vehicles, Furniture, Fix- 
tures and Fittings Ec oe T 60,046 26,558 


456,490 144,982 


Patents, Trade Marks, Licence Rights, etc. Dt ES E ES 
Shares in Subsidiary Company: Douglas (Sales & Service) Ltd - B .. 





* The buildings and plant were valued by Messrs Howes, Luce, Williams & Co as at December 
3152, 1946, in the sum of £400,675 which was £102,120 in excess of the book value of these 

assets ac that date, 

(2) Douglas Vespa Development Account: 

(subject to charge under Debenture per contra) — see Directors’ Report. attached [Excluded-Ed.] 
Initial Payment for Services and Drawings, Tooling, etc., including Debenture Interest of £4,932, 
Expenses in respect of Debenture Issue of £5,157 and sums payable to Licensors for 1951 in 
respect of the excess of the minimum payment under the technical agreement over the pay- 


ment if based on actual production £11,692 E PS .. Er oe .. 

Cash ас Bank .. .. m ie LOS oe .. .. ae E 

(3) Current Assets less Liabilities 

Assets; 
Stock on hand and Werk in Progress (less provision £25,000) .. .. e . Е 
Sundry Debtors and Unexpired Charges 24 m v oe и bs А . 
Cash in hand and at Bank m .. oe vs sa .. Us s " . 

‘Liabilities: 
Receiver's Current Liabilities and Accrued Charges.. sà P .. £160,662 
Creditors with claims ranking in priority to the Debenture Holders .. 11,647 


Bank Overdraft, Receiver's Account... E ET Li zt ba 33,228 
Bank Overdraft (secured by a first charge over all the Company’s Assets 
except those specifically charged under the 6 per cent Convertible 
Debenture Stock) EN e T. .. и ne t% .. 741,016 
6 per cent Convertible Debenture Stock (repayable December 31st, 1959) 





charged on specific assets per contra e. Ра а m .. $60,000 
Stock-holders have the option, exercisable before December 3lst, 1955, 
to convert their holdings into fully paid ‘A’ Ordinary Shares ас par. 
Sundry Creditors, Accrued Charges and Unclaimed Dividends (Pre- 
Receiver) oe .. aie »* EN а és fs .. 124,892 
1,131,445 
Provisions: d 
Service and Warranty and Deferred Maintenance sis .. .. 
HAROLD WHITEHEAD P 
+С. McCORMACK } directors 


Auditors’ Report 











75,000 
557 





438,692 
75,832 
1,454 


515,978 





1,135,605 





£850,000 


p_a 


600,000 


848,656 


£248,656 


183,828 
79,283 


32,301 


*295,412 


[ 
I 


295,414 





75,557 





370,971 


619,627 
£248,656 


d 
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1950 
£ 4 
190,000 
60,000 
500,000 
100,000 
£850,000 
500,000 
100,000 
600,000 
10,000 
819,258 
809,258 
£209,258 
185,438 
86,535 
32,488 
*304,461 
l 
Џ 
304,463 
55,843 
4,157 
60,000 
386,013 
97,190 
13,344 
496,547 364,463 
138.765 
11,647 
721,739 
60,000 
125,797 
12,320 
573,721 
£209,258 


We report to the members of Douglas (Kingswood) Limited that we have audited the books and accounts of the Company for the year 
ended December 3lst, 1951, and have obtained all the information and explanations which со the best of our knowledge and belief were 


necessary for the purposes of our audit. 


in our opinion proper books of account have been kept by the Company so far as appears from our examination of those books. 
The foregoing Balance Sheet and annexed Profit and Loss Account are in agreement with the books of account. In our opinion and to the 
best of our information and according to the explanations given to us the said Balance Sheet and Profit and Loss Account give the information 
required by the Companies Act, 1948, in che manner so required and they give in the case of the Balance Sheet a true and fair view of the state 
of the Company's affairs as at December 3:56, 1951, and ia che case of the Profit and Loss Account a true and fair view of the loss for the year 


ended on that date. 
London, August 19th, 1952, 


THOMSON McLINTOCK & CO, Chartered Accountants. 
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DOUGLAS (KINGSWOOD) LIMITED 





Profit and Loss Acccunt for the Year ended December 313, 1951 


Profit on Trading {after crediting £7,500 being the amount of provisions made against excessive manu- 
facturing casts no longer required, and £11,067 in respect of amounts received relating to a previous 
year). (The amount of credit in respect of such provisions in 1950 was £63,040) .. x is A 


Deduct; Depreciation of Fixed Assets. . Vs Es 26 v. 
Amortisation of Douglas Vespa Development Account .. 
Bank Interest .. Ms .. ay en tee 
Remuneration of Directors in Executive Capacity 
. Auditors’ Remuneration s m 5 m 


Net Loss for the Year .. am .. 4s T T "s 
Deduct: Profit on Sale of Investment .. 4s S% ВЕ .. 


Add: Further provision for loss on Stock 


Debit Balance, carried forward Бе 


Debit Balance brought forward ee ЯХ 5 са Ni 

















1950 
£ £ £ à 
39,638 17,517 
. 13,377 ^ 13,692. 
. 9,975 — 
. 27,659 26,627 
. " 2,500 2,500 
. . . 525 5 
54,036 —— 43,344 
T T .. .. 14,398 25,827 
.. .. .. m E 1,999 
14,398 23,028 
25,000 — 
819,258 795,430 
.. oe T £858,656 £819,258 


i——————m ы tamm 


Note re Subsidiary Company. ~ The transactions of a Subsidiary, Douglas (Sales & Service) Led, which acts solely as a selling agent for 
the Company, have been Included in these accounts. Its operations for the year therefore have resulted in neither profit nor loss, 


HAROLD WHITEHEAD] p; 
C. McCORMACK } Directors. 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Professional Fees: Deduction for Income Tax 


Sim, —In addition to the case cited by ‘Hopeful’ 
under the heading ‘Legal Expenses: Lease’ in your 
issue of September 2oth, there are other instances 
of a similar nature where it is difficult to get guidance 
from the usual books as to the admissibility of deduc- 
tions for professional fees, c.g. 

(a) The fee to a valuer for the valuation of stock 
and premises with a view to purchase which 
eventually proves abortive. 

(b) Architects’ fees for plans etc. for buildings 
and/or improvements which are not put into 
effect. Yours faithfully, 

Blackminster, Worcs. 5. BUNTING. 


Charities and Schedule A Tax 


Sir, ~ By Section 448 of the Income Tax Act, 1952, 
charities can claim exemption from Schedule A 
tax where the premises are owned and occupied by 
the charity, except in the case of those premises 
‘which are in the use and enjoyment of a person 
whose total income amounts to £150 or more’. ЈЕ 
one refers to the earlier Income Tax Acts one finds 
that this limit was fixed by the 1921 Act, ie. at a 
time when personal incomes were many times 
smaller than today's figures, yet the £150 limit has 
remained unaltered for more than thirty years. In 
practice this means that very few charities can claim 
exemption where caretakers are living on the 
premises for that portion of the property so occupied. 

It will be interesting to hear your readers’ com- 
ments on this point which, admittedly of comparative 
unimportance to the general accountant, is not 
without substance to those connected with charities. 

Yours faithfully, 


London, SW 4. LESLIE TODD. 


Royal Commission Evidence 
Sir, – You refer in the leading article of your issue 
of August gth last to the 


*. . . corresponding fall in the burden of indebted- 
ness that inflation brings to an undertaking . . .' 


and suggest that proper consideration has not been 


given to the advantage which a concern may derive 


from this source. 
The fact is that the equities of the case are not so 
simple as you imply. For example, if a company is 


. compelled to finance the same physical quantities of 


stocks at a cost of £100,000 at the end of one year, 
£200,000 at the end of the next year, and £300,000 
at the end of the third year, it is obviously going to 
find itself in difficulties. 

Let us suppose that it is able to increase its sale 
price to cover increased replacement costs, It will 
have to pay tax on the excess at, say, 5o per cent so 
that at the end of the third year it can possibly 
finance out of its own resources {100,000 of the 
increased stock valuation. It will still have to apply 
to the bank for a loan of another £100,000. 

Perhaps you will be good enough to explain the 
manner in which inflation has benefited this un- 
fortunate taxpayer. If there is a slump in com- 
modity prices, so that the stocks revert to their 
original value of £100,000, he may well find himself 
with stock losses on realization, but he will still 
have to pay his debt to the bank. у 

Incidentally this example is by по means hypo- 
thetical and probably reflects the actual position of a 
great many companies. | 

Although the adjustments claimed for stock and 
depreciation of fixed assets may apply logically to 
other forms of assets including monetary claims, 
there is nevertheless an obvious difference in applica- 
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tion. It may be said by way of analogy that 
today's £ is different from last year's £ because its 
purchasing power as a currency unit has changed, 
but contractually it is the same £. What is certainly 
true, however, is that raw materials and machinery 
cost more £s than they did. 

Profits, as calculated on conventional lines, are 
not properly comparable with other forms of income 
such as wages and salaries. Profits are a 'balance of 
profits and gains’ and, unless both revenue and 
Charges against revenue are stated in units of sub- 
stantially the same purchasing power, the balance 
wil not accurately reflect profit. The two major 
items of charge which will reflect costs of previous 
years are materials and depreciation on fixed assets; 
these should be adjusted into units of the current 
year's purchasing power so that sales are properly 
matched against costs. 


Š- Profit calculated by reference to historical costs is 


thus composed of two elements: (1) that arising 
from manufacturing or trading; (2) that arising from 
changes in the value of the monetary unit during 
the period. ' 

You will note that even when element (2) is 
eliminated the balance of profit will still reflect the 
consequences of inflation, but will then be strictly 

comparable with other types of income similarly 
affected. 
Yours faithfully, 
Egham, Surrey. C. D. HELLYAR. 


[We did not intend to imply that the equities of the 
case were simple; equity never is. Nor would we deny 
that taxation at the rate of 50 per cent must inevitably 
increase the financial difficulties of undertakings 
paying it. What we sought to point out was that 
equity and taxation apart, if it is a logical step in the 
computation of profit to make deductions in relation 
to the increased replacement cost of stock and assets 
as a result of a fall in the value of money, then it may 
be equally logical to make a corresponding (and 
probably no less complicated) addition to profit in 
respect of the corresponding fall in the burden of 
indebtedness which was incurred to finance those 
assets. — Editor.] 


Share Registration: Change of Address ` 


Sir, – Your correspondent “Interested” (issue dated 
September 20th) is probably not aware that the 
reason companies acknowledge a shareholder’s notifi- 
cation of change of address is in the interests of the 
shareholder. It is a precaution against possibility of 
fraud. There is no legal obligation. 

The method strongly recommended, and usually 


: provided for in insurance policies, is that each 


notification should be signed by the shareholder and 
that the company should acknowledge to both old 
and new addresses. 
I cannot see the need for a separate statute if 
companies apply suitable office procedure. — < 
Yours faithfully, 
REGISTRAR. 
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Accountants’ Discussion Groups in London 


Sr, – I and the other members of my committee 
were pleased to read in The Accountant of September 
20th (page 339) of the successful formation of à new 
group in South-west London, and wish them every 
success. 

'To avoid any mistake in the future, they requested 
me to point out, however, that it is not the first such 
group in London: our own has completed four years 
and is still very active. There is in addition at least 
one other, meeting over lunch, which is even older. 

We believe that discussion groups which bring 
together the different aspects of the profession ~ 
practising, industrial, Government service, finance, 
etc., are most beneficial and provide ‘enjoyable 
‘evenings. We strongly recommend those who have 
not yet considered joining a group to do so. 

Yours faithfully, 
L. P. CLEMINSON, 
Hon. Secretary, 


- Coulsdon, Surrey. 1949 GROUP 


` Historic Houses 

Sm, - In your issue of September 27th, at page 356, 
you drew attention for the second time to the pressing 
need for action to preserve our heritage of historic 
houses. It is generally accepted that one of the main 
causes of the increasing neglect and abandonment of 
country mansions, with their gardens, is the crushing 
burden of taxation. I hope that the case for income- 
tax concessions calculated to change the present 
deplorable situation has been, or will be, suitably 
pressed on the Royal Commission on the Taxation 
of Profits and Income. À recommendation by the 
Commission, if it could be obtained, would carry a 
great deal of weight. 

A suitable concession, if it were confined to 
properties of accepted architectural or historical 
interest, would be a mere drop in the ocean com- 
pared with the Government's total expenditure on all 
kinds of objects, some of which are of doubtful value. 

Everyone now accepts as quite normal the fact 
that all agricultural land attracts little more than 
half of the estate duty rates attaching to all kinds of 
property. This concession, which must cost a great 
deal, puts a lot of money in the pockets of 
owners of agricultural land who find a ready market 
for it among people with large fortunes anxious to 
reduce estate duty on them. Contrast this generosity 
on the part of the Treasury with, for example, the 
attitude of the Ministry of Supply to Fitzharris 
House. Yours faithfully, 

X. 


Retail Confectionery and Tobacco Business: 
Valuation for Sale 
Sm,- I am indeed most grateful to your corre- 
spondent, Mr E. W. Rockhall, for replying so kindly 
and fully in your issue of September 27th to my 
inquiry contained in your issue of September 2oth. 
Yours faithfully, 
PERPLEXED. 
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. THE SOUTH OF ENGLAND DISTRICT  . 
SOCIETY OF INCORPORATED ACCOUNTANTS 
· ANNUAL DINNER 


The annual dinner of The South of England District 
Society of Incorporated Accountants and Auditors 
was held at the Royal Beach Hotel, Southsea, on 
Friday, September 26th, 1952, with Mr L. A. Jarvis, 
A.S.A.A., President of the Society, in the chair. Members 
and guests, numbering ninety-five, were received by 
Mr Jarvis and by Mr A. Stuart Allen, F.s.a.a., Imme- 
diate Past President of The Society of Incorporated 
Accountants and Auditors, who deputized for Mr C. 
Percy Barrowcliff, F.s.a.A., President of the Society, 
who was unavoidably detained at Le Havre on his 
way home from Canada and America. 

Among the guests were Alderman A. E. Johnson, 
J.P., Lord Mayor of Portsmouth; Mr J. Scott Hender- 
son, Q.C., Recorder of Portsmouth; Mr H. J. Bicker, 
J.P., F.S.A.A., member of the Council of the Society, 
Mr Donald D. Lir.dsay, M.A., Headmaster, Portsmouth 
Grammar School; and 
Mr E. G. Barnard, M.A. (Chief Education Officer, Portsmouth); 
Mr V. Blanchard, LL.M. (Town Clerk, Portsmouth); Colonel 


S. С. R. Dale, O.B.E., T.D., J.P., F.A.I. (Chairman, Hantsy: 


Wilts, and Dorset Branch Chartered Auctioneers’ and Estate 
Agents’ Institute); Messrs W. A. Foster, F.R.1.C.S. (President, 
Port of Portsmouth Incorporated Chamber of Commerce); 
A. E. Marsh-Hunn (President, Southampton Chamber of 
Commerce). 

Messrs W. H. Meredith (The Official Receiver); W. K. 
Pearce, т.р. (President, Hampshire Law Society); R. У. 
Smith, Oo.B.E., F.c.a. (President, South Eastern Society of 
Chartered Accountants); G. Sutcliffe, A.R.I.B.A. (President, 
Hants and Isle of Wight Architectural Association); A. C. 
West, o.B.E. (Chief Constable of Portsmouth); Stuart Wyatt, 
F.R.I.C.S., F.A.I. (Chairman, Hants, Wilts and Dorset Branch 
Royal Institution of Chartered Surveyors). ; 


'The City of Portsmouth 

The toast of “The City of Portsmouth’ was proposed 
by Mr Bicker who said that Portsmouth began as 
early as the year 501, became a city in 1926 and now 
boasted a population of 250,000. As the premier naval 
port, and with its magnificent war record, it had 
become the very life and soul of England, and the 
‘home of the British Navy’. 

Replying to the toast, the Lord Mayor spoke of the 
heavy blitz that the city had undergone during the 
last war, when 22,000 houses had been destroyed or 
damaged. The people of Portsmouth had never com- 
plained, but they felt a little disappointed at the 
slowness of rebuilding. 

-He considered that all the blitzed cities should have 
been placed at the head of the rebuilding queue; 
that this rebuilding should have been carried out on a 
‘war-footing’; that i: should have been started on 
January ist, 1946, and that more push and enterprise 
could have been shown for these cities than for the 
housing estates which were now being erected all 
over the country. He concluded: 

‘In spite of all difficulties we intend to restore this city 
to its former glory.’ 


Accountants and Business Men 


Proposing the toast cf "The Society of Incorporated 
Accountants and Auditors’, Mr Scott Henderson said 


that in more fortunate days the business man was head 
of his own counting house – no doubt when his clerks 
had gone home he took great pleasure in doing a bit 
of counting himself. Nowadays a business man had 
to employ an accountant, otherwise he did not know 
whether he had made a profit or loss or whether to 
put down certain transactions as capital or revenue. 

He continued: 

‘The scope of the accountant in local government, 
national industry and services, has increased tremendously 
since the war. In local government for instance, the rate- 
payer is no longer the source of the money which the local 
authorities so lavishly expend.’ (Laughter.) ‘When we come 
to national industry and services we find that revenue. and 
capital are inextricably mixed up, and without an accoug*ay 
ant none of these services can carry on.* [i 3 

Speaking as a lawyer, Mr Henderson said: ur 

‘It makes me jealous because you accountants are 504 
much the right hand of the business man — indeed, before " 
long you do not know whether you are business men or 
accountants — the result being that you get into the happy 
position of not being dependent upon your earnings of 
fees and you soon find ways to make capital the same way 
as the business man does.' 

Speaking of the present level of taxation, Mr 
Henderson said he felt this to be a great discentive 
to thrift Many people were working longer hours 
than they used to do- to what outcome, if their 
earnings were to be swallowed by taxation? How much 
labour in this country of the most intelligent members 
of society is employed in finding legitimate ways of 
avoiding taxation? 

He concluded: 

‘One of the jibes in our days of greatness was "а nation 
of shopkeepers”. Because of those shopkeepers we had the 
money to finance the strife on the Continent and to beat 
Napoleon. What is the position today – сап we finance 
anything else and can we make capital to export it in the 
future? 'The accountants can help in these matters — what 
is the cost of our exports with Government controls and 
subsidies? What manufacturer knows what the real cost 
of any production is? ~ і requires you expert accountants 
to go into costings to see whether the goods that the 
Government are asking to be exported are being exported 
to help this country. One feels that many of the exports 
are being exported at a net loss and not a net gain.’ 


Changing Economic Situation 


In his reply to the toast, Mr Stuart Allen expressed 
his keen regret at the absence of Mr Barrowcliff. 

Answering Mr Henderson's question about exports, 
Mr Stuart Allen said that the prosperity of this 
country was built up in a period when there was a 
‘sellers’ market’ for the products of our factories and 
our workshops, and a ‘buyers’ market’ for the raw 
materials and foodstuffs which we needed for our 
existencé, whereas the circumstances now existing 
and which are likely to persist are in complete contrast. 
It is becoming increasingly a ‘buyers’ market’ for 
manufactured goods, and a ‘sellers’ market’ for raw 
materials and foodstuffs. 

Of the crises that the country had Еее during 
1949; 1950 and again last year, Mr Stuart Allen said 
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that the policy had been to cut down on imports and 
concentrate on exports ~ with the inevitable result 
„that the country moved from crisis to crisis – the 
‘remedy of one laying the seeds: of the next. He 
continued: 

“I do want to impress upon you u that it is not the remedy 
for a balance of payment crisis to run down your stocks 
and your equipment ~ you are merely laying the seeds for 
a more imminent and serious one.' 


The International Congress 


Mr Allen, paying tribute to the work done during the 
Sixth International Congress on Accounting by Mr 
Barrowcliff in his capacity. as Vice-President of the 
Congress, referred also to his presentation of a paper 
on ‘Fluctuating price levels in relation to accounts’ a 
subject which was much discussed, and a theme that 
Mr Barrowcliff had been developing while in Canada 
and America, 

Of the Congress itself, Mr Stuart Allen said that 
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it was immensely successful —not merely for the work 
which was done and discussed, but for the feeling of 
friendliness and mutual understanding and sympathy. 
He could not help but contrast it with the Fifth 
International Congress held in Berlin in 1938, and 
which did not have the same admirable atmosphere. 

Speaking of the district societies, Mr Stuart Allen' 
said that like his predecessors he felt he must pay a 
tribute to the work done by the presidents and com- 
mittees, and in particular by the secretaries — for it 
was well known that the strength of 'The Society of 
Incorporated Accountants really rested in the district 
societies. 

The toast of ‘Our Guests’ was proposed by the 
Chairman, Ме L. A. Jarvis, А.8.А.А., who paid a warm 
tribute to the work done by the dinner secretary, 
Mr H. E. Marshall, F.s.a.a., and by Mr B. A. Apps, 
A.S.A.A., to make the evening such a success. Mr 
Lindsay and Mr West responded for the guests. 

Music was provided by the Graham Leslie Trio. 


THE SOCIETY OF INCORPORATED 


ACCOUNTANTS 


AND AUDITORS 


RESIDENTIAL COURSE AT OXFORD 


As announced in our last issue, the residential course of 
the Society of Incorporated Accountants and Auditors 


PREPARING AND 


In his paper on ‘Budgetary and financial control’, 
Mr W. F. Edwards, F.s.a.a., described a budget as a 
‘trial run’ or a ‘pre-view’ of the net sales and costs, and 
the trading and profit and loss account and balance 
sheet of a business for, preferably, the period of a 
year. In preparing a budget, it was essential to know, 
or to be able to estimate or assess (a) the conditions 
in the period to be covered by it, (b) the contemplated 
general plan of operations, (c) the net sales (which 
are the foundations of the budget) and the unit selling 
prices, (d) the expenses, both fixed and variable, 
(e) the unit costs of materials, direct labour and over- 
. heads, (f) the rate of stock turnover and the length 
of credit to be given on sales, and (g) the capital 
expenditure programme and its effect on productivity. 
In attempting to assess the first of these, it was neces- 
sary to answer the following questions: (1) will it be 
a seller's or a buyer's market? (2) will costs rise or 
fall? (3) will materials be plentiful or otherwise? 
(4) will legislation and taxation be favourable or 
otherwise? and (5) will foreign exchange and export 
licences be easier or more difficult? 
Mr Edwards devoted the rest of the first part of his 


took place at Balliol College, Oxford, beginning on 
Friday, September 26th, and ending last 'T'uesday. 


USING A BUDGET 


paper to dealing with the practical difficulties which 
arose when preparing a budget and covered, in turn, 
estimates of net sales, capacity and manufacturing 
expenses, the burden rate and burden absorption, the 
establishment and use of standards, the break-even 
point, the compilation of the balance sheet data and 
the comparison of the budget standards with actual 
results. The second part of the paper considered the 
requirements for the effective operation of budgetary 
control and gave examples of the application of the 
principles already established. In Mr Edwards’ 
opinion, the major requirements for successful 
budgeting were (a) a standard accounting classification 
for all income, cost, expense and balance sheet items, 
(b) prompt and regular production of financial state- 
ments, (c) comparison of these with relevant budgets, 
(d) an intelligent review of the reasons for the variances 
revealed by the above comparison, (e) prompt remedial 
action, (f) an appreciation that operating a budget is 
an aid to, and not a substitute for, good management, 
and (g) the acceptance by all departmental staffs, 
from the executive level downwards, of the necessity 
for, and value of, budget procedure. 


MANAGEMENT OF A SMALL BUSINESS 


Mr P. N. Wallis, a.s.a.a., defined a small business, for 
„ће purpose of his paper on ‘Management accounting 
"for the smaller business’, as one employing about 
300 workpeople. There were, he said, a number of 
practical points which distinguished the small from 
the large concern. The first was that, by reason of its 


size, the small business could not usually afford an 
accountant on the staff and had to rely on the part- 
time attention of a professional accountant. This was 
one reason for having simple, straightforward records, 
easily understandable to the accountant who. could 
only spend a small part of his time on their interpreta- 
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tion. The second point of distinction was that the 
office staff of a small business was very often of a poor 
quality so that the system should, as far as possible, 
be reduced to a routine and, also, that the routine 
should be properly recorded in writing. The third point 
.was the personality of the owner of the business to 
which, very often, the whole accounting system had 
to be matched. It was among the objects of manage- 
.ment accountancy to make the owner appreciate (if 
„ће did not already do so) how safely to delegate 
responsibility, particularly responsibility for cost, with- 
' out losing control of it and to educate him to concen- 
trate on matters likely to affect the financial results 
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of his business and to ignore those which were pro- 
gressing satisfactorily. 

Mr Wallis next considered the close connexion 
between management accounting and production con- 
trol which, he said, was all one process. He then sur- 
veyed certain aspects of budgetary control and balance 
Sheet projections, the latter being an assessment of the 
future current assets and liabilities calculated from 
certain given assumptions one of which was the profit 
and loss budget. Mr Wallis concluded his. paper with 
a cautionary note on the difference in outlook of the 
professional and the commercial accountant on the 
urgency with which accounts and other statistical 
information were required. | 


TRAINING FOR MANAGEMENT ACCOUNTING 


In a paper on. "Training staff for an effective manage- 
ment accounting system’, Mr P. С. James, в.сом., 
F.s.A.A., broke comparatively new: ground as little 
' has been written so far on this subject, presumably 
because management accounting, in this country at 
any rate, is still in the development stage. After 
defining the purpose and scope of management 
accountancy, Mr James listed some of the qualifica- 
tions and personal qualities required by anyone wish- 
ing to make a career in this field. He should have had 
a sound education; wide technical accounting know- 
ledge; an appreciation of the aims of industry and a 
liking for the industrial atmosphere; a capacity for 
knowing what management wants and for visualizing 
- how it can be supplied in terms of figures and state- 
ments; the ability to express ideas in writing and for 
‘selling’ information, based on figures, to people who 
are not used to the accounting approach; wide human 
interests and tolerance towards the opinions of others; 
good health; a sense of humour; and honesty of pur- 
pose. Trainees, he suggested, came from three main 
sources — school, university and the accountancy pro- 
fession, and each group required special treatment. 


The entrant direct from school, for example, was not 


able to begin serious technical training before National 


Service and the initial period should, therefore,-be d 
devoted to widening his general outlook rather than 
to developing his technical skill The university 
entrant, on the other hand, having presumably already 
received a wider intellectual training, was able to start 
immediately, first to acquire an accounting qualifica- 
tion and then to obtain specialized training in manage- 
ment along with the qualified internal trainee. ` : 

Mr James stressed the differences between the 
professior.al entrant’s office experience and the know- 
ledge required for management accounting, and 
suggested that two ways in which the accountancy 
bodies might help the potential entrant into commerce 
from the profession was to introduce optional subjects 
of a practical nature into the final examination and to 
institute some form of post-graduate examination in 
the: more advanced applied accounting, costing and ^ 
statistical techniques. This would also be.of value to 
the practising accountant when called upon to advise 
clients who wanted to make their accounts of daily 
use rather than of annual interest only. 


ACCOUNTING FORM 


Mr F. Sewell Bray, Е.С.А., Е.5.А.А., in a paper оп 
‘Accounting form’, emphasized the fair degree of 
regularity and system which existed in economic life 
and suggested that it was this regularity and system 
which the profession had to transpose in terms of 
accounting forms. The more clear-headed and funda- 
mental was our understanding of those things the 
simpler and more straightforward would be our 
accounting statements. He also stressed the import- 
ance of keeping consistently to the same form of 
accounts so that comparisons of time, quantities and 
values and accounting ratios could retain their mean- 
ing and purpose. Mr Sewell Bray said that there was 
a tendency by management accountants to produce 
too many statements and to circulate them indis- 
criminately among directors even although all of these 
officials were not concerned with every aspect of the 
company's activities. It was his view, however, that 
all directors should be given regularly a clear but 
simple operating account and balance sheet together 
with a statement showing the movements of the funds, 
and giving a plain indication of the disposal of depre- 
ciation provisions and undistributed income by real 
asset formation and changes in money claims. There 


should also be supplied a summary of future capital 
expenditure and its likely effect on funds and output. 
Mr Sewell Bray submitted a specimen form of operat- 
ing account which might be used and which empha- 
sized the distinction between variable and fixed costs. | 
He suggested that the following efficiency ratios should 
be given as useful accompaniments to the trading 
statement: (1) value of output per £ of operative 
labour cost; (2) value of output per £ of real 
capital investment; (3) value of output per head of 
operative labour; (4) value of output per horse-power 
of plant utilization; (5) operating income as a function 
of real capital investment; (6) operating income as a 
function of output; (7) operating income per unit of 
output; and (8) operating income as a function of the 
total input factor costs. . 

In additicn to the above four speakers, Sir Henry 
Clay addressed the course on "I'he specialist in prac- 
tical affairs! and a paper on 'Running an accountancy 
department’ was given by Mr Н. W. Broad, A.S.A.A., 1 
Mr С. E. Watson, А.5.А.А., and Mr J. R. Simpson, 
с.в., Director of Organization and Methods, Н.М. 
‘Treasury. 
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NOTES AND NOTICES 


А l Personai l 
Messrs Cooper BnorHERS & Co of 14 George Street, 


Mansion House, London, EC4, announce that Mr’ 


James W. MILNE, 0.B.E., C.A., who has been a partner 
in the firm for thirty-two years and in practice for 
forty-six years, having reached a retirement age, 
retired from the firm and its associated firms on 
September 3oth, 1952. The practice: will continue 
to be carried on by the remaining partners under the 
same style and at the same address. 

Messrs Carrer, Clay & Ілмтотт, Chartered 
Accountants, and STEVENSON, CHAPMAN & Co, 
grtered Accountants, announce with great regret 
cath on September 22nd, 1952, after a short 
, of Mr F. M. LINTOTT, Е.С.А., who was a 
partner in both firms. The practice will be con- 
tinued by the remaining partner, Mr W. E. CHAPMAN, 
F.C.A. 

Messrs Tuomas Bourne & Co, Chartered Ac- 
countants, of Westminster Bank Chambers, Burton- 
on-Trent, and Abbey Street, Nuneaton, announce 
that they have taken into partnership Mr MICHAEL J. 
BOURNE, A.C.A., as from October Ist, 1952. 

Messrs Henry Lawrence & Co, Incorporated 
Accountants, of Midland Chambers, 5 Gallowtree 
Gate, Leicester, announce that they are being joined 
in partnership by Mr HAROLD RIVINGTON, F.S.A.A., 
"who has practised for many years in Leicester. As 
from September 22nd, 1952, the business will be 
carried on under the style of RIVINGTON, LAWRENCE 
% Co, and will move to more convenient offices at 
107 Princess Road, Leicester. T'elephone: Granby 
1373. 

У а H. RIVINGTON, Е.8.А.А., and R. GARNER, 







.A.S.A.A., hitherto practising as RIVINGTON, GARNER 


-& Co, Incorporated Accountants, of Crown Buildings, 
-4 Loseby Lane, Leicester, and at Melton Mowbray, 
:announce the termination of their partnership. As 
‘from September 27th, 1952, Mr GARNER will practise 
:alone at the above address, where he has been for 
* своте sixteen years, and Mr RIVINGTON will practise 
-with Mr F. W. KNIGHT, r.s.a.a., and Mr G. W. H. 
“GLOVER, F.S.A.A. (Messrs Henry LAWRENCE & Co), 
-under the style of RIVINGTON, Lawrence & Co, 
Incorporated Accountants, at 107 Princess Road, 
Leicester. Telephone: Granby 1373 and 1374. Mr 
"С. H. GOODWIN, 4.5.4.4., and other members of the 
: staff who have been employed оп Mr RiviNGTON'S 
work will be going with him to the new firm. 
Messrs LOKER, LOWTHER & Co, of 31 Hanworth 
Road, Feltham, Middlesex, and London, SWrg, 
announce that Mr V. HETHERINGTON, С.А., has 
joined Mr H. LOKER, J.P., F.S.AA, F.A.C.C.A., in 
practice and that the name of the firm will continue 


^ . as LOKER, LOWTHER & Co. 


Messrs Barron, Mavugw & Co, of Alderman's 
House, Bishopsgate, London, announce that their 
- telephone number has been changed to Avenue 4266. 


Messrs James, Epwarps & Co, Chartered Ac- 
countants, of Salisbury House, London Wall, EC2, 
regret to announce the death on September 17th, 
1952, of their senior partner, Mr PHILIP EDWARD 
HARDING, O.B.E., M.C., F.C.A., after a short illness. 

Messrs A. B. SNow, Woop & Co, Chartered 


‘Accountants, announce that they have removed 
‘from their office at Crewe to Jubilee Chambers, 


Stafford Street, Hanley, Stoke-on-Trent. Telephone: 
Stoke-on-Trent 29645-6. 
Messrs DELOITTE, PLENDER, GRIFFITHS & Со 


‘announce that the association which they have had 


for many years with Messrs Haskins & SELLS in 
various parts of the world has been extended as 
from October ist, 1952, to include the United 
States. Sir Russert KETTLE and Sir ALAN RAE 
SMITH, K.B.E., senior partners in Messrs DELOITTE, 
PLENDER, GRIFFITHS & Co, London, with the resident 
partners of Messrs DELOITTE, PLENDER, GRIFFITHS 
& Co in the United States (Messrs G. COCHRANE, 
Wm. Eyre, J. ANDERSON, E. K. Ernest, W.R. 
McNamara, J. F. Parnasy and О. W. Szirert) 
become partners in Messrs Haskins & Sets in the 
United States, in which firm and its associated firm 
DELOITTE, PLENDER, Haskins & SELLS, the business 
of Messrs DELOITTE, PLENDER, GRIFFITHS & Со 
in the United States, has been merged. The business 
of Messrs Haskins & SELLS in London and Paris 
will in future be carried on in those cities by Messrs 
DELOITTE, PLENDER, Haskins & SELLS, in which 
firm both Messrs DELOITTE, PLENDER, GRIFFITHS & 
Co, London, and Messrs Haskins & Seis, U.S.A., 
will be interested. 

Messrs DELOITTE, PLENDER, GRIFFITHS & Co 
announce that they have admitted into their London 
partnership Mr R. F. GEORGE, T.D., A.C.A., as from 
October rst, 1952. Mr СЕОКСЕ has been a senior 
member of the firm's staff for some years. 

Messrs Derry & Lewis & Co, Southern Life 
Buildings, Stanley Avenue, Salisbury (S. Rhodesia) 
announce that Mr R. J. HEDLEY, А.5.А.А., has been 
admitted as a partner with effect from October rst, 1952. 

Messrs Prat, Marwick, Мптенем, & Co, 
Southern Life Buildings, Stanley Avenue, Salisbury 
(S. Rhodesia) announce that Mr R. J. HEDLEY, 
AS.A.A., has been admitted as a partner with effect 
from October ist, 1952. 

Mn C. C. PAYNE, F.s.a.a.. of 12 Upper King 
Street, Norwich, and at North Walsham and Aylsham, 
announces that he has admitted into partnership 
Mr N. M. BELLAMY, A.C.A., as from September 15th, 
1952. The practice will be carried on under the style 
of C. C. Payne & Co at the same addresses. 

Messrs ARTHUR YouNG & Co, Accountants and 
Auditors, of 1 Copthall Close, Moorgate, London, 


announce that they have taken into partnership 


Mr G. L. WIENER, O.B.E, А.С.А., who has been 
associated with them for a number of years. 
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Messrs Morton Bros, Certified Accountants, of 
Nottingham and London, announce that as from 
October 1st, 1952, they are dissolving their partner- 
ship. As from that date, Mr Tuomas WILLIAM 
MORTON, F.A.C.C.., and Mr CHARLES WILLIAM 
HEARNE MORTON, A.C.A., А.А.С.С.А., will practise in 


Nottingham under the stvle and title of T. W.. 


Morton & Son, and Mr CnanLzs RICHARD MORTON, 
F.C.LS., F.A.C.C.A., will practise in London under the 
style and title of Morton & Co. The two new firms 
will remain in friendly contact and co-operation with 
one another. 

Professional Notes 


Mr G. N. Hunter, Е.С.А., a partner in the firm of 
Theodore B. Jones & Co, Chartered Accountants, 
-and Hon. Secretary of the Leeds, Bradford and 
District Society of Chartered Accountants since 
1947, has been appointed a Justice of the Peace for 
Leeds. | 

Mr Leslie H. Davies, F.c.A., а partner in the firm 
of Davies Bros & Co, Chartered Accountants, has 
been appointed secretary of the London Advisory 
Committee of the Gold Coast Chamber of Mines 
in place of Mr R. A. Alldred, who has resigned. 

Mr Geoffrey А. Hill, a.c.a., of Hornsey, has 
recently sailed for Nigeria, where, under the auspices 
of the Church Missionary Society, he will combine 
missionary and administrative work in the Niger 
diocese. 

Obituary 
HERBERT GWYNNE EVANS, M.C., F.C.A. 


It is with much regret that we record the sudden 
death of Mr Herbert Gwynne Evans, M.C., F.C.A. 
Admitted an Associate of the Institute in 1920 
and elected a Fellow in 1941, Mr Evans was a partner 
in Messrs Tribe, Clarke, Painter, Darton & Co, 


Chartered Accountants, of London, with which firm . 


he had been associated for many years. 

In addition to his professional work, Mr Evans 
took an active interest in local affairs in Chelsea and 
had held the office of Mayor of that borough. 


РнплР Epwarp HARDING, 0.B.E., M.C., F.C.A. 


It was with deep regret that we learned of the death 
on September 17th, at the age of 77, of Mr Philip 
Edward Harding, O.B.E., M.C., F.C.A., senior partner 
in the firm of James, Edwards & Co, Chartered 
Accountants, of London. 

Mr Harding was articled to the late Mr Richard 
Warner, of Sackville Street, Piccadily, and was 
admitted an Associate of the Institute in 1897. He 
then became a member of the staff of Messrs Whinney, 
Smith & Whinney, subsequently leaving in 1903 to 
join the late Mr E. C. Brown, F.c.a., a former 
colleague in that firm, in partnership. They con- 
ünued in partnership until Mr Brown's retirement 
thirty-three years leter and during that period three 
established practices were absorbed – Cates & Sons in 
1905, Hoskins, Sons & Co in 1910, and James and 
Edwards in 1922, from the last of which the late 
Mr Harding's firm derives its present style of James, 
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Edwards & Co. Mr H. Garton Ash, 0.3.2, M€., | 


F.C.A., amalgamated his practice with the partnership 
in 1933. 

Mr Harding joined the Mounted Infantry Com- 
pany of the Queen's Westminster Rifle Volunteers 
in 1896, receiving his Commission in 1903. He went 
to France with the First Battalion in October 1914, 
being appointed to command the Battalion in 1916. 
Mr Harding received a Staff appointment in 1918 
with the rank of Colonel He was awarded the 
M.C. and the O.B.E. for his war services. 

Until a few years ago Mr Harding was a keen 
golfer, lawn-tennis, and tennis player and whenever 
possible liked to spend his holidays sailing. , 

Mr Harding, who was actively engaged in practice 
until a few weeks before his death, is survived by 
widow and his son, Mr T. G. Harding, 
who became a partner in his father's firm in 


1951. 


Chartered Accountant Installed a Sheriff of 
the City of London 

As announced in our issue of June 28th last, Mr S.H. 
Gillett, M.C., Е.С.А., a member of the Council of the 
Institute, senior partner in the firm of Dixon, 
Wilson, Tubbs & Gillett, Chartered Accountants, 
and an alderman of the City Corporation, has been 
elected a Sheriff of the City of London. His installa- 
tion in office took place at a time-honoured ceremony 
in Guildhall last Saturday. . 

'The proceedings were presided over by the Lord 


' Mayor, Sir Leslie Boyce, and in the presence of the 
aldermen and a number of citizens, Mr Gillett ' 


undertook to do right ‘as well as to poore as rich’ 
and to be ready ‘at reasonable warning of the Mayor 
for keeping of the peace and maintaining the state of 
this City'. A gold chain of office was then placed 
around his shoulders. ~ 

Following the ceremony the inaugural ‘breakfast’ – 
now a luncheon ~ was held at Drapers’ Hall. 

Mr Gillett is a member of the committee of the 
London and District Society of Chartered Account- 


ants and President of the Chartered Accountant 


Students' Society of London. 


3 per cent Defence Bonds (Third Issue): 
Conversion Offer 


The Treasury has announced that a conversion offer 
is being made to holders of 3 per cent Defence Bonds 
purchased between January rst, 1943, and June 3oth, 
1943, and maturing between January Ist, 1953, and 
June 3oth, 1953. 

"These holders are invited to continue their Bonds 
until July rst, 1953 (the next interest date); on that 
date they will be paid a full six months' interest at 
the rate of 3 per cent per annum and the maturity 
premium of £1 per cent, and their bonds will be 
exchanged into the same amount of 34 per cent 
Defence Bonds (Conversion Issue) Acceptance of 
the offer of conversion will not entail a break in the 
holder's encashment rights. If the offer is not 
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accepted,. interest on the maturing bonds will cease 
on the tenth anniversary of the date of purchase. 

The terms of the Conversion Bond are the same as 
those of the 33 per cent Defence Bonds currently on 
sale except that interest will be payable on January 
ist and July rst. 

'The full conversión terms are given in the pro- 
spectus and notice issued to individual holders on 


September зоб, 1952, together with forms of request > 


for conversion and forms of authority for repayment 
for the use of holders who do not accept the con- 
version offer. The list of acceptances of the conver- 
sion offer will be closed on November 15th, 1952. 

Apart from bonds inherited from a deceased 
holder no person is permitted to hold 24 per cent 
Defence Bonds, 3 per cent Defence Bonds, and 
34 per cent Defence Bonds (Conversion Issue) 
amounting in combination to more than £3,500. 
-In.addition £1,000 of 34 per cent Defence Bonds 
(Subscription Issue) may be held. 


Incorporated Accountants' Society of 
Manchester and District 


LECTURES: SESSION 1952-53 


The Incorporated Accountants’ Society of Man- 
chester and District has issued a syllabus of lectures 
arranged for the session 1952-53. Details are as 
follows: 
Members’ Meetings 

Friday, November 28th: ‘Valuation of shares in a private 
company’, by Mr J. Linahan, a.s.a.a. Joint meeting with 
the Association of H.M. Inspectors of Taxes (Manchester 
Centre). Friday, January 23rd: "The Finance Act, 1952’, 
by Mr James S. Heaton, Е.5.А.А. Joint meeting with the 
Manchester Society of Chartered Accountants. Monday, 
February 16th: ‘Excess profits levy’, by Mr E. N. Mac- 
donald, D.F.C., Е.С.А. Meeting arranged by the Manchester 
Society of Chartered Accountants. Friday, March 13th: 
‘Finance of international trade’, by Mr H. G. Hodder, 
Manager, Intelligence Department, National Provincial 
Bank Ltd. Joint meeting with the Chartered Institute of 
Secretaries, Manchester and District Branch. 

Meetings will commence at 6 p.m. and will be 
held at the Incorporated Accountants’ Hall, go 
Deansgate, Manchester, except that on February 
16th, which will be held at the Chartered Account- 
ants’ Hall, Spring Gardens,. Manchester. Students 
may attend any of the members’ meetings. 

The Society's annual dinner will be held on 
April roth, 1953, and the annual general meeting on 
June 12th, 1953. 

| Students’ Meetings 
Intermediate and Final: ‘Elements of English law’, by 
Mr J. Stewart Oakes, in three lectures, on October 3rd, 
roth and 17th, at 6.30 p.m. ‘Costing’, by Mr S. C. Roberts, 
F.C.W.A., M.LLA., in four lectures on February 2oth, 27th, 





56 VICTORIA STREET, LONDON, S.W.l 


THE ACCOUNTANT 


JOHN. FOORD & COMPANY 
VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, Etc. 


403 


March 6th and 2oth, at 6 p.m. Mock meeting on ‘In- 
solvency’ March 27th. 

Intermediate: '"Executorship', by Mr D. A. Lewis, 
B.A.(COM,), in four lectures on November r4th, 28th, 
December sth and rath, at 6.30 p.m. ‘Income-tax’, by 
Mr N. D. B. Robinson, M.B.E., A.S.A.A., in five lectures on 
January oth, 16th, 30th, February 6th and 13th at 6.30 p.m. 

Final students only: ‘Economics’, by D. Walker, M.a., 
in seven lectures, commencing Friday, October 31st. 
` Members will be welcomed at any of the students’ 
meetings in which they may be interested. Further 
details may be obtained from Mr C. Yates E 


2 Cooper Street, Manchester, 2. 


'The Chartered Accountant Students' Society 
of London 


COURSE FOR SPEAKEES 


The autumn Course for Speakers opens with a 
demonstration debate on "Thursday, October gth, on 
the motion that ‘My country right or wrong’ is an 
admirable sentiment. This demonstration debate 
will be given by students who have taken part in 
previous Speakers’ Courses. It will be followed by 
four meetings, on successive Thursdays, which will 
be graduated so as to give beginners the best possible 
help in. developing the facility of expressing them- 
selves in public. The course will end with a dinner 
debate on Thursday, November 13th. 

The object of the course is to assist students to 
acquire the ability, so important to a chartered 
accountant, of knowing what he thinks, and of saying 
what he means. The meetings will be at 5.30 p.m. 
in the Oak Hall of the Institute, Moorgate Place, 
London, ЕС2. 


‘Nottingham Chartered Accountant Students’ 
Society 


The Nottingham Chartered Accountant Students’ 
Society’s programme of lecture meetings for 1952-53 
commenced on September 24th and continues. until 
April 8th next. Each meeting is held at the Mikado 
Restaurant, Long Row, Nottingham, where tea is 
kindly provided by the chairman at the meeting, 
and starts at 4 p.m. or 5.30 p.m. When the time of 
commencement is 4 p.m. two lectures are given, 
one before and one after tea. 

Among the future lectures in the programme are 
the following: 

October 22nd, 5.30 p.m.: 
Burroughs. 

November 5th, 5.30 p.m.: 
ment team’, by Mr W. W. 

January 7th, 5.30 p.m.: 
F. R. Althaus. 

February 4th; 5.30 p.m.: 'Problems in company accounts? 3 
by Mr H. T. Scothorne, a.c.a. 


‘Judicial system’, by Mr R. W. 


“The accountant in the manage- 
Fea, B.A., A.C.A. 
‘The Stock Exchange’, by Mr 
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March 11th, 5.30 p.m.: 
Hunter, A.C.A. 

April 8th, 5.30 p.m.: ‘Monetary theory and practice’, 
by Mr N. H. Chadwick, A.1.B. 

The Society's annual dinner is to be held at The 
Victoria Station Hotel, Nottingham, on Tuesday, 
December 2nd, and the annual dinner dance will 
be at The Black Boy Hotél, Nottingham, on February 
6th. 


Manchester Chartered Accountants’ Students’ 
Society 


The report of the Committee of the Manchester 
Chartered Accountant's Students! Society for the 
year ended March 31st, 1952, to be presented at the 
annual general meeting next Tuesday evening, 
records a further increase in the Society's membership 
which now numbers 894. 

A varied lecture programme was held during the 
yeat and visits were made to the Manchester Stock 
Exchange and a firm of cotton spinners. The Satur- 


: ‘Standard costing’, by Mr F. I. 


day morning lectures for Intermediate and Final, 


students were well attended, and the residential 
courses arranged jointly by the tuition committees 
of the Manchester and Liverpool Societies and held 
at Burton Manor, near Chester, were again most 
successful. 

The committee proposes that the rules of -the 


Society be altered at the annual meeting to cover | 


amendments to the subscription rates. It-is proposed 
that the ordinary subscription be increased trom 
105 6d to £1 15 od— the amount of the honorary 


subscription; that ordinary members should auto- 
matically become honorary members on qualifying | 


for membership of the Institute, and that the entrance 
fee of 2s 6d be discontinued. 


PROGRAMME FOR 1952-53 
At the conclusion of the annual meeting the first 
lecture in the 1952~53 programme will be given by 
Мг Е. L. Chaplin, F.c.a., whose subject will be 
‘Production incentives and time study’. Some of the 
other meetings to be held are as follows: 


October 28th. ‘Costing’, by Mr E. L. Ashton, B.A., A.CA.. 

November 4th. 'Share valuation for estate duty purposes', 
by Mr H. B. Vanstone, F.C.A. 

November r8th. ‘Accounts and their preparation — some 
practical points’, by Mr W. R. Carter, M.A., F.C.A. 

December r6th. Students Inter-Team Quiz, arranged by 
Mr A. Rothburn, A.C.A., A.T.I.I. 

January r3th. ‘Public speaking’, by Mrs Anna F. Tomlin, 
A.L.A.M., M.R.S.T. 

January 27th. Mock Income Tax Appeal before the 
Special Commissioners, by Mr C. R. Boswood and col- 
leagues of the Inland Revenue Training Centre. 

February 17th. “The organization of an accountant’s 
office’, by Mr J. V. Eastwood, Е.С.А. 
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February 26th. Afternoon visit to District Bank Ltd, 
head office. 

March 31st. ‘Excess profits levy’, bs Mr R. Y. Taylor, 
B.A., A.C.A. 

The meetings, which commence at 6 p.m., will 
be held at the Chartered Accountants’ Hall, 60 Spring 
Gardens, Manchester. 


The Northern Chartered Accountant Students’ 
Society 


: The officers of the Northern Chartered Accountant 


Students’ Society for the year 1952-53 have been 
elected as follows: 


President: Mr J. A. Crisp, T.D., F.C.A. 
Chairman: Mr C. S. Starkey, A.C.A. 
Vice-Chairman: Mr S. Stark, F.c.a. 
Hon. Secretary: Mr T. M. Sadler, A.C.A. 
Hon. Treasurer: Mr J. H. Holland, a.c.a. 
Hon. Librarian: Mr C. A. Willams B.COM. 
Committee: Messrs K. Alderdice, S 
C. R. Atkinson, A.C.A., G. I. Farr, d Gelley, B.COM., К. E. 
Hughes, R. B. Kirsopp, А.С.А., а . Lamb, Е. Т. Martin, 
F.C.A., and S. White. 


Chelmsford Chartered Accountant Students 


At the third annual general meeting of the Chelmsford 
Chartered Accountant Students, held on Friday, 
September roth, the following officers and committee 
were elected for the ensuing year: 
Chairman: Mr J. W. Alington, M.C., A.C.A. 
Vice-Chairman: Mr R. Barlow, r.c.A. 

Hon. Secretary: Mr J. D. Copsey, A.C.A., ‘The Rising’, 
Chignal Road, Chelmsford, Essex. 
Hon. Treasurer: Mr R. Jarred. 

Chelmsford Committee Members: Mr M. Scott and 
Mr R. Mellers. 


Colchester Representative: Mr W. E. G. Kirby, A.C.A. 
Following the annual meeting Mr R. Glynn 
Р.С.А., E.T.LL, gave a lecture entitled 
‘Examination technique’. Mr J. D. Copsey, A.C.A., 
was in the chair. 

The future programme has been arranged as 
follows: 

At Chelmsford: October 3rd, ‘Process costs’; November 
7th, "The Bank Rate’; December 5th, “The auditor and a 
prospectus’. 

At Colchester: October 17th, a film show on sales ledger 
technique in punch-card accounting; November 218, 
"Ihe Stock Exchange and new issues’; December roth, 
‘Valid contracts’. 


Recent Publications 


Tue Excess Prorits Levy, by Roy Borneman, Q.C., and 
Percy F. Hughes, A.S.A.A., F.C.I.S. xix + 344 pp. 84 X 54. 
21s net. Taxation Publishing Co Ltd, London. 

Комзтам on Income Tax, twelfth edition, Supplement 
No. 1, 24 pp. 84 X si. 5s net, or £4 10s with main 

' work. Stevens & Sons Ltd, London, and Sweet & 
Maxwell Ltd, London. 
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PAY AS YOU EARN 


Page GM aa 
Simplification of Procedure 


RECENT announcement (reproduced on another page) by 
the Board of Inland Revenue will be welcomed by all those 
who zre concerned with the operation of the pay-as-you- 


earn scheme. The Board announced that, after consulting with 


Accounts 


by G. McLachlan, B.Com., 


representatives of the employers and employees, they were making 
certain changes in the system this autumn. 'These changes would 


: VOR ior Taxes TUM noi affect the majority of employees, but they would reduce the 

h___ interrogates amount of non-productive work in dealing with many of those 

` Бу Wilfred Tullett, F.S.4.A. 412 employees who were not liable to pay tax because of the size of 
паа EUM omm. th2ir personal allowances. 

by Kenneth F. Byrd, M.A., For an employee whose personal reliefs cover his probable 

(A oe 5 cA earnings, the tax office will issue to his employer a new card, called 

counting, McGill University, a Code Card, showing the appropriate code number for the 

Monireal ae employee. The form and content of this new document аге not 

Lecture : revealed in the announcement, but presumably it does not require 

Doe ey е tke employer to enter each week’s earnings on it or to consult the 

by T. B. Robson, M.B.E., tax tables. This by itself is perhaps a not very great advance, for 

pied "c pis akeady, under the existing code, the employer need not enter 

: d in England and "m wages on the tax deduction card as long as it is clear that the free 

pay exceeds the actual earnings. However, if the employee con- 

Weekly Notes 420 cerned changes his employment, much of the work under the 


existing code will be avoided. 

At present, where a non-liable employee leaves, a form P.45 
kas to be made out in triplicate by the employer. Two parts are 
given to the employee to hand to his next employer and the 
employer must send the third to the tax office. He must enter on 
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The Institute of Chartered 
Accountants in England 


and Wales the P.45 the gross pay to the date of leaving, notwithstanding that 
dieu n ordinary Meet- jdi there is no prospect of the employee becoming liable to, tax. More- 
^ "Taxation and Research over, according to The Employers’ Guide issued by the Inland 
Committee 432 Revenue, the departing employee | 
Notes and Notices | ‘should also be given a blank form P.5o, unless it is known that he 
: it peiure Gi Chartered is going straight to a new employment; he will need this form for 
Wales: Disciplinary Com- _ claiming any refund which may be due to him during unemployment’. 
mittee; Appeal Committee — This direction seems to overlook the fact that if no tax has been 
Personal ~ Professional 
Notes - Obituary — Official deducted, the question of refund will not arise. 
i cd Genie Saad; Under the proposed change, a departing employee for whom : a 
of Chartered Accountants ~ rode card is held, will simply be handed the code card itself. He 
m hi bee ine in turn will hand it to his new employer who will then act on it. 
Accountants - Chartered Already in 1949-50 something like four million people within the 
rois ntant Stu genta. scope of P.A.Y.E. were not liable to tax. Subsequent increases in 
Royal Commission on Taxa- personal reliefs must have greatly increased this number. Assum- 
на si aate eer ing that many of these workers change their jobs frequently, the 
434 : aggregate saving of administrative work will be very large. 
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HOSPITAL COST ACCOUNTING 


16th, 1952, we commented on the extra 

labour and expense that would be involved by 
the recommendations contained in the report of 
the Regional Hospital Board Treasurers in 
proposing a supplemental system of departmental 
costing — impliedly making use of Seperate 
costing and financial ledgers. 

MR F. S. ADAMS, F.S.A.A., the chairman of the 
sub-committee.of the Regional Treasurers res- 
ponsible for the report, has since written to us — 
the letter appears elsewhere in this issue — and 
we welcome his ‘statement that ‘this was never 
the intention of the sub-committee’. Mr ADAMS’ 
statement is important because it would now 
appear that the sub-committee is in accord with 
modern thought on the subject of hospital 
accounting and costing ~ а single system and a 
single set of books. 


IÈ a leading article in our issue of August 


The question of approach by way of subjective . 


analysis, however, we regard as unusual because, 
to our mind, it means that the sub-committee 
proposes to build up a new system on the founda- 
tion of a system which has been slipping for some 
time. We suggest that the objective approach is 
more effective as it involves concentration of 
attention on the purposes or objects of the expen- 
diture (as distinct from its nature) and thus leads 
to the devising of a system to. control the expen- 
diture. This is one of the functions of management 
and as the sub-committee says: ‘the ultimate aim 


of costing is to assist management’. The subjec-- 


tive headings within the objective accounts are of 
secondary importance. They will vary according 
to the nature of the account and, in a great many 
accounts, their number may be reduced con- 
siderably. 

We suggest that what management wants to 
know is the cost of each department, the volume 
of work performed for this cost, and the cost per 
unit of work performed. On our comment that 
depreciation is not dealt with in the report, 
Mr Арам says that it is referred to on page 47. 
The word ‘depreciation’ does not, however, appear 
and we must therefore assume that the reference 
is to the words: ‘neither accounting nor costing 
can be considered complete, or indeed true, so 
long as the impact of capital expenditure on 
revenue, is ignored.’ But we should have thought 


that the subject of depreciation really is far too 
important to be dismissed so lightly in the final 
report of the sub-committee's deliberations. 


In another letter on the subject, published туш 


this issue, MR G. M. Mayes, A.S.A.A., Finance 
Officer of the Medway and Gravesend Hospital 
Management Committee, refers to the value of 
the cost figures so far published but he must 
surely be aware of the criticisms levelled against 


them. The examples quoted by many critics are | 


sufficient evidence of their unreliability for the 
very purpose for which they were published – 
that of making comparisons between hospitals. 

- Mr Mayes commences his letter by a reference . 
to what he calls the ‘unfortunate aspects of the 
controversy’ wherein overmuch is alleged to have 
been said by those whom he states, by implica- 
tion, are uninformed, and too little by the in- 
formed. It is therefore with pleasure that we draw 
the attention of our readers to the article by 
Ме G. MCLACHLAN, B.COM., A.S.A.A., on ‘Hospital 
finance and accounts: survey and retrospect’, 
published in this issue. We join issue, however, 
with the author on his statement: 


‘The more responsible supporters of this thesis 
[one set of accounts incorporating a uniform system 
of cost accounts] do not.deny the practical difficul- 
ties of the application of this to all hospitals, but 
they do claim that the results would be worth 
while. This argument, especially when it is allied 
with attacks on the present subjective form of 
expenditure analysis does, however, avoid the * 
issue. of expenditure control and the need for 
financial flexibility, at levels higher than the 
individual hospital.’ 

But the argument does not, in our opinion, avoid 
the issues stated. The control of expenditure is 
one of the main objects of a costing system. It is 
not necessarily an aim of the subjective system 
which is maintained more or less for budget 
purposes. As to flexibility, all the advantages 
would seem to be on the side of the costing system. 
The article is, we feel, a valuable contribution 
to the current discussion on a solution of the 
problem of seeking a satisfactory system of 
hospital accounting, in that it provides a picture 
of the present methods and conditions within the 
hospital service; there is also some comment on the 
*side-line' criticism of these methods, from one who 
is engaged in a finance department of the service. 
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THE FINANCE ACT, 1952—XIV 


allowances already made in respect of any 

structures which, although they fall within 
the section, have already qualified, wholly or 
partially, for capital allowances under some other 
provision of Part X of the Income Тах Act, 1952. 
Section 25 (3) provides accordingly, and restricts 
any balancing charge, which. may eventually be 
made under Section 25, to the aggregate allow- 
ances granted as a result of the section. 


| is not the intention of Section 25 to disturb 


Prohibition of Usher Deductions in Respect 
of Tied Premises 
Section 26 arises from a recommendation con- 
tained in paragraph 175 of the Millard Tucker 
report. It seeks to reverse the decision in Usher’s 
Wiltshire Brewery Ltd v. Bruce’ ([1915] 6 T.C. 


357 (H.L.)), to the effect that a brewer owning ~ 


licensed premises and letting them to a tied 


‘tenant is entitled to deduct, as an expense, the 


excess of their gross annual value over the rent case of other trades, e.g. colliery companies 


received. The same case also estab‘ished that a 
brewer who sublet licensed premises to a tied 
tenant could similarly deduct the excess of the 
rent paid by him (if it was equivalent to the 


annual value) over the rent received from the tied’ 


tenant. It has been argued by the Crown! that 


` the decision is merely an applicetion of the 


statutory rule that the ‘annual value’ of premises 


occupied by the trader is to be excluded from the 


profits. The argument loses weight when one 
remembers that the brewer is not the occupier of 
the tied premises and that in any case the ordinary 
deduction for the annual value of business 
premises is confined to the net annual value, 
after deducting repairs allowance —any actual 
expenditure on repair being allowed as a further 
expense. The argument was in fact rejected by 
the House of Lords in Nash v. Tamblin & Sons 
Brewery (Brighton) Ltd ([x951] зо A.T.C. 274). 

Thus the Usher decision placed the brewer in a 
favourable position; he received an allowance for 
the full gross annual value of the tied premises, 
but need suffer only such Schedule A tax as the 
tenant could lawfully deduct from the. reduced 


rent. Moreover, if the rent exceedec the annual 


1 Eg sin Lowry v. . Consolidated African Selection Trust Ltd 
29] 23 Т.С. 259; 19 A.T.C. 293), (issue of shares to 
employee at below market price). 


value, the excess would not be included in the 
brewer’s profit. Before 1940 it could not be taxed 
at all, in view of the decision in Salisbury House 
Estate Ltd v. Fry ([1930] 15 T.C. 266; 9 A.T.C. 
тот). The decision in Collyer v. Hoare & Co Lid 
-([1932] 17 T.C. 169; 11 A.T.C. 44) established 
that the Revenue was not even entitled to set off 

-surpluses on some houses against deficiencies on 
others. Since 1940, surpluses have been assessable 
under the excess rents provisions. 


~The Nash case referred to above established 
that where the brewer paid rent under a long 
lease for the tied premises, the fact that the 
deduction of such a long-lease rent was prohibited 
by Section 17 of the Finance Act, 1946, did not 
affect the Usher deduction. 

_-Notwithstanding the general grounds on which 
the Usher decision was based, attempts by tax- 
payers to extend it to other trades have been 
strenuously resisted.1 It has been common in the 


letting cottages to employees at uneconomic rents, 
to allow the met annual value and the actual 
expenditure on repairs, and to bring in as a 
receipt the rents actually received. This has no 
statutory sanction but it achieves reasonable 
equity. 

Section 26 introduces a similar treatment but 
only for ‘tied premises’, and only for short-lease 
rents. At the same time, by subsection 1 (6) it, in 
effect, prohibits Usher deductions. The section is 
necessarily involved since it has to take account 
of the complicated provisions governing the 
deduction of Schedule A tax from rent, and the 
complexities which arise when the tied premises 
do not constitute a separate unit of Schedule A 
assessment. 


What are “Tied Premises’ 


For the purposes of Section 26, premises are ‘tied 
premises’ in relation to any lessor and his trade 
if, but only if, in the course of the trade, he is 
concerned in the supply of goods sold or used on 
the premises and accordingly deals with the 
premises or with his interest in them as property 
employed for the purposes of that trade (Section 
26 (2)). It is immaterial whether he supplies the 
goods as principal or agent. The trade is called by 
the section ‘the relevant trade’. ‘Lessor’ has the 
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same meaning as in Chapter II of Part VII of 
the Income Tax Act, 1952 (Section 26 (10)). 

‘Goods sold or used on the premises’ would 
clearly cover beer sold in licensed premises, 
petrol sold at a filling station and films used in 
a cinema. Equally clearly, the definition of tied 
premises would not cover a colliery cottage; 
indeed, it is difficult to conceive of any premises 
used solely as a dwelling-house falling within the 
definition. 


‘Untaxed Rent’ Received to be Included 
in Profit 

Section 26 (1) (a) provides for the inclusion, as a 
trading receipt of the lessor, of the ‘untaxed 
rent’ payable to him for the tied premises. It thus 
represents a further breach in the principle 
established in the Salisbury House case, namely, 
that rent which falls within Schedule A cannot be 
taxed under Schedule D. 


What is Untaxed Rent ? 
The section does not actually define untaxed rent, 
but subsection (4) gives the necessary indication, 
in words which are worthy of verbatim quotation. 
It will be seen that the meaning of ‘untaxed rent’ 
is introduced by the word ‘but’. 

(4) References in this section to untaxed rent do 
not include any part of the rent under a long lease; 
but where: 

(a) the amount of any payment of rent for tied 
premises which is payable under a short lease 
by the occupier exceeds the Schedule A assess- 
ment on the premises or, if the payment is for 
a period less than a year, a proportionate part 
of that assessment; or 

(6) the amount of any payment of rent for tied 
premises which is payable under a short lease 
otherwise than by the occupier exceeds the 
amount which, if charged to tax at the standard 
rate, would yield a sum of tax equal to the 
Schedule A deduction from the payment; 

then a part of the payment equal to the excess is to 

be treated as untaxed rent for the purposes of this 

section.' 

It is clear from subsection (5), that ‘Schedule 
A assessment’ in subsection (4) means the net 
annual value, i.e. after deducting repairs allow- 
ance, if any. 

‘Long lease’, ‘short lease’ and ‘unit of assess- 
ment’ have the same meanings as in Chapter IT 
of Part VII of the Income Tax Act, 1952 
(Section 26 (то)). It is perhaps unnecessary to 
observe that ‘occupier’ has a special meaning 
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for income-tax purposes, a meaning which is to 
be obtained from Section 105 of the Income Tax 
Act, 1952, and numerous decided cases. 

‘Rent’, which is not defined, presumably does 
not include a premium. It is true that Section 26 
(5) (b) provides for the apportionment of rent 
which is for a period extending into more than 
one year of assessment, where the Schedule A 
assessment is not the same for each year, but that 
clearly deals only with normal rent which is paid, 
for example, for the six months ended June 3oth. 
It seems therefore that a premium would escape 


the operation of the section. 


Short-lease Rent Paid by Occupier 
Section 26 (4) (a) is reasonably clear. The excess 
of the rent received, from the occupier, over the 
net Schedule A assessment, is to be a business 
receipt. 

If the occupier bears the whole burden of 
repairs, the repairs allowance should be restricted 
so as to keep the full rent in charge to Schedule A 
(Income Tax Act, 1952, Section 100 (1)). If the 
occupier bears only part of the burden, there is 
no such restriction and the lessor gains an 
advantage. If the gross assessment is less than 
the rent by more than the repairs allowarice which 
would be applicable to an assessment based on 
that rent, no repairs allowance should be given 
(Section roo (2)). This latter restriction had lost 
some of its importance in view of the introduction 
of excess rents assessments in 1940, but as 
Section 26 (6) now exempts the lessor of tied 
premises from such assessments, it is again 
significant. 

Where the rent is for part of a year, it is com- 
pared with the appropriate proportion of the net 
annual value. 


Short-lease Rent paid by Non-occupier 
Section 26 (4) (a), discussed above, deals with 
rent received from a tenant occupier under a 
short lease, i.e. with the case which falls within 
Section 173 of the Income Tax Act, 1952. It does 
not concern itself with the occupier's right to 
deduct Schedule A tax. 

Section 26 (4) (6), which will be dealt with 
next week, concerns rent paid by a person who 
is not the occupier, i.e. broadly speaking with 
a case within Section 174 of the Income. Tax 
Act, 1952. (To be continued.) 
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HOSPITAL FINANCE AND ACCOUNTS 


SURVEY AND 


RETROSPECT 


by G. McLACHLAN, B.Com., A.S.A.A. 


the criticisms which appear in the Press 

generally, that the financial arrangements 
of the health service, particularly those concerned 
with the hospital sector, leave much to be de- 
sired. There seems to be acceptance of at least 
two major assumptions: | 

(1) The general financial procedure, estimat- 

ing, control, etc., is poor, and 

(2) The accountancy and particularly the cost- 

ing methods are primitive. 
When it is pointed out that the annual expendi- 
ture of hospitals in England and Wales is over 
£200 million per annum the reader, depending 
on his temperament, may either be indignant, 
or wonder whether the picture can be quite so 
black as it is painted; but if he is like most readers, 
he probably does not go any further but turns 
to some more absorbing subject. 

It is proposed in this survey to examine the 
present methods and comment on the main lines 
of criticism. Accountants actually engaged in the 
health service, however much they may have 
disagreed with the side-line critics, have on the 
whole tended to say little in defence of the 


T? the casual reader, it must appear from 


existing system and methods and therefore it is- 


not generally known that there is a considerable 
body of opinion which feels that the financial 
methods at present employed, which have 
evolved out of the original conceptions in the 
National Health Service Act, and from the 
earliest Regulations,-are adequate provided they 
are supplemented Бу. intelligent and judicious 
‘management’. It should be recognized that the 
financial procedure and arrangements for such a 


new, vast and varied organization as the hospital 


service, must necessarily be of slow and cautious 
evolution, and especially because of the large 
public expenditure involved. 


Administrative Organization 
Excepting the teaching hospitals, the hospital 
service is organized on three main levels of 


administration. The hospital management com- 


mittee is responsible for the day-to-day admini- 


stration of hospitals; the regional board is re- ` 


sponsible for the planning of the service, capital 
development and expenditure, the operation of 
the revenue budget in its area and the financing 


of the management committees; and the Ministry 
of Health, the last link with Parliament, finances 
and co-ordinates all the branches of the health 
service. i 
The Forecast : 
In practice, the service is financed through the 
Parliamentary Vote, and therefore the basis of 
the financial structure is the Annual Estimate. 
By September 3oth in each year, each manage- 
ment committee submits to its regional board a 
forecast of its revenue expenditure for the follow- 
ing year, it being left to the board to decide what 
form this submission is in, provided the board 
in turn submits prescribed information for the 
region to the Ministry. Since at the same time 
management committees are required to submit 
their revised estimates for the current year, most 
boards ask for a forecast over the same (subjective) 
approval headings of expenditure — salaries (medi- 
cal, nursing, building and engineering, etc.), 
provisions, etc., built up as follows: · 
(1) The expenditure approved for the current 
year, adjusted for changes in price level or 
any other causes such as rationalization 
schemes etc., plus : 
(2) The balance of the full year's cost of 
developments and improvements approved 
to begin during the current year; plus · 
(3) The cost of new developments (given in 
some detail) proposed for the following 
year. 

As a result, there is in the hands of the Minister 
by November 1st a forecast of expenditure for 
each board for the following year: 

(а) to maintain the service as it is likely to 

: exist on March 31st following, i.e. on the 
eve of the next financial year; and | 
- (b) to provide new developments and improve- 
ments to the service during the next finan- 

cial year. 


Approval to Expenditure 
By January 15th the Minister, in the light of 
the national budget, which has by then taken 
shape, knows the approximate amount likely to 
be proposed for the health service and informs 
each board of the probable total allocation to it 
for the next year. The board have then the duty 
to inform each management committee of the 
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allotment it proposes to make to it and to demand 
estimates in greater detail (for Ministry purposes) 
for the following financial year. 

This time-table is reasonable and good. It is 
not too tight since it gives boards an opportunity 
of reviewing the forecasts generally relative to the 
price level between the years, together with the 
estimated costs of developments and improve- 
ments etc. to the service for the next year, 
between the time they receive the forecasts of 
the management committees in September and 
before they are required to make actual allot- 
ments to the committees in the period January- 
February. Since the board is also the planning 
authority, most of the proposed developments 
and improvements will in any case be known to 
it and only the detailed estimates of cost have 
to be investigated. 


Criticism of former Procedure and Action 


It is true that in the earliest days of the service, 
when committees were asked to submit estimates 
in some detail in September, and then asked to 
re-submit them, again in detail, before the be- 
ginning of the financial year in February or 
March and even, as for the year 1949-50, at some 
later date, the general budgetary procedure 
was unsatisfactory. It must, however, be re- 
membered that in those days the Ministry and 
the regional boards had little or no experience 
of the operation of the newly administered 
services to draw on, and a certain amount of 
detail to reconcile discrepancies had to be called 
for. Regional plans were still being worked out 
and in many cases estimates reflected unbounded 
optimism rather than hard, cold facts. 

It was at this time, too, probably as a panic 
measure following the 1949 and 1950 Supple- 
mentary Votes (which were occasioned, it should 
be noted, not by any failure of the control 
machinery but by the failure of the Ministry to 
start it by issuing approvals to hospital manage- 
ment committees limiting expenditure to the 
total approved initially by Parliament), that the 
Ministry withdrew the power of regional boards 
of approving, during the financial year, transfers 
by hospital management committees between 
the subjective approval headings of expenditure. 
This action, and the implied restraint on transfers 
altogether, caused a certain amount of con- 
fusion and a feeling of frustration which expressed 
itself in the general criticism of the financial 
procedure and in an agitation for 'global alloca- 
tions’ to boards and hospital management 
committees on the pattern of the university grants. 
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Flexibility and Successful Operation of Present 
Procedure and Control 

In effect, however, in many ways with changing 

price levels the present procedure whereby the 
Ministry 

(1) makes allocations to boards of a single 

ceiling figure to provide for the mainten- 

ance of the existing services and for 

approved developments and improvements; 

(2) permits boards to retain a regional reserve; 
and 

(3) provides them with a special reserve ear- 

marked to meet prospective wages awards, 


is superior to the university grants system and 
from the central government point of view obviates 
the requirement for regulations which would be 
necessary under a ‘direct grant’ system, in order 
to govern the operation of funds of such large inde- 
pendent statutory bodies as boards and committees. 

Since it has been the practice of some boards 
to allot to each management committee a total 
ceiling figure of expenditure, requiring the com- 
mittee to allocate it over the (nine) subjective 
headings of expenditure and allowing them 
subsequently, within limits, to switch between 
the headings, the global allocation principle (a 
kind of 'direct grant without tears' system) has 
also been extended to management committees 
with success. 

As has been indicated above, there has never 
been any doubt but that the system of financial 
control envisaged by the earliest financial regula- 
tions is capable of being operated successfully, 
and it is comparatively simple for the boards and 
management committees to control expenditure 
within the simple subjective headings of account. 


Accounting Methods etc. 

The general outline of the history of account- 
ancy in the health services with particular refer- 
ence to costing is probably well enough known. 
At present, hospital accounts are kept on an 
income and expenditure basis over some forty 
subjective headings of expenditure. In addition, 
management committees are required to render 
costing statements annually in a simple form 
which has been attacked as being over-simple if 
not actually misleading. Many costing experi- 
ments have been and are being carried out. The 
second report of a committee consisting . of 
regional treasurers and finance officers has 
recently been presented to the Ministry and 
published. Reports from the Nuffield Founda- 
tion and the King Edward’s Hospital Fund for 
London are expected shortly. 
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Need for Subjective Analysis of Expenditure 


It is frequently stated that what is required is 
one set of accounts for hospitals which should 
incorporate a uniform system of cost accounts. 
The more responsible supporters of this thesis 
do not deny the practical difficulties of the appli- 
cation of this to all hospitals, but they do claim 
that the results would be worth while. This 
argument, especially when it is allied with attacks 
on the present subjective form of expenditure 
analysis does, however, avoid the issue of ex- 
penditure control and the need for financial 
flexibility, at levels higher than the individual 
hospital. The necessity for a vast Government 
agency spending over £200 million per annum to 
have, for control and national purposes, a subjec- 
tive analysis of expenditure, appears to be above 
doubt. 


Hospital Costing Problems 


The technical problems of costing in the 
health service are difficult, but not insoluble. 
The real argument is not whether costing is 
possible, but whether a uniform system of 
comprehensive costing (and by this is meant the 
mechanism of functional or departmental costing) 
is justifiable or even desirable for such complex 
and varied organizations as hospitals. 

It is essential to underline the fact that the 
question of practicability has hardly ever been 
doubted. It is true that several opinions have 
been expressed about the methods of allocation 
or of charging expenditure in cost accounts, but 
it will be appreciated that to ask for universal 
agreement on this subject is to ask for the 
impossible. Quite apart from the probable cost 
and trouble of installing a uniform functional 
costing system universally within the hospital 
service, the use to which the results could be put 
is highly problematical. At one time in 1949 and 
1950 after the shocks of the two large supple- 
mentary votes for the health service, the urgency 
for installing costing systems in hospitals was 
‘linked with the question of expenditure control. 
In fact, the two questions are quite separate and 
costing has no essential function in control. 
This has become clear recently when, despite 
the absence of a uniform cost system in the 
health service, control has been exercised success- 
fully and the approved budget for the hospital 
and specialist services has not been exceeded in 
the last two financial years. The fact is, of 
course, that the simple subjective form of 
analysis, which is the standard accountancy form 
for hospitals, is very suitable for expenditure 
control. 
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The Difficulty of Establishing Standards 
It is not denied that in many commercial under- 
takings a full functional costing system is of 
great value to analyse the cost of the various 
services and departments of an organization and 
to provide comparisons either with a set of 
absolute standards, or with other similar organiz- 
ations. It is, however, doubtful whether this argu- 
ment is universally applicable to hospitals since 
it would be a brave and foolish man who could 
claim to be able to establish absolute standards or 
to provide a universal basis for true comparisons 
with other hospitals. T'he difficulty of finding 
suitable units which are capable of application 
to all hospitals and not open to question is almost 
unsurmountable. If it was the policy of the State 
to standardize treatment or medical administra- 
tion, it might be possible in time to use costing 
systems which apply universally but, as the 
possibility of this is remote and unthinkable, 
it is doubtful whether comprehensive costs will 
ever be of significant value, without reservation. 

It may be relevant at this stage to mention 
that the labour component of the prime cost of 
hospital services is by no means universally con- 
sistent so far as ‘price’ is concerned. In the highly 
developed hospitals many of the nursing staff 
tend to be fairly senior and ‘labour’ is therefore 
more expensive than in those hospitals which 
have been up-graded recently or are in process 
of being so where there is likely to be a higher 
proportion of junior staff and a large part of the 
nursing is actually carried out by student staff. 
Similarly, the difference in salaries of two con- 
sultants in one specialty doing the same job may 
be equivalent to as much as eight staff nurses or 
fifteen student nurses. 


‘Selective’ Costing 
It might be from the foregoing that it appears 
as if the writer is defeatist in his approach to the 
general question, or that he believes that all is 
well with hospital accounting. These supposi- 
tions would be quite inaccurate. There are many 
apparent discrepancies between hospitals which 
cry to be investigated, but in order to analyse the 
worst of these, it is quite unnecessary to have a 
full uniform system of cost accountancy. It is to 
call for a high precision Vernier where the 
markings on a penny ruler are all that is neces- 
sary. The great danger of an elaborate system of 
producing comprehensive costs is exactly the 
same as that of more primitive systems. Тһе 
conditions which produce the costs require careful 
analysis before they can be properly commented 


upon. Complementary to any. costing system, 
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however comprehensive, there must be vital 
statistics which when the cost-nexus does not 
wholly apply must be used. ‘Cost’ in hospital 
work frequently does not apply for comparative 
purposes and absolute statistics are necessary to 
the analysis. In the long run the medical treat- 
ment recommended will prevail whatever the 
economy-conscious administrator may say, and 
anomalies can be easily explained between the 
scales of life and death. Action can and is being 
taken to analyse the apparent differences between 
hospitals by local inquiries using ‘selective’ 
costs and a comprehensive uniform costing system 
would be an expensive luxury merely to discover 
and iron out the worst excrescences. 


Epilogue 
There is a story being told of an investigation 
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carried out in a large general hospital which is 
highly developed.and which has the reputation 
of being one of the most expensive of its kind. 
The analysis was most successful: many anomalies, 
among them a certain amount of apparent over- 
staffing (which was suspected to exist from an 
inspection of the subjective accounts and staffing 
statistics), were shown up in all their nakedness. 
In the subsequent investigation, after consulta- 
tion with the senior medical and nursing staff, 
the anomalies were fully explained to the appar- 
ent satisfaction of everybody concerned, and the 
analysis closed with a recommendation that the 
staffing of certain departments be increased. The 
story may be apocryphal but many accountants 
with experience of the national hospital service 
will recognize more than a grain of truth. 


THE INSPECTOR OF TAXES INTERROGATES. 


THE FARMER WHO GAVE UP HIS FARM 


But Who Could Not Claim Cessation 
by WILFRED TULLETT, F.S.A.A. 


The Editor informs readers that the characters and places in the following article are purely imaginary 
and that no reference is intended to any living person or to any particular place. 


Scene: An Inspector of Taxes’ office in the Dales. 
The office faces on to the market square; opposite 
are The Inglenook Tea-rooms, gay with coloured 
awnings. Adjoining the café is the post office, tts 
wind-vane pointing south. The Inspector glances 
out of the window, and smiles as he sees two 
American girls taking a photograph of the Tudor 
house in which his offices are situated. The telephone 
rings. 

INSPECTOR: Yes? 

Ствек: Mr Greenlanes to see you, sir. He has 
an appointment. 

Inspector: Thank you. I will see him now. 

(There is a pause, a knock at the door, and a 
farmer of some sixty-five years of age enters. He is 
carrying an auctioneer's inventory.) 

IusPECTOR: Good afternoon, Mr Greenlanes. 
Take that chair; it is more comfortable than the 
other. 

GREENLANES: Good afternoon, Inspector. 
Thank you: I am glad of a rest. I have just come 
from the auctioneers, and it is a long pull up 
from the riverside where their offices are. Beats 
me how they ever get any business, down there. 

Inspector: Does this mean that you have 
decided to give up the farm after all? 

GREENLANES: Yes. After our talk a few weeks 


ago, I decided to sell. I think you agreed that 
from a tax angle, it was the best thing to do from 
my point of view. I had the sale a week ago, and 
a good sale it was. 

Inspector: І am glad. I told you that if you 
sold and got out of farming, you could claim 
cessation. 

GREENLANES: That is right; which means that 
my last assessment will be to the date of sale, 
instead of on a full year. 

INsPEcTOR: With the option on the part of the 
Inland Revenue department to have the last 
complete tax year on the actual basis. 

GREENLANES: Yes, that is how I understand it. 
All round it is going to be to my considerable 
advantage, and save me a very considerable sum 
of money. I wonder more farmers do not take 
advantage of it. 

INSPECTOR (surprised): Take advantage of it! 
You puzzle me, Mr Greenlanes. 

GREENLANES (complaisantly): Puzzle you, In- 
spector? 

Inspector: Yes. I would have thought that 
not many farmers would wish to give up farming 
to gain a few hundred pounds or even a thousand 
OI SO. 
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GRFENLANES: But the intelligent farmer would 
do what I have done, Inspector. 

INSPECTOR (intrigued): What have you done 

GREENLANES: Well... have ceased on 
Wideacre Farm but'I have purchased another 
farm in the adjoining county. I am claiming 
cessation in respect of the farm which I have 
left. 

INSPECTOR (bluntly): But you have not ceased 
farming at all! 

GREENLANES: Oh, yes, I have – in respect of 
Wideacre Farm. I have given up that farm, lock, 
stock and barrel. That is why I claim cessation. 
That’s all right, isn’t it? 

Inspector: No. It is not all Hehe, When a 
farmer ceases at one farm, and goes to another, 
the business is treated as continuing. Cessation 
only applies when the business is s finally and 
permanently discontinued. . 

GREENLANES (glumly): Then I am completely 
sunk. I have bought the other place. What can 
I do now? Can you help me? 

Inspector: It all depends on whether you 
wish to farm or merely to live on a farm. 

GREENLANES: Well, at my age, living on a farm 
is what I want. 

Inspector: That is what I thought. 

GREENLANES: Meaning? 

INSPECTOR: It is simple, really. Treat the new 
farm as an investment, and live in one of the 
cottages. 

GREENLANES: Good gracious, Inspector, you 
are right; and I can claim cessation after all? 
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Inspector: As уои say —and claim cessation 
after alll 

GREENLANES: Thanks, Inspector. That. is what 
I shall do. Г will put my son, Johnnie, on it. 
Mind you, Inspector, I shall keep an eye on things! 

Inspector: There is no tax law against your 


. looking, Mr Greenlanes. 


GREENLANES (appreciatively) No, of course 
not. No, of course, there cannot be. (Then, 
laughing) What do you think the new farm is 
called, Inspector? 

InsPECTOR: What is it called? 

GREENLANES: It is called Merrilees. 

Inspector (laughing): It’s a good пате for it. 
Do you know, I think I can suggest a good name 
for the cottage you are going to occupy. 

GREENLANES: Can you now? What might it be? 

InsPrcTOR (chuckling): Why not call it Downy 
Cottage? 

GREENLANES (laughing and wiping his eyes): 
Downy Cottage, Downy Cottage, that’s a good 
one... that's what ГП call it. Good-bye, 
Inspector, many thanks. . . . I'm off. В 

Inspector: Good-bye, Mr Greenlanes. 1... 
I'll make a note of the address if you will notify 
me when you get moved. I hope that you have a 
happy retirement. (Telephone rings.) 

CLERK: Messrs Cobweb, Cobweb, Dust and 
Cobweb, the accountants, on the telephone, sir. 
I will put them through. 

Inspector: Good afternoon, Mr Dust.. 
about that claim for cessation. Have you con- 
sidered . . . ? 


NORTH AMERICAN COMMENTARY-—XXXVII 


Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A.(S.A.) 
Professor of Accounting, McGill University, Montreal 


Journal of Accountancy, 
New York, July 


Income Tax Revision 

HE editorial reports that the American 

| Institute’s committee on federal taxation 

is preparing a comprehensive memo- 
randum urging vitally. needed changes in the 
_law. Appointment of a non-partisan commission 
to overhaul the tax laws is to be recommended. 
It is stated that the present system has no logical 
philosophical basis, being a ‘patchwork of ex- 
pedients’. Also, the formation of an independent 
informal tax settlement board is to be a major 
recommendation. At present, the only appellate 


channels outside the Bureau of Internal Revenue 
itself are through the Tax Court or the District 


-Court with all the expense involved. Other 


recommendations will include the bringing of 
accounting for income-tax purposes into closer 
conformity with generally-accepted accounting 
principles and the use of the lower of cost or 
market in ‘last-in, first-out’ inventory pricing. 
Other sub-committees are studying long-range 
tax policy and tax administration respectively. 
A Recent Legal Decision 
The editorial draws attention to a recent decision 


of the Court of Appeal in the case of Kaiser- 
Frazer Corporation v. Otis © Co. It was held 
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that an unaudited quarterly summary of con- 
solidated sales and earnings, submitted with a 
prospectus, was misleading because of a year-end 
adjustment, through a physical inventory in 
Deceniber 1947, increasing profit by $3,370,000. 
The October and November earnings were 
stated separately, unaffected by the adjustment, 
with an estimate of December earnings. The 
Court felt that because of the comparatively brief 
earnings record of the company, which had 
begun production in June 1946, the average 
prospective investor would have subtracted the 
October and November earnings from the total 
for the quarter and concluded that the December 
earnings were over $4 million, which was more 
than $3 million greater than actual. A footnote 
in the prospectus, 
‘which many accountants would doubtless have 
considered adequate disclosure’, 
says the editorial, stated that the 
‘tentative information for the quarter and year 
ended December 31st, 1947, reflects various sub- 
stantial year-end adjustments including ...a 
material increase in inventories to conform to the 
results of the complete physical inventory taken 
by the corporation as of December 31st, 1947’. 
The editorial remarks that by implication the 
decision 
‘suggests reconsideration of the responsibility of 
independent auditors for events subsequent to 
the balance sheet date, and for representations of 
any nature with respect to unaudited figures for 
interim periods’. 


The Accounting Review, 
Menasha, Wisconsin, July 
Accounting Leadership in Industry 

Speaking to potential business leaders on the 
campus of the University of Texas, Mr Fladger 
F. Tannery, assistant comptroller, Humble Oil 
and Refining Co, asks himself and other account- 
ants pertinent questions. Have we a broad enough 
general educational background, an understand- 
ing of the real meaning and possible usage of 
accounting techniques, an appreciation of the 
management problem and the management point 
of view, and the business courage necessary to 
accept increasing responsibilities? “What are we 
accounting for?’ he asks, and his answer is ‘to 
assist management in co-ordinating the perform- 
ance of the company with its objectives’, He 
urges the necessity for analysing current econ- 
omic thought and studying economic develop- 
ments, and he warns that the accountant may 
otherwise easily find the industrial engineer or 
industrial economist replacing him at the plan- 
ning table. He-indicts. ‘misdirected. emphasis on 
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balance sheet and penny accuracy’, the habit of 
giving management information in technical 
language, the reluctance of accountants to break 
with convention in the form of their reports and 
their indifference to the task of gearing their 
thinking and reports and accounts to operations 
and management thinking. The balance sheet 
and income statement are not useful to manage- 
ment in its day-to-day decisions, says Mr 
Tannery, they are too slow in reaching manage- 
ment, they contain a mixture of economic values, 
they cover too. much in too brief a form. He sees 
the most useful types of statement for manage- 
ment in the shape of analyses and forecasts of 
changes in working capital, analyses of capital 
expenditure, of income and the changes in its 
sources, and so on. He calls for greater boldness · 
and imagination and also more realism, reduction 
of the emphasis on ‘cold historical facts’ and the 
presentation of useful estimates based on current 
values and the current purchasing power of the 
dollar. 


The Canadian Chartered Accountant, 
Toronto, July 

'The Canadian Institute's Golden Jubilee 
The editorial hails this year's golden jubilee of 
the Canadian Institute of Chartered Accountants. 
The Institute has nearly 5,000 members, each of 
whom is a member of one or more of the ten 
constituent Institutes in the Provinces. 


Business Income 

Referring to evidences of the universal interest 
in the meaning of income, the editorial says that 
a problem increasingly debated in Canada is at 
what point a business profit emerges, for example, 
in accounting for containers and instalment sales. 
It suggests that the confusion may be due to 
looking at income from two aspects, at its source 
and at its destination. Since Canada taxes income 
at its destination, injustice will result if tax is 
imposed at each destination on the full amount 
which arose at the source. Reference is made to 
the recent Supreme Court decision in Bouck v. 
Minister of National Revenue. Here a widow was 
left the income of her deceased husband's estate 
for use at her sole discretion, for the mainten- 
ance of herself and her children until the youngest 
had reached the age of 25. A majority of the 
Supreme Court held that only that portion of the 
revenue appropriated for ће widow’s own main- 
tenance was her income. 'T'he editorial hopes that 
this may herald adoption of the more realistic 
attitude that income is equivalent not to receipts 
but to the amount beneficially received for the 
use and enjoyment of the recipient. 
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PUBLIC ACCOUNTANCY IN THE 
UNITED KINGDOM-I 


SOME PRESENT-DAY ASPECTS 


by T. B. ROBSON, M.B.E., F.C.A., 
President of The Institute of Chartered Accountants in England and Wales 


I. INTRODUCTION 


ОК this-paper on some present-day aspects of 
public accountancy in the United Kingdom I 


have selected the following four subjects which 
I hope may be of interest to accountants in the 
U.S.A.: 

(a) Status and activities of the profession. 

(b) Taxation services of public accountants. 

(c) Relations with the legal profession. 

(d) Recruitment, training and admission to mem- 

bership. 

These selected topics in no way represent a full or 
adequate survey of the many-sided aspects of the 
profession in my country. They have been chosen 
because in almost all of them there is something 
different in the development or position of the 
profession in the United Kingdom from that which, 
according to my understanding, prevails in North 
America. 

Even to the limited selection of subjects which I 
have ventured to choose I cannot hope to do justice 
in the time at my disposal. My paper is, therefore, 
expressed in general terms only and is no more than 
a broad review of the topics with which it deals. 
In delivering it I shall have to omit considerable 
portions in the hope that these may be found worthy 
of study if and when the paper finds its way into 
print. 

I should, perhaps, add that I cannot speak, except 


in general terms, for United Kingdom accountancy , 


bodies other than The Institute of Chartered Account- 
ants in England and Wales. Much of my paper, 
particularly in regard to recruitment, training and 
admission to membership, is related directly to the 
regulations. of my own body; but, where necessary, 
I have included references to the other recognized 
bodies and I have given brief particulars about them 
at appropriate places in the text. 


The United Kingdom bodies to which I refet as ` 


‘recognized’ (which has the meaning explained in 
section V of this paper) are the following: 
The Institute of Chartered Accountants in England 
and Wales. 
The Institute of Chartered Accountants of Scotland. 
The Institute of Chartered Accountants in Ireland. 
The Society of Incorporated Accountants and 
Auditors. 
The Association of Certified and Corporate Ac- 
countants. 


A paper read before the American Institute of Accountants 
at its annual meeting, held in Houston, Texas, on Tuesday 
last, October 7th, 1952. 


The latest available information indicates that out 
of a total membership of just over 40,000 for the five 
bodies, of which the largest, my own Institute, 
accounts for 17,000, about 20,000 members are 
engaged in public accountancy as principals or 
employees in the United Kingdom, 5,ооо аге engaged 
abroad in public accountancy and other occupations, 
and the remaining 15,000 or so are engaged in the 
United Kingdom outside. public accountancy. There 
is no evidence to show how many persons other 
than members of the recognized bodies are engaged 
in public accountancy in the United Kingdom, for 
any person (whether qualified or not) may so engage 
himself, but the fact that 20,000 members of recog- 
nized organizations are so engaged is itself an indica- 
tion of the importance of public accountancy in the 
economy of the country. 


П. STATUS AND ACTIVITIES OF THE 
PROFESSION 
Public Recognition of the Profession 
There is ample evidence that the government of the 
United Kingdom, its administrative departments and 
the business world all accord high status to our pro- 
fession and recognize its independent position and 
the importance of the services which it provides. 

Perhaps the most obvious evidence is afforded by 
the Companies Act, which requires every company 
to appoint auditors and have its accounts audited 
and every prospectus or similar document issued by 
a company to include an auditor's report. The 
reliance placed by the taxation authorities and by tax- 
payers upon the work of the profession in relation 
to taxation and other duties of public importance 
which, as Í shall explain later, fall to the lot of the 
accountant, are other clear indications of the trust 
which is imposed in the profession. 

Government departments are not slow to use the 
services of members of the profession. Accountants 
find themselves appointed to membership of govern- 
ment committees and commissions where impar- 
tiality, financial knowledge and experience are of 
importance. To cite but a few examples in recent | 
years, perhaps I may mention the inclusion of a 
Chartered accountant as a member of the Board of 
Trade committee on company law amendment whose 
proposals formed the basis of our present Companies 
Act, the inclusion of others in the membership of 
the tribunals which fixed the global sum payable by 
the Government for the coal industry on nationaliza- 
tion and/or are determining the division of that sum 
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among the various interested parties, and of yet 
another as a member of the Royal Commission on 
Taxation which is now sitting. In many smaller ways 
than these the confidence and trust in the integrity 
` and competence of the profession are very evident. 

It is, therefore, hardly surprising that auditing, 
accountancy and taxation do not by any means repre- 
sent all the services which public accountants in the 
United Kingdom provide. Indeed, when my Institute 
obtained its Royal Charter in 1880, some of the 
duties to which I shall refer, particularly those 
relating to insolvency work, appear to have been of 
greater importance than auditing and accountancy, 
while duties in relation to taxation were as unimport- 
ant as taxation then was itself and were not even 
mentioned in the Charter. 

I propose to deal only very briefly with these 
other services, as each of them is really worth a paper 
to itself, but I shall deal with the profession's ser- 
vices in taxation matters in somewhat greater detail. 


Insolvency Work 

I believe that in the U.S.A. much of the insolvency 
work which would be performed in the United 
Kingdom by public accountants is in other hands. 
It may, therefore, interest members of the American 
Institute to know that in the United Kingdom 
accountants undertake the duties of trustees of bank- 
rupt estates. Similarly, they act as liquidators of 
companies, not only where a company is insolvent 
but also where a company is being wound up in 
order to effect an amalgamation or other reorganiza- 
tion. Accountants are also appointed by the Courts, 
or by the bondholders, to act as receivers and 
managers on behalf of bondholders or debenture- 
holders or for other purposes. Although in these 
cases the primary duty of the receiver is to see that 
the creditor's claim is met, in practice the receiver 
may sometimes have the satisfaction of being able 
to reorganize the business on a sound footing and 
hand it back to its proprietors. 


Investigations and Expert Advice 

For the information of interested parties in con- 
nexion with matters such as the purchase or sale or 
financing of a business, reconstructions and amalgam- 
ations, public accountants are often called upon to 
carry out investigations to ascertain and report on 
the financial position and earnings record of a 
business. 

These investigations are often designed to enable 
the accountant himself to form and express an 
opinion on the value of the business or the shares 
in a company, to formulate or advise on schemes of 
` ye-financing, reorganization or amalgamation, or to 
give expert evidence before the Courts or before an 
arbitrator in regard to matters such as those I have 
mentioned. ; 

'To an increasing extent, system investigations are 
also undertaken with a view to the achievement of 
greater efficiency. Less frequently, investigations are 
made where fraud is suspected or has occurred. 
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Prospectus Reports 

When prospectuses and similar documents are 
issued by a company, the Companies Act requires 
the inclusion of a report by the auditors of the 
company on its profits and dividends for at least the 
past five years (in practice the report normally covers 
at least ten years). 'The report must also deal with 
the assets and liabilities at the last date to which 
accounts have been made up. Where a business is 
to be acquired out of the proceeds of the issue, or 
Shares are to be acquired in a company which would 
then become a subsidiary, a report by accountants 
named in the prospectus must be included dealing 
with the profits of that business or company. 

'The general practice is for the auditors and 
accountants to make their reports as short and con- 
cise as possible. The reports on profits generally take 
the form of a tabulation of the profits (as defined in 
the report) for each of the years covered by the report, 
followed by any notes of explanation which the 
accountants consider it necessary to give. These 
notes generally include a statement that the account- 
ants have made such adjustments as they consider 
appropriate; if they consider it necessary to specify 
any of the adjustments made they do so. 


Executorships and Trusteeships 

A public accountant is frequently appointed executor 
under a will, or trustee under a marriage or other 
settlement, in order to carry out the administration 
of the estate or settlement. This usually requires the 
accountant to work in close co-operation with the 
lawyer responsible for legal matters. Conversely, 
where lawyers themselves undertake this kind of 
work they usually call in accountants to assist them 
with the accounting aspects. _ 


Company Secretarial Work and Directorships 

It is a common practicé for an auditor of a small 
private company to undertake for the company much 
of its secretarial work, including the statutory returns 
which have to be made to the Registrar of Com- 
panies. Indeed, many proprietors of small private 
companies look to their auditors for guidance and 
help on all matters which arise as a result of a business 
being turned into a company. Some firms of account- 
ants provide, by means of special staff, secretarial 
and registration services for public companies. The 
registration work for a public company is usually 
voluminous in view of the constant changes in 
ownership of shares in the company through dealings 
on the stock exchange and transfers arising as a 
result of deaths. 

In recent years there has been rapid and wide- 
spread development of the practice of appointing 
practising chartered accountants as part-time direc- 
tors of companies. These appointments are not 
made because the accountant has specialized know- 
ledge of the business of the particular company; 
they are made because of the knowledge, experience 
and judgment which he can contribute on financial 
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and business matters. I must hasten to add that a 
chartered accountant cannot be auditcr of a company 
of which he is a director; moreover, some chartered 
accountants, including members of some of the 
larger firms, make a practice of not accepting 
directorships. 
Arbitrations 

Where parties to a contract find themselves in dispute, 
they sometimes prefer to have the <lispute settled 
by an independent person rather than incur the 
expense, delay and publicity of a court action. The 
independent person appointed to act as arbitrator in 
such circumstances is often a chartered accountant. 
It is not unusual for deeds of partnership and other 
agreéments to include a specific provision that in the 
event of dispute between the parties, it is to be settled 
by an arbitrator to be appointed by tke president for 
the time being of The Institute of Chartered Ac- 
countants. For this reason, and also ‘п cases where 
there is no such specific provision in an agreement, it 
is seldom that a week passes without the president 
receiving a communication, from someone he has 
never previously heard of, requesting him to nominate 
a member of the Institute to act as erbitrator or in 
some similar. capacity where competence and absolute 
impartiality are needed. 


III. TAXATION SERVICES 


While auditing and accountancy are Бу far the most 
considerable part of the work unde-taken by the 
profession in the United Kingdom, taxation work is 
of great importance; and indeed much of the pro- 
fession's development and growth has been due to 
the ever-increasing complexity and weight of taxation 
on incomes and profits. The great majority of pro- 
prietors of small private businesses would probably 
never have used the services of public accountants 
if it had not been for the need to seek advice as to 
the best way of arranging their affairs from the 
standpoint of taxation and the necessity to agree 
their profits with the Inland Revenue authorities. 
The majority of larger businesses also make use of 
the services of accountants for similar reasons. 


Complexity and Burdensome Nature of 
Taxation and its Consequences 


I suppose the citizens of every highly industrialized 
country complain that taxation of incomes and profits 
is much too heavy and tod complex. In Great Britain 
the standard rate of income-tax in 1952 is 47} per 
cent which is applicable, subject to certain allow- 
ances for individuals, to the incomes of both indi- 
viduals and companies. In addition there is a steeply 
rising sur-tax on the excess of incomes of individuals 
over £2,000 ($5,600), the combined ircome of man 
and wife being treated as one for this purpose. This 
brings the combined income-tax and sur-tax to 
975 per cent on the top bracket of inccmes in excess 
of £15,000 ($42,000). 

Companies have, in addition to ircome-tax, to 
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bear a profits tax at the rate of 2} per cent on their 
undistributed profits, and a levy of 224 per cent on 


‘those distributed. We are also now faced with an 


excess profits levy, the regulations in regard to which 
are exceedingly complicated, which will take 30 per 
cent of profits earned in excess cf those of a stand- 
ard which has to be computed in accordance with the 


regulations. The taxation burden is, therefore, very 


heavy. 

It is not surprising that individuals and officers 
and directors of companies need advice so that they 
may avoid arranging their affairs and transactions 
in a manner which involves them in unnecessary 
taxation. 

The position is such that almost no decision ‘of 
business policy can prudently be made without con- 
sideration being given to its taxation implications. 
The person to whom business men normally turn 
for advice in these matters is their accountant who 
can speak to them out of his knowledge of their own 
business and its needs, and his knowledge and ex- 
perience of other cases and the relevant taxation 
principles and law and can thus advise what they 


‘ought to do or avoid doing. Public accountants in 


the United Kingdom play an important part in 
giving advice to taxpayers; they also have important 
duties in connexion with the determination of the 
tax liabilities of their clients. 


Computation of Taxable Profits 


With the exception of the smallest of private busi- 
nesses, the Inland Revenue authorities require the 
production of accounts for the purpose of determin- 
ing the profits chargeable to income-tax. Accounts 
may be prepared for the purpose by any person 
whether or not qualified; but in all except the smaller 
businesses the proprietors in most cases appreciate 
the advantage to them of using the services of the 
qualified man. 

The agreement of taxable profits consists of two 
main processes. The first is the preparation of the 
accounts showing the profit computed in accordance 
with accounting principles; the second is the adjust- 
ment of that profit in order to eliminate deductions 
which are not permissible for taxation purposes and 
income which may not be taxable. 

With regard to the first process, a company is 
obliged by the Companies Act to prepare accounts 
and have them audited and in these cases the audited 
accounts are also used as the starting point of the 
computation for taxation purposes. In the case of a 
private individual, sole trader or a partnership, how- 
ever, there is no statutory obligation to prepare 
accounts and have them audited. In these cases the 
extent of the work done by a public accountant in 
preparing accounts depends entirely on the instruc- 
tions received from the client and may range from 
an examination as comprehensive as, or more 
detailed than, an audit under the Companies Act 
down to the opposite extreme where the accountant’s 
instructions are to do the minimum of work required 
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to put together a profit and loss account and balance 
sheet from the information shown on the face of the 
books. Where the latter is the position, the account- 
ant needs to be extremely careful to make clear the 
limitations of the work which he has performed, lest 
he be thought to carry a greater responsibility for the 
accounts than he himself intends. 

With regard to the second process – the adjust- 
ment for taxation purposes of the profit shown by 
the accounts -the procedure varies according to 
the circumstances, Large companies usually employ 
a permanent staff of accountants who have made a 
special study of taxation. This permanent staff 
undertakes the negotiations with the Inland Revenue 
authorities, a process which can be extremely com- 
plicated. The great majority of companies and owners 
of businesses, however, entrust their taxation affairs 
to the public accountants who act as their auditors 
or accountants. 

I will not attempt to detail the method of adjusting 
the profit shown by the accounts in order to arrive 
at the profit for taxation purposes; but, speaking 
broadly, the kind of things which have to be done 
аге: 

(а) Expenditure which has been charged іп the 
accounts but is not allowable for taxation pur- 
poses must be added to the profit. Most of 
these adjustments arise because of actificial 
and unsatisfactory restrictions in the Income 
Tax Acts aad not because the accounts include 
items which ought not to have been charged 
in accordance with accounting principles. 

(b) Depreciation allowances permissible under the 
Income Tax Acts have to be specially computed 
in accordance with the statutory rules. The 
depreciation allowances for taxation purposes 
may be widely different from those computed 
on the basis of ordinary accounting principles. 

(с) Some items brought to the credit of the profit 
and loss account may have already been taxed 
at source or may not be chargeable to tax. Any 
such items have to be deducted from the profit 
shown by :he accounts. 

It is often by no means easy to determine whether 

a particular item of expenditure is an allowable 
deduction or a particular receipt is taxable. Within 
the framework of the Income Tax Acts there is con- 
siderable scope for argument on border-line items and 
over a long period of years a great deal of case law 
has accumulated as a result of disputes being settled 
in the Courts. The accountant's knowledge and 
experience of precedents and practice are most 
valuable to his clients in dealing with or advising 
on these matters. 

'The normal process of settling the figure of profit 
for taxation purposes consists of sending to the local 
Inspector of Taxes (who is a civil servant under the 
control of the Board of Inland Revenue) the accounts 
of the business together with the accountant's com- 
putation of the adjustments to be made to the profit 
in order to arrive at the taxable profit. The Inspector 
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examines the accounts and computation, and if he 
disagrees with any of the adjustments made in the 
computation or has questions to raise on the accounts 
he will so inform the accountant. 

It is no part of the accountant's function to attempt 
to conceal anything from the Inland Revenue. He 
does not act for his clients in order to enable them 
to pay less tax than they should, but he argues as 
strongly as he can on behalf of his clients on any 
matters where the interpretation of the statutes may 
be open to differing views. Frequently the accountant 
can settle such disputes with the local Inspector, 
but where neither the Inspector nor the accountant 
will give way, with the result that an assessment is 
raised on the basis of the Inspector's interpretation, 
the question of an appeal then arises. 


Taxation Appeals and the Accountants’ 
Functions Therein 


A taxpayer who is dissatisfied with the amount of 
an assessment can appeal against it to tribunals 
known as the General Commissioners and the 
Special Commissioners. 

Since 1903 the Income Tax Acts have given the 
taxpayer the specific right to be represented by a 
lawyer or an accountant at an appeal before these 
bodies. For this purpose ‘accountant’ is defined as a 
person who has been admitted as a member of an 
incorporated body of accountants. The great majority 
of accountants who today appear before the Commis- 
sioners on behalf of their clients are members of 
one of the bodies of public accountants which I 
named in my introductory remarks. In the simpler 
cases accountants and not lawyers usually represent 
their clients before the Commissioners, but wherever 
important amounts are involved or the case turns on 
points of law, the usual procedure is to bring in the 
services of a lawyer specializing in taxation matters. 
There is no hard and fast rule about this, but the 
more experienced the accountant the more ready is he 
to appreciate the point at which the expert lawyer 
needs to be brought into the case. 

When the General or Special Commissioners have 
given their decision neither the taxpayer nor the 
Inland Revenue has any further right of appeal on 
a question of fact. On a question of law, however, 
both the taxpayer and the Inland Revenue have the 
right to appeal to the High Court against the Com- 
missioners’ decision. Both parties then have a further 
right of appeal from the High Court to the Court of 
Appeal, and, with the leave of the Court of Appeal, 
to the House of Lords which is the supreme authority 
on the interpretation of United Kingdom legis- 
lation. 

An accountant has no right to represent the tax- 
payer in any of the Law Courts. This is not a specific 
prohibition in relation to taxation matters. It is 
part of the general law of the United Kingdom where- 
by barristers, as I shall explain later in dealing 
briefly with our relations with the legal profession, 
are the only persons who can répresent a person in 
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the High Court, the Court of Appeal or the House 
of Lords. When an appeal to the Courts by the tax- 
payer is deemed necessary (or when it is made by 
the Inland Revenue and has to be defended by the 
taxpayer) the lawyers acting for the taxpayer will 
obtain both before and during the p-oceedings the 
maximum assistance they can from the taxpayer's 
accountant; but, however much the accountant may 
aid matters in an advisory capacity, he cannot 
represent the taxpayer in Court. I am sure that we 
are fully content with this position. 


*Back Duty! Investigations 


In cases of illegal tax evasion the Board of Inland 
Revenue has power to arrange, with the person con- 
cerned, for a detailed examination of his affairs over 
a long period with a view to the acceptance by the 
Inland Revenue of am agreed monetary settlement, 
without attendant publicity. The number of cases 
dealt with in this way is far greater than those in 
which penalty proceedings are taken in the Courts. 

A detailed ‘back duty’ examination of a person's 
affairs is normally undertaken by a public account- 
ant; notwithstanding the powers which the Inland 
Revenue have to call for production of books and 
records, it is most. unusual for Inland Revenue 
officials themselves to inspect the taxoayer's books. 
The accountant’s report and computations’ are 
normally accepted by the Inland Revenue as a basis 
on which to negotiate a settlement’ with the client. 


IV. RELATIONS WITH THE LEGAL 
di PROFESSION 

In the United Kingdom there are two distinct 
branches of the legal profession, namely solicitors~ 
and barristers. ` a 

Barristers are the only persons who are entitled to 
represent a person in the High Court or one of the 
superior Courts. They do not accept direct instruc- 
tions from the persons whom they represent; instead, 
a barrister is always briefed and instructed throügh a 
solicitor. In addition to their work in Court, barristers 
undertake a considerable amount of workin con- 


sidering and giving their opinions on egal aspects 
of particular facts put before t ough a solicitor. 
Solicitors and i&térs are the only persons 


entitled to represent a person in the Courts below 
the High Court. In these lower Courts-it is often a 
solicitor and not a barrister who acts. In addition to 
Court work, however, solicitors do a great amount of 
work in the way of preparation of legal documents, 
such as contracts, conveyances of property, wills 
and so on. Solicitors and barristers have a monopoly 
in this respect, though there is nothing to prevent 
an accountant from expressing to his client his 
opinion on the construction оѓ а taxirg statute. No 
person other than a barrister or solicitor is, however, 
permitted by law to undertake for reward the prepara- 
tion of legal documents for a third party. Like 
barristers, solicitors give advice on legal problems 
and it is usually only when they are in some doubt 
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as to the advice to be given that they recommend 
their clients to instruct them to obtain the opinion 
of a barrister specializing in the particular field of 
law concerned. | 

There is, in general, little scone for overlapping 
with the activities of public accountants, There are, 
however, some respects in which the same kind of 
work is undertaken by solicitors and public account- 


.ants. For example, it would be difficult to say 


whether an accountant or a solicitor is more fre- 
quently appointed executor or trustee. 

In general, the relationship between lawyers and 
accountants is amicable. I believe, however, that in 
some of the smaller provincial towns accountants 
feel from time to time that local solicitors undertake 
work which the accountants consider ought to be in 
the hands of accountants. For example, some solicitors 
undertake taxation matters for their clients, including 
even the preparation of accounts. It is perhaps due 
to the very fact that the great bulk of taxation work 
is in the hands of the accountancy profession that 
some accountants should feel inclined to grumble. 
about the relatively few cases where the work is 
done by solicitors, Conversely, there is some dis- 
satisfaction amongst provincial solicitors, because of 


‘the activities of accountants in relation to company 


formation. When a private business wishes to turn 
itself into a private limited company, many pro- 
prietors normally consult their accountants. If ‘the 
accountants had to draft the whole of the memo- 
randum and articles of association they would un- 
doubtedly hand the matter over to a solicitor; but 
it is possible to obtain from company registration 


agents standard forms of memorandum and articles 


which with relatively minor adaptations can be used 
for the purpose of forming a particular company. 
With the aid of registration agents, therefore, ac- 
countants can do the whole of the work involved in 
forming a company. The Council of my Institute 
has issued a statement to members for their guidance 
on how far they should go in this matter of company 
formation, but even within the terms of that guid- 
ance it is still possible for accountants to do a great 
deal of the work involved. Not unnaturally provincial 
solicitors are inclined to feel that this kind of work 
should be in their hands. 

In general, however, it can safely be said that 


‘accountants and lawyers in the United Kingdom do 


not tread on one another's toes. The difficulties 
which, I understand, are encountered in the U.S.A. 
do not arise in the United Kingdom. As I have already 
explained, taxation matters are a large and normal 
part of the practice of public accauntants and there 
is statutory authority for accountants to appear 
before the Commissioners. Moreover, members of 
our profession are quick to refer clients to lawyers 
for opinions on difficult and ambiguous points of 
law. In other words, on taxation matters accountants 
and solicitors tend to assist one another rather than 
to dispute their respective spheres of activity. 


(To be concluded.) ` 
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WEEKLY NOTES 


Work Study: Application and Training 


This week the joint committee of the Institute of Cost 
and Works Accountants and the Institution of Pro- 
duction Engineers, has published its report on work 
study. It has done a painstaking job. It will be 
recalled that when the committee issued its interim 
report at the close of 1949 on the measurement of 
productivity, it came to the conclusion that time 


standards are the most simple and direct means of. 


measurement of productivity. It has been found, 
however, that there are serious discrepancies through- 
out industry in arriving at uniform standards. In 
consequence. a sub-committee was formed to look 
into the question of devising a comprehensive system 
of training for time study. This investigation com- 
prises the report issued this week. 

In the event, the sub-committee's activities have 
embraced the wider field of work study. In its con- 
clusions, the need for widely accepted standards of 


measurement, an adequate training syllabus for. 


work study and the acceptance by the factory manager 
of these facts are emphasized. А 
Considerable emphasis is іп fact given to the need 
for: support of work study by top management and 
industry's enthusiasm should be transmitted to local 
éducation institutions so that work-study courses can 
be provided. To this end the committee has gone to 
great trouble to put together a syllabus and a plan is 
laid down for spreading the small resources in the 


it. 


One criticism may be made of the report. While 


trouble has been taken to provide a comprehensive 
réport on training, the drafting of the report itself 
could have been better. Some passages require at 
least two readings to grasp their meaning. 


The Government's Finance Accounts 


The Finance Accounts of the United Kingdom for 
the financial year 1951-52, ended March 31st, 1952, 
which were presented to Parliament on May 28th 
last, have now been published as a Blue Book. They 
cover over seventv pages of tabulated figures of income 
and expenditure. Of tax revenue, easily the largest 
item is income-tax, for which the Exchequer receipt 
was Г1,674,274,000 against only £1,412,711,000 in the 
previous year. The first figure includes over £5 
million in tax deducted from excess profits tax post- 
war refunds. The Budget estimate for income-tax in 
1951-52 was only £1,624,750,000 and the improve- 
ment on this is probably in large measure due to 
inflation. With sur-tax, the Budget was much nearer 
the mark: against the estimate of £128 million, the 
net amount collected was just over £129 million, and 


1 Measurement of Productivity - Work Study: Application 
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way of teaching staff, so as to get most advantage from . 


the Exchequer receipt was a few hundred thousand 
more. The Budget estimate for death duties was 
£180 million, and when the Financial Statement was 
prepared in March last, near the end of the year, it 
was estimated that only this £180 million would be 
received. In the event the Exchequer receipt was 
£183 million. Profits tax collected was over £323 
million, but on excess profits tax there was a net 
deficit of nearly £6 million. Those who look to the 
final winding-up of this tax will be interested to learn 
that in 1951-52 no less than £13,514 was collected 
for excess profits duty —a tax which was repealed 
after the First World War. Special contribution 
realized nearly £3 million. Conscience money 
amounted to only £1,388, although whether this is a 
good sign or a bad one is anyone’s guess. 


An External Surplus 


During the first half of this year the United Kingdom 
earned a small surplus on its external account 
amounting to {24 million, compared with a large 
deficit of £394 million for the second half of 1951. 
At the Commonwealth Finance Ministers’ Confer- 
ence last January, it was suggested that the target date 
for achieving this overall balance should be the end 
of the year, so the target has been hit six months in 
advance. A further point which makes the news all 
the more welcome is that few expected the figures to 
be as good as they have turned out. The official 
explanation given for the difference between expecta- 
tion judged from month to month on the trade and 


eis figures and the six months’ results covering 
bo 


visible and invisible trade, is the effect of the 
time factor. 

There is another side to these gratifying results 
nevertheless. The improvement is due almost entirely 
to the change in the state of visible trade. The in- 
visible balance is little changed on the half-year. Over 
the lait six months, imports and exports have both 


been oie — imports particularly so. This trend 
` was to be expected of course; indeed the fall in 


imports was a ag ug HE last November 
by Mr Butler. It woul ‘lish in consequence 
to bemoan its success. Nonetheless such a trend of. 
‘the visible account, satisfactory as it may be as a 
means of temporarily balancing the’ international 
account, depicts an economy regaining solvency by 
running down – not expanding. Now that the gap 
has been stopped the task of rebuilding a positive 
balance on expanding trade remains. 


Gold and Dollar Flow Checked 


During September the chronic drain on this country’s - 
line. of credit and gold and dollar reserves to the 
European Payments Union came to an end, at any 
rate. for the time being. Britain earned a surplus of 
13:2 million with E.P.U. It has to be admitted that 
£86 million came from France in the form of the 
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third annual repayment of the {100 millior interest- 
free loan of 1946. On the other hand, it & thought 
that the benefit of the recent dollar commodity 
arbitrage dealings which were recently pernitted by 
the authorities as a temporary measure tc stop the 
gold flow to E.P.U. have still to have taeir main 
beneficial effect on the state of this country" s balance 
with the Union. 

September was also a better month for tLe sterling 
area's external position as a whole. It was mnounced 
last week that this country earned a surplus of $13 
million, which put the gold and dollar reserves back 
to the same level as they were at the clos: of June, 
namely, $1,685 million. The month's su-plus was 
struck after taking into account $27 million of United 
States defence aid and a payment to 3.P.U. of 
$477 million which was the August defici- and had 
to be met in gold. 

Thus at a time when the reserves aze usually 
beginning to feel the strain from meeting payments 
for large autumnal food imports the sterlirz area has 
moved slightly and very tentatively out ci the red. 
This is a real achievement but it owes something to 
defence subsidies from the United States. 


The Funding Operation 
It was announced last Monday night that cash appli- 


cations for the three new Serial Funding Stock had : 


amounted to £317 million. The stocks were a 12 Der 
cent Serial Funding Stock, 1953; a 13 per zent Serial 
Funding Stock, 1954; and a 3 per cent Funcing Stock, 
1955. There was no limit set on the amovnt of cash 
applications and they attracted, respecti-ely, £135 
million, £67 million, and {£115 million. It will not be 
known for several days how large a. volume of con- 
version applications have been received, and until 
this information is available it will not be »ossible to 
say how far the operation has been a success. 

For the moment the auguries are heartening. It is 
understood that most of the cash applica1ons came 
from the clearing banks and it is not like-y that the 
banks would apply if they do not intend io convert 
their existing holdings as well. If this presumption 
is correct it will mean that the banks Lave come 
to the aid of official policy and taken u» the new 
stock, thus putting cash into the hards of the 
Government which can be used to decrease the size 
of the floating debt and hence the size cf the: cash 
ratios of the banks themselves. This would be a 


useful disinflationary move, for it is clezr that the 


current activities of the Government іл running 
expenditure ahead of revenue by borrowirg through 
Treasury bills has been having an inflatiorary effect. 
Success will be a question of degree. The larger the 
conversion applications the more gratifyirg will the 
operation be to the authorities, but the firance insti- 
tutions, including the banks, have it in their power 
to decide how far that success might be cualified. 


Рге-ашшил Retail Figures 


Retail trade figures for August this year do little more 
than give a blinding glimpse of the obv-ous. They 
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show that as usual August is a poor month for the 
trade since it is the height of the holiday season and 
the point where the lull before the public starts its 
autumn buying is at a peak. This year the figures also 
reveal, however, that the worst of the recent showing 
in the retail trade has been encountered by the 
department stores and that the best of it has been 
experienced by the multiple shops. This is really no 
more than one would have been led to believe by a 
cursory glance at recent shopping habits. The ‘A’ 
income groups have been following the others in the 
direction where the bargains and cut prices have been 
offered. Those who were prepared to admit that the 
public would only buy at lower prices and had the 
courage and the reserves to cut the price of their 
stocks, along with those who benefit from not dealing 
in some lines through the wholesalers, have taken the 
custom. | 

Sales of clothing were higher than in August 1951, 
but mainly owing to the performance of the multiple 
shops. Furniture and furnishings were also better on 
the year. It is noticeable that although the trade has 
had a severe recession in the last twelve months, the 
price of household durable goods has declined by 


only 2} per cent. Wholesale turnover was down 23 per ` 


cent on August last year. 


Branded Petrol in February 


It was announced last week that there would be a 
return to branded petrol in February next year. This 
decision has been expected for some time and it was 
anticipated that it would come as soon as the world 
petrol industry had been able to readjust its supply 
lines to the absence of supplies from Persia and as 
soon as it was clear that a return to branded petrol 
could be taken care of by the growing oil refining 
industry in this country so that there would be little 
if any change in the supply of crude oil, notably 
dollar ‘crude’, coming into this country. 

The change when it comes will open up a new era 
in the oil distribution industry. There is more to it 
than the mere return to branded products and hence 
increased competition - important as that in itself 
may be. After February there will be a return to 
differing qualities within one brand (probably at a 
price) and it will be interesting to see if the public 
will pay for the freedom from pinking which should 
come with petrol of higher quality. In February, too, 
will come competition between the companies which 
should give some light on the effects of the current 
policy developed by the oil companies of the 'tied 
house’. 

The ‘tied house’ (that is, the petrol station with 
that new coat of paint and only one brand to sell) is 
only one aspect of the distribution problem of petrol 
which is at present exercising the attention of the 
companies. Much thought has been given lately to 
the question not only of the consequences of com- 
petition through ‘tied houses’, but also to the prob- 
lem of alternative ways of distributing oil pro- 
ducts — including diesel oil. 
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FINANCE AND COMMERCE 


Stock markets have been overshadowed mainly by 
the Treasury funding operation, which has absorbed 
£317 million of institutional funds. Conditions have 
been firm enough but the amount of business passing 
has been small. Uncertainty over the industrial wages 
situation remains the most powerful external factor. 


Statistical Summary 


This week's reprint is taken from the thirty-fourth 
annual report and accounts of The Great Universal 
Stores Ltd. It includes the five-year comparison of 
group profits, appropriations and net asset positions. 

This statistical summary is a very valuable addition 
to the actual accounts and, we should imagine, most 
shareholders will focus their interest in it. Preference 
holders can see the growth in the substance behind 
their security. Ordinary holders likewise can appre- 
ciate the improvement in their position, their 50 per 
cent dividend being covered by earnings of 414 per 
cent and their 5s units by 71s 9d in net assets. 

Were the ‘company coming before the public 
investor for the first time, these are the facts on which 
the shares would be sold. It is therefore reasonable 


that the same yardstick should be applied year by. 


year so that the progress, or otherwise, of the 
business may be seen. 


. Hire-purchase : 
The directors of.G. U. S. report that during the year 
under review, the company's external expansion 
policy was slowed down considerably, and existing 
interests consolidated. Even so, a controlling interest 
was obtained in a textile factory, a wholesale ware- 
house company and in two companies operating three 
retail stores. : 

'The business itself has been built up on hire- 
purchase and a third of the consolidated balance 
sheet total of £64 million is accounted for by debtors 
on hire-purchase contracts. This figure is the net 
item after taking account of all unrealized profit, 
interest and collection charges, etc., representing 
28% per cent of the gross sum outstanding. Bad debts, 
the chairman reports, remain negligible, as in former 
years, and cash collections continue on a satisfactory 
basis. 

The total amount outstanding, he continues, is 
spread over the whole of the United Kingdom and 
large areas abroad. The number of hire-purchase 
debtors involved is some 1,800,000, their average 
debt being £17. 

Separate from the hire-purchase debtors are debts 
in respect of credit sales. These are amounts out- 
standing for the sale of goods other than furniture 
etc. The total of just over £54 million is spread over 
some 1,830,000 customers and as the accounts are 
collected over a period of eighteen weeks, practically 
the whole of the amount outstanding had been 
received by early September. 


Sunbeam Wolsey 


Special attention is drawn by Mr C. O. Stanley, chair- 
man of Sunbeam Wolsey Ltd, of Cork, to the company's: 
consolidated balance sheet "Which, he says, ‘follows 
more closely those which, under the recent Com- 
panies Act, are now presented in England’. This 
adoption of the English Act as a standard for Irish 
companies has been suggested in this column. Mr 
Stanley, himself, has a wide experience of company’ 
matters here, among his business appointinents being: 
the chairmanship of Pye Ltd. 

During the year, Messrs Fuller, Horsey, Sons &. 
Cassell were engaged to revalue all the company's 
capital assets. Their figure is £1,041,942, as com- 
pared with the written-down value of £535,355. The 
valuation takes account of the age and condition of 
every item of plant and buildings, and, says Mr 
Stanley, is not a statement of what it would cost to 
replace the plant with new equipment. 

The directors considered whether they should set 
aside a greater sum for depreciation but decided there 
would be no real gain in appropriating more of the 
profits for this purpose than is allowed for taxation. 
‘If the allowances were to be based on replacing our 
plant at today’ s value, when. it became obsolete, and 
we assume, said Mr Stanley, ‘that most textile 
machinery should be written off in ten years, we 
should have been allowed an additional £25,000 on 
this year's accounts alone.’ 


Hoover 


Hoover Ltd-a household name – was founded in. 
1919, but it was not until 1937 that it paid its first 
dividend. ‘Eighteen years of capital investment 
before the shareholders received one penny,’ says 
Sir Charles Colston, chairman and managing director, 
in an address given to the company’ s shop stewards 
and employee representatives. ‘Does anyone suggest,’ 
he asks, ‘that it would be fair.to the shareholders to 
be limited to a nominal dividend after backing the 
enterprise through thick and thin for eighteen years.. 

‘Prosperity will not be achieved by curbing divi- 
dends any more than it will be achieved by curbing 
wages,’ he continues. ‘It would be just as sensible to 
curb piecework prices in order to save money as to 
curb dividends. Curbing either of them acts as a 
brake on production.” 

In this address, Sir Charles puts across the hard 
facts of life — that success in any degree comes with 
hard work. 


Money Market 
Treasury bill applications totalled £312,440,000 on 
October 3rd and, with allotments of £220 million, 
being £30 million under the offered amount, the 
market obtained 69 per cent of requirements by 
bidding at £99 7s 9d. The average rate fell to 
£2 9s 0*53d per cent. This week's offer is £220 million. 
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THE GREAT UNIVERSAL 
Consolidated Balance Sheet 











1951 : 
£ £ £ 
£4,250,000 Authorized Capital of the Great Universal Stores Ltd — (see page 8) .. 5 - 25 vs Ls 4,250,000 
3,585,513 Issued Capital of the Great Universal Stores Ltd ~ (see page 8) s E os aa B 55 3,598,013 
Capital Reserves ~ (see statement, pages 14/15) 
2,748,543 Surplus on revaluations of properties .. - .. vs vu ee .. ae v ..  £2,687,132 
Less Goodwill and net excess of cost of shares in subsidiaries over the appropriate propor- 
1,832,038 tion of book values of net assets at dates of acquisition, less amounts written off .. РЕ 2,015,704 
916,505 ———— 671,428 
Surplus on sales of properties and businesses and excess of war damage compensation over book value of 
2,705,420 relative assets .. us kx VE aa » E 4x s 5 rs KA ИК m 3,268,248 
1,403,096 Share Premium Accounts m 5 E s vs M si ES 54 5 са ate 1,441211 
295,567 Excess Profits Tax Post-war Refunds .. ge ES a Ls s EN a ss Vs is 299,950 
252,996 Debenture and other Capital Redemptlon Reserves es ze wie s Е 282,483 
213,390 Exchange Reserve (Including £86,687 profit on exchange arising during year) zs " £s m $s "300,077 
5,786,974 ——— 6,263,397 
Revenue Reserves 
2,602,419 General Reserves .. m vis T€ .. да +3 zz F ES ae s 4,443,328 
143,000 Staff Benevolent and Sickness Funds s% és a - s Ps e ate vs y 6 178,000 
49,398 Preference Dividend Reserve .. ee 2 p. us - zi ғә x " ik m 49,484 
17,965 Plant Replacement Reserves — .. БЕ s 25 АЯ vs is НЕ - i 33,737 
2,380,602 Profit and Loss Account Balances (see note 9) Я ie er us es a s i e 2,875,588 
5,193,384 ——— 7,580,137 
14,565,871 | 17,441,547 
3,459,610 Amount set aside for Future Income Tax  .. a 42 „а <4 - +: ae "E ài 4,153,701 
Interest of Outside Shareholders of Subsidiaries 
6,662,628 Preference Shares (see note 8) Sa web pact rsen See” esa Amt se - Ма e 00 6,647917 
471,317 Ordinary Shares .. E m 5 Ра $5 Be Pe v us vs 55 we .. 448,342 
1,194,180 Proportion of Profits and Reserves .. s M us ne “a ais HE .. ve zs 1,218,605 
8,328,125 8,314,865 
————— Debentures, Mortgages, etc., of Subsidiaries 
1,500,000 5{ per cent Debenture Stock (secured) repayable on January Ist, 1970 .. T "s .. £1,500,000 
500,000 Less Issued as security for bank loans — ,. v .. .. T ex ae - 500,000 
1,000,000 " 6 1,000,000 
266,029 Less Redeemed and cancelled or purchased for redemption .. m wa .. «is 280,947 
733871 719,053 
370,740 4k per cent First Mortgage Debenture Stock (secured) — .. T s ~ E ix A T 347,940 
187,756 4 per cent Mortgage Debentures (secured) .. ds ks m НЕ vx ?s $5 КИ i 307,256 
2,786,787 Mortgages, Mortgage Bonds and Loans (secured)  .. .. 37 ari m wie e 2" 2 2,962,240 . 
62,578 5 per cent Income Bonds (unsecured) repayable March 3156, 1958. . vs Ys a m M X 62,578 
4,141,832 > —— 4,399,067 
Provisions | 
134,229 Deferred Repairs oe oe ve m vi ae ve AN У os ex s 41,984 
59,729 Estimated liability under Malntenance Contracts «. is ue va vs i. s ix is 89,747 
193,958 j — 131,731 
Current Liabilities 
Bank loans and overdrafts – secured: Я 
1,164,019 Home ,. T" m m .. .. .. 2s T ES s .. £1,234,997 
1,652,427 Overseas .. oe .. .. .. .. vá .. T .. “a 5: 1,349,548 
——— 2,584,545 
Bank loans and overdrafts ~ unsecured: 
5,611,788 Home .. .. .. te n at m m .. .. .. oe m 4,620,088 
259,169 Overseas .. m .. is and .. ae .. ve ar T is 293,922 
E — 4,914,010 
8,687,403 7,498,555 
852,112 Other loans (unsecured) .. .. .. "m 536,606 
782,523 Balance of purchase price of shares in substdiarles and. of businesses з acquired by subsidiaries (see note 6). 785,261 
13,730,894 Creditors, bills payable and accrued charges .. "m € .. 14631,2239 
4,743,435 Balance of income-tax to 1951-52, excess profits tax, profits tax, excess profits levy; and Dominion taxation .. 6,124,399 
83,431 Dividends payable to outside shareholders of subsidiaries (less Income-tax)  «. ae gå e se 75,788 
14,733 Accrued preference dividends of The Great Universal Stores Ltd (less Income-tax) — .. T d m 14,733 
192,815 Proposed ordinary dividends of The Great Universal Stores Ltd (less Income-tax) — .. ax d + 265,390 
29,087,346 ———— 29,931,971 


£59,776,742 | £64,372,881 
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STORES LIMITED 
at March 3156, 1952 













1951 y 
£ £ € 
Fixed Assets 
д Freehold and Leasehold Properties, Plant, Machinery, Fitores, Fittings, Equipment, Vehicles, etc, (see 
11,946,135 statement, pages 14/15) .. P oe MS s P a PT 2s P RA Vi 12,133,446 
Trade Investments: 
372,491 Quoted, at cost, less amount written off (Market value, £459,123) - vs Бе " s ee 456,448, 
(M.V.£350,587) 
265,845 Unquoted, at cost.. Vs ce Ls РР a РЕ - ie sà T" ee 291,136 
на 747,584 
12,584,471 ' . 12,881,030 
Current Assets 
15,971,735 Stocks at or under cost as valued by the management .. sis Ur m vs T M .. 16,528,803 
28,386,636 Hire-purchase debtors, after providing for bad and doubtful debts — .. ate 55 .. £31,390,165 
7,735,066 Less Provisions for unearned Interest, collection charges, etc. ik aa Le RE 8,967,610 
20,651,570 ———— 22,422,555 
____| Debts In respect of credit sales, payable by. instalments; after providing for bad and doubtful 
4,910,323 debts .. ks ie ai ae xx E te ex 5,693,479 
753,770 Less Provisions for collectlon charges Vs .. ae vs és pë .. on 878,319 
4,156,553 ———- A815, 160 
3,036,243 Trade and other debts and prepayments .. vx vs - Ка НЕ ys A Vx m 3,512,283 
62,916 Investments (Market value £49,428) «s E m es sú S Е ж T 54,543 
(М.Ү, £63,511) 
15,800 Tax Reserve Certificates s а a p s 5 "E ae T .. m — 
3,168,707 Balances at bankers and cash in hand ES Ps .. a ars ur АА ‘a S .. 4,140,888 - 
47,063,524 | ———— 51,474,232 
Funds deposited with Trustees for Debenture Stockholders 
7,835 British Government Securities (Market value £7,007) .. ‘aa а as s a s as 7,835 
(М.У. £7,727) 
120,912 Cash АА x ks «5 vs oe T .. xs xà аж Р +“ j .. 9,784 
128,747 —— 17,619 


The notes by directors (pages 11/12) and che statements (pages 14/15) form parc of the company's accounts. 


(The Notes and Statements are not reproduced. — Editor.) 


£59,776,742 #64,372,88! 
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: | СОККЕЗРОМРЕМСЕ 


Letters must be authenticated by the name and address of the writer, not ене" for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Hospital Cost Accounting 


Sir, – The sub-committee responsible for the report 
on Hospital Cost Accounting have asked me to write 
to you in connexion with the editorial ‘Hospital cost 
accounting’ in The Accountant of August 16th. It is 
clear from the editorial and from your footnotes to 
subsequent correspondence that your chief criticism 
of the report is that it recommends a ‘superimposed 
system’ involving two separate sets of books — namely, 
financial and costing. As regards the latter point, may 
Í say at once that this was never the intention of the 
sub-committee and that whilst a separate cost ledger 
was assumed for the purpose of the exemplification, 
in practice only one set of books would be used. 
The exemplification was shown in the form in 
which it appears in the report because of the variety 
of types of accounting organization which exist in the 
service. These range from purely manual to fully 
mechanized, using either typewriter accounting or 
punch-card machines, and the manner in which the 


cost accounts would, in practice, be dealt with would: 


depend entirely on the accounting system in use. 
For this reason, and to avoid appearing to recom- 
mend any particular system — a matter not within our 
terms of reference – we tried to meet all cases by an 
exemplification on what might be called ‘classical’ 
lines, thinking this might be more readily appreciated 
and of greater value to the student. It appears from 
your remarks, however, that this has given rise to a 
misconception of our proposals. 

'The sub-committee do not, however, understand 
why 'our approach to the problem by way of sub- 
jective analysis! should be regarded as unusual, or 
why because of this approach our system should be 
considered as superimposed. In our view the sub- 
jective analysis cannot be abandoned, as you imply, 
since it is essential that any financial records should 
disclose the actual expenditure on, for example, 
salaries and wages, drugs, provisions, etc. It is surely 
equally true that accounts prepared in industry or 
commerce disclose the total wages bill, or the cost of 
the various materials used in addition to the unit 
costs of the articles produced. Furthermore, such 
subjective headings form the 'natural' control ac- 
counts. It may be, however, that our ideas differ from 
yours only superficially, and that in place of our 
subjective/objective system you would prefer the 
main accounts to be objective, with subjective analy- 
sis. We feel this must be so since you would clearly 
wish to know for each objective account how the 
money had been spent. That is to say (referring to 
your penultimate paragraph) you would in practice 
want to know not ‘who is spending their funds rather 
than on what these funds are being spent’, but both 
these facts. If this assumption is correct, it seems to 
us that whether the accounts are objective, and 


analysed subjectively, or vice versa, the results and 
certainly the amount of work involved would be the 
same. Whichever way is adopted it would not be 
correct to describe any part of the system as 'super- 
imposed' and with the complication of estimates we 
consider, from our experience, the subjective/objec- 
tive layout to be the more convenient. It must also 
be borne in mind that whilst only the larger general 
hospitals (a relatively small proportion) are likely to 
require a system. of departmental costing, the basic 
accounting arrangements must be appropriate to all 
hospitals in the service regardless of size or type. 
There are two further points on which we should 
like to make comment. Firstly, on the question of 
depreciation, we did deal with this in our original 
report. Since both our reports are primarily for the 
Ministry we felt it sufficient to make only a brief 
reference in the present one and this is given on page 
47. Secondly, our interim report was not really 
influenced by the tradition of pre-war and émergency 
hospital practice, but was inevitably conditioned by 
the organization which existed, and the urgent need 
to introduce a simple uniform system throughout the 
entire service. Despite the harsh criticism given by 
the Press, the costing returns produced by that system 
have provided the officers in the service with an 
extremely useful background of knowledge and have 
disclosed lines of enquiry which have been profitably 
pursued. 
Yours faithfully, 
F. S. ADAMS, Chairman, 
Costinc SUB-COMMITTEE OF THE 
REGIONAL HOSPITAL BOARD TREASURERS. 
Birmingham. 


Sm, – One of the most unfortunate aspects of the 
controversy which has raged at various periods in the 
life of the national health service is the large part 
taken in the discussion by members of the public and 
accountancy profession who really have little practical 
knowledge of the detail of the problem, and the small 
part taken by the large number of qualified and 
reasonably competent accountants in the service who 
have to deal with the matter from day to day, and who 
have managed to install and maintain systems which 
have, in practice, had the effect of bringing into force 
a substantial degree of financial control. In 1951-52 
the variation between actual and budgeted expendi- 
ture of management committees was less than 4 per 
cent and only extremely rarely in excess of 1 per cent. 

Like Mr McLachlan, whose letters were published 
in your issues of August 23rd and 3oth, it appears to 
me that your editorial of August 16th does indeed 
avoid the practical issues of accountancy in the service, 
and it is indeed the misleading idea that the regional 
treasurers' suggestions will result in duplication of 
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work, with which I quarrel, together with the view 
put forward that the published figures have not 
served the purpose intended. 

To take the second part first, it has been possible 
for the first time to obtain information which has 
given prima facie evidence from which reasonable 
standards have been ascertained after collaboration 
with colleagues dealing with hospitals of similar 
types. It has been possible to examine in detail 
particular costs and to produce genuine information 
which bears critical examination of people anxious to 
maintain high standards. : 

That the information so far producec can usefully 
be expanded is not in doubt and there are many areas 
in which this has been done. 

"There are numerous forms of cost accounting and 
in many cases the most efficient is that which con- 
forms most closely with the natural unit of cost. In 
the hospital service there is no one natural unit and 
it may well be better to see whether there are inter- 
mediate stages which have a natural and reasonably 
comparable unit. Thus, the cost of food and equally 
the cost of preparation of food forms such units. To 
facilitate comparison it is surely better to analyse 
expenditure under these two subjective headings, in 
the first instance, from invoices and wages sheets, 
than to prepare an objective cost which subse- 
quently must be broken down into its subjective 
heads to obtain reasonable control and comparison. 

The regional treasurers and their colleagues in the 
management committees in preparing their report, 
know that the prime records in hospitals fall naturally 
into subjective groups because of the physical facts 
of hospital administration. Thus, physiotherapists are 
normally found in the physiotherapy department and 
it is convenient to have all wages close together 
on one wages sheet because they are paid at the same 
time by the same person who is often quite different 
from the person who pays the cleaners. It is thus 
convenient to maintain this subjective analysis from 
the very beginning and as so often happens, there is a 
natural unit of cost for both physiotherapists and 
cleaners which can, and is, being used to compare 
hospital with hospital. 

The report provides for the allocation of the sub- 
jective totals to objective headings and although I am 
doubtful whether the ‘hard core’ of in-patient expen- 
diture can usefully be compared without reverting 
to the subjective details which go to make the whole, 
it would surely be much more accurate to describe 
the regional treasurers’ suggestions as an elaboration 
(perhaps an over-elaboration) of the best existing 
practice, than to suggest, as you do, that the report 
recommends a superimposed system with all its 
attendant extra labour and cost. 

Yours faithfully, 
G. M. MAYES, Finance Officer, 
MEDWAY AND GRAVESEND 
Rochester. HOSPITAL MANAGEMENT COMMITTEE 


[This correspondence is referred to in a leading article 
оп page 406 of this issue, — Editor.] 
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Bank Interest and Charges 


Sir, – I have read with interest all the letters on the 
above subject which have appeared recently in The 
Accountant. 

It seems to me that the request of your corres- 
pondent *D' (September 13th issue) for an explanation 
of the true rate of interest charged by the bank has 
developed into a technical argument over the four-day 
collection period utilized by the bank in their interest 
calculations. Therefore I suggest that examination 
and explanation of this practice might be illuminating: 

I have before me evidence of a cheque, which was 
dishonoured, paid into an account in the south of 
England and drawn on an account in the north. This 
cheque took three days to go through all hands. If 
it had been paid at first presentation one can assume 
that all banking entries would have been completed 
in two days. 

I suggest that go per cent or even 99 per cent in 
value of all cheques drawn are met on first presenta- 
tion, therefore it appears that as between the north 
and south of England two days instead of four days 
would be a reasonable collection period adjustment 
by the bank. 

The matter goes further than this though. The 
Bankers’ Clearing House is in London and no doubt 
the head offices of the banks there get their credits 
for the cheques (99 per cent of them) on the day after 
such cheques have been paid in all over the country — 
just the course of post. 

In any case there must be a very large proportion 
of cheques drawn and payable in London which are 
capable of being cleared in one day. 

The four-day period may apply to Scottish and 
Northern Ireland cheques, and it seems that because 
of this the four-day adjustment is applied universally. 

I also suspect what has happened is that a wartime 
procedure by the banks, when posts were delayed 
and the Clearing House was not in London, has not 
yet been revised in favour of the banks' customers 
who have overdrafts on their accounts. 


Yours faithfully, 
ʻE’. 


Capitalization of Interest: Film Accounting 


Sir, — With reference to the letter under this heading 
in your issue of September 27th, we are of the opinion 
that the term ‘cost of production’, in the absence of 
agreement, does not include the cost of financing 
production. 

Cost of production, in the ordinary commercial 
sense, usually means the direct cost of producing a 
given article, whether it be a film or any other product. 

In any event, however, we do not think that interest 
incurred after the date of completion of the film can 
possibly be said to be part of the cost of production, 
since after this date production is no longer going on. 


Yours faithfully, 


LESLIE MELVILLE & CO. 
London. : 
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' Legal Expenses: Lease 

Sir, ~ In reply to the inquiry raised by ‘Hopeful’ in 
your issue dated September 20th, the allowing of 
expenses of an unsuccessful attempt to acquire: a 
lease is, I think, in the light of reason, a point which 
tax officials might, quite logically, concede. 

_ A lease is not of the character of other real or fixed 
capital assets, so that the item in question should not 
be capitalized; it is an outlay for rented accommoda- 
tion; the cost of abortive negotiation becomes part 
of the true cost of eventual acquisition. 
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The charge against a business for accommodation 
under a lease or other agreement, in order to be com- 
plete and correct, ought to include the cost of finding 
as well as of obtaining it and would quite fairly be 
entered as a business outgoing eligible for allowarice 
under Schedule D, either as ‘necessarily incidental 
to the letting contract’ and/or ‘an inevitable and 
proper trade expense’. 

Yours faithfully, 
WILLIAM L. NEWTON. 

East Molesey, Surrey. 


TAXATION CASES 


Full reports of the cases summarized i in this column will be published, with Notes on the Judgments, 
` in the Annotated Тах Cases. 


с. LR. v. Albion Rovers Football Club Ltd 
In the House of Lords 

July ті, 1952 

(Before Lord PORTER, Lord Олакзеу, Lord Rem 

and Lord ASQUITH OF BrsHoPsTONE) 

Income-tax — Profits tax — Football Club — Players 
voages — Alteration of contract period — Proportion of 
wages for off-season charged as expenses — Off-season 
after end of accounting period — Deductions for account- 
ing period — Income Tax Act, 1918, Schedule D, Case I. 

The respondent club, a member of the Scottish 
Football League and of the Scottish Football Associ- 
ation, had agreements with professional football 
players, which agreements were controlled by the 
League and the Association. The football season lasts 
for the nine months from the second Saturday in 
August to April 3oth, and the months of May, June 


and July are the off-season, during which the club. 


does not obtain any receipts from matches. 

Before the 1948-49 season, players’ agreements 
ran from May ist to April 3oth, and the players were 
paid for the season only. Ín April 1948 the League 
instructed its member clubs that players re-signed 
for the 1948-49 season would be under contract from 
May tst, 1948, until July 31st, 1949, and that after- 
"wards all contracts would be yearly from August 1st 
to July 31st. The standard form of agreement that 
was used for the 1948-49 season provided for weekly 
` payments to each player in consideration of his 
services and of his observance of the terms and con- 
ditions of the agreement. The sums thus provided for 
"were (1) the full weekly sum during the playing 
‘season; (2) a reduced weekly sum during the months 
of May, June and July 1948; and (3) a reduced weekly 
sum during the months of May, June and July 1949. 
"The total amount paid to the players in May, June 
and July 1948 was £1,518 ros od, and the corre- 
‘sponding amount in May, June and July 1949 was 
£1,826 10s od. 

In its profit and loss account for the period ended 
March 31st, 1949, the club charged eight-ninths of 
each of these sums, namely, £1,349 15s 7d and 

£I 623 11s 1d, as expenses of that accounting period, 


as eight months of the season fell into the accounting 
period. 

It was contended by the club that the payments 
made in May, June and July 1948 and in May, June 
and July 1949 were payable under a contract extend- 
ing from May rst, 1948, to July 31st, 1949, and were 
necessarily made in order to obtain the services of 
the players for the 1948-49 playing season; that 
eight-ninths of these payments were expenses neces- 
sarily incurred in earning the profit of the playing 


. season which fell within the accounting period ended 


March 31st, 1949; and that, accordingly, both the 
£1,349 155 7d and the £1,623 11s 1d were allowable 
deductions in computing the profit of that period. 

The Special Commissioners decided that the pay- 
ments made in May, June and July 1949 were 
expenses of the accounting period ended March 31st, 
1950, and that there was nothing in the agreement to 
support the contention that these payments could be · 
related back as expenses proper.to the previous 
accounting period. 

Held (reversing the judgment of the Court of 
Session), that the sums in question were not proper 
deductions in computing the profit of the accounting 
period ended March 31st, 1949. 


Davies v. СТЕ. 
is the High Court of Justice (Chancery Division) 
July roth, 1952 
(Before Mr Justice Harman) 


Estate duty – Succession duty — Pension — Discretion of 
trustees whether to grant pension — Whether pension 
purchased or provided by deceased — Whether a dis- 
position of property ~ Succession Duty Act, 1853, 
Section 2 — Finance Act, 1894, Section 2 (1) (d). 
The plaintiff was the widow of a person who 
entered the employment of a firmi in 1898. Later the 
firm's business was transferred to a company con- 
trolled by the members of the firm, and the plaintiff's 
husband remained on in the employment of the 
company until his death in 1942. In 1924 the com- 
pany adopted a pension scheme, no such scheme 
having previously existed in relation to the business. 
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The company provided {60,000 to found the 
pension fund, and the fund was vested in trustees. 
The fund was expressed to be established for the 
benefit of retired employees *whose character and 
length of service may in the judgment of the trustees 
entitle them to claims upon it'; but the trustees were 
expressly given an absolute and uncontrolled dis- 
cretion in the exercise of the powers conferred upon 
them. In 1931 the pension scheme was extended to 
widows and children of employees. After her hus- 
band's death the plaintiff was granted a pension, 
which, in January 1950, was increased to £36 19s cd 
a month. 

The Inland Revenue claimed succession duty cn 
the pension under Section 2 of the Succession Duty 
Act, 1853, on the footing that the award of the 
pension to the plaintiff was a disposition of property 
and estate duty, under Section 2 (1) (d) of the 
Finance Act, 1894, on the ground that the pension 
had been purchased or provided by her husband. 

Held, that neither succession duty nor estate duzy 
was payable in respect of the pension. 


Lilley v. Harrison 


In the House of Lords 

July irth, 1952 
(Before Earl Jowrrr, Lord PORTER, Lord OAKSEY, 
Lord Morron or HENRYTON and Lord Rem) 
Income-tax — Mortgage interest — Interest in arrear — 
Cancellation of mortgage bonds — Promissory ` note 
issued to mortgagee — Sum equal to arrears of interest 
paid thereafter – Whether that sum income from 
foreign securities — Whether income from foreign posses- 
sions ~ Income Tax Асі, 1918, Schedule D, Case IV, 
Case V. 

The appellant held mortgage bonds for $100,000, 
carrying interest at 6 per cent, of an American com- 
pany, and the company wished to dispose of the 
property upon which the bonds were secured. 
Interest to the extent of $36,000 was in arrear on the 
bonds as at December 31st, 1942. 

In 1942 it was agreed between the appellant and 
the American company that the bords should be 
cancelled, that she should receive a promissory note 
for $100,000, and that that amount should be paid 
not later than December 31st, 1947. The bonds were 
cancelled in January 1943. The promissory note bore 
interest at the rate of 44 per cent per annum, and it 
was a part of the agreement that the arrears of interest 
on the mortgage bonds, as at December 31st, 1942, 
should be paid by the American company, as to half 
in June 1943, and as to the other half in June 1944. 
Those payments were duly made. 


The appellant was assessed in respect of the two 


sums of $18,000 each, arrears of interest, on the 
footing that they were either income from foreign 
securities or income from foreign possessions. It was 
contended on behalf of the appellant that there was 
no liability to income-tax in respect of the sums in 
question because, the bonds having been cancelled, 
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the appellant did riot, during the years for which the 
assessments had been made, possess any source from 
which those sums could be obtained; and that the 
two sums were received in consideration of the cancel- 
lation of the bonds. The Crown contended that the 
sums in question arose either from the original bonds, 
or from the contract that was made in 1942. 

Held (affirming the judgment of the Court of 
Appeal), (1) that the sums in question were received 
by the appellant as interest; (2) that the source of 
those sums was the contract to pay such interest, 
which contract remained operative notwithstanding 
the cancellation of the bonds and the rearrangement 
of the time for the payment of the interest; and (3) 
‘that the appellant was assessable to income-tax in 
respect of those sums as income from a foreign 
possession. 


McIntosh v. Manchester Corporation 
In the Court of Appeal | 
July 14th, 1952 
(Before Lord Justice SOMERVELL, Lord Justice 
DENNING and Lord Justice ROMER) 
Income-tax — Capital allowance ~ Industrial building or 
structure - Expenditure on preparing land to receive. 
foundations — Work consisting of cutting – Income Tax 
Act, 1945, Sections т, 2, 8 (г), 14 (1). 

The appellant owned extensive works as a water 
undertaker; including three reservoirs and many 
miles of conduits, aqueducts, pipes and culverts. It 
was admitted that these works constituted an indus- 
trial building or structure. In computing the amount 
of the initial allowance, the Inland Revenue excluded 
expenditure on digging land for the reception of parts 
of the apparatus of the undertaking. 

It was contended on behalf of the respondent that 
the word 'cutting', in the proviso to Section 14 (1) 
of the Income 'Tax Act, 1945 (which prevents work 
consisting of cutting or tunnelling from ranking for 
an allowance, but excepts work on preparing land for 
the foundations of buildings ‘not being work which 
consists of cutting or tunnelling’), meant the breaking 
of the surface of land. On behalf of the appellant it 
was contended that the work meant the making of a 
cutting through land. The Special Commissioners 
decided in favour of the appellant. 

Held (affirming the judgment of Mr Justice See) 
that thé word was descriptive of a process applied to 
land, and not of the results or consequences of that 
process, and that, therefore, the expenditure in 
question could not be included for the purpose of 
computing the initial allowance. 


Mackenzie v. Arnold 
In the Court of Appeal 
July r4th, 1952 
(Before Lord Justice Somervett, Lord Justice 
DENNING and Lord Justice RoMER) 
Income-tax — Author — Sale of copyrights while profes- 
sion still being carried on — Whether sale money taxable — 
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Deduction of: commission — Deduction of ` expenses — 
Income Tax Act, 1952, Section 123, Schedule D, 
Case II, Case VI. 

During the years from 1911 to 1930 the appellant 
had carried on his profession as an author abroad, 
and had in those years incurred expenses to the 
extent of £19,000. From December 1930, the appel- 
lant had carried on his profession in the United 
Kingdom. 

In 1942 certain copyrights in his books reverted to 
the appellant, and in 1943 he made an agreement with 
his publishers for the sale of the copyrights in twenty 
novels written by him, and received therefor the sum 
of £10,000. Out of this £10,000 the appellant paid 
£1,000 as commission to the agent in connexion with 
the sale, and it was conceded by the Inland Revenue 
that this £1,000 was an allowable deduction in com- 
puting the appellant's income under Case II of 
Schedule D. 

The appellant contended that the £10,000 was not 
a taxable receipt of his profession as an author, and, 
alternatively, that if the £10,000 was a taxable receipt 
he was entitled to charge against his receipts the sum 
of £19,000 representing the expenses that he had 
incurred in the years down to 1930. 

Held (affirming the judgment of Mr Justice 
Danckwerts), that the £10,000 was a taxable receipt 
of the appellant, and that as the £19,000 had been 
incurred as expenses over earlier periods that sum 
could not be deducted in computing the amount of 
the assessment under appeal. 


Moschi v. Kelly 


In the Court of Appeal 
July 16th, 1952 
(Before Lord Justice SOMERVELL, Lord Justice 
DENNING and Lord Justice ROMER) 

Income-tax — Excess profits tax — Back duty – No 
evidence by appellant — Fresh capital introduced into 
business — No explanation of source of money. 

Estimated assessments to income-tax and excess 
profits tax were made on the appellant for years 
between 1940 and 1945 and an appeal against these 
assessments was heard by the General Commissioners 
in 1948. The appellant came to the United Kingdom 
as a refugee from Germany in about 1933, and set up 
as a manufacturer of underwear. By 1944 he had 
introduced fresh capital into his business to the 
extent of £34,000, and he also possessed diamonds 
and jewellery worth £10,000. Various explanations 
had been given by the appellant from time to time 
as to the way in which he had become possessed of 
these amounts of money. 

The appellant had debited in his trading accounts 
a number of sums as wages to his wife. The credits 
for these sums were the appellant’s drawing account, 
but there was no evidence at the appeal from either 
the appellant or his wife in relation to them. 

The appellant did not attend the hearing of the 
appeal. The General Commissioners decided that the 
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sums in question were business receipts, and that the 
sums debited for wages to the appellant's wife were 
not allowable deductions, and they confirmed the 
assessments with certain adjustments. 

Held (affrming the judgment of Mr justice 
Donovan), that the General Commissioners' decision 
was correct. 

Bray v. Colenbrander 

In the Court of Appeal 
July 24th, 1952 
(Before Lord Justice SomeRvELL, Lord Justice 
DENNING and Lord Justice ROMER) 
Income-tax — Employment ~ Agreement made abroad ~ 
Remuneration paid partly in London and partly abroad 
— Employment exercised in United Kingdom —- Whether 
remuneration taxable in United Kingdom – Income Tax 
Act, 1918, Schedule D, Charging Rule т (a) (й), 
Cases П and V — Schedule E — Finance Act, 1922, 
Section 18. 

The respondent, a Netherlands subject, was 
appointed as a journalist to a Dutch newspaper, 
which was owned by a Dutch corporation. Six months 
afterwards the respondent came to the United King- 
dom to take up an appointment as London corre- 
spondent to his newspaper. In order to carry on his 
work the respondent had to live in London; he had 
the use of a desk in the London office of the Man- 
chester Guardian, but this was not the address of his 
paper. 'The respondent lived in a flat in London, and 
the rest of his duties, which consisted mainly of 


. covering politics and diplomacy for his paper, were 


performed from the flat. The flat was taken by the 
respondent in his own name, but his paper paid a 
part of the rent. The respondent was resident in the 
United Kingdom for the years 1945-46 to 1949-50, 
which were the years under appeal, and his duties 
were almost exclusively performed in the United 
Kingdom. 

The respondent's remuneration was about £125 a 
month, and was payable in Holland. His wife and 
child lived in Holland, and by arrangement with his 
employer a fixed sum of soo guilders was paid in 
Holland direct to his wife for the maintenance of the 
home which he had there, and the balance, amounting 
to £78 5s 8d a month was remitted to him in London 
et his request. The respondent's employer had an 
eccount at a London bank, on which the respondent 
was entitled to draw, and every month a sum was 
transferred by his employer to the bank to cover (a) 
the balance of the respondent's remuneration not 
paid to his wife in Holland; (5) his employer's contri- 
bution towards the rent of the flat; and (c) an amount 
to cover the expenses incurred by him on behalf of 
his paper. 

It was contended on behalf of the appellant (2) that 
the respondent was assessable under Schedule E for 
the years under appeal; (5) alternatively, that he was 
zssessable under Schedule E by virtue of Section 18 
of the Finance Act, 1922. It was contended on behalf 
of the respondent that he was assessable under Case V 
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In re Batley 
In the Court of Appeal 

Tuly 24th, 1952 
(Before THe Master or THE RoLLs (Sir RAYMOND 
EversHeD), Lord Justice JENKINS and Lord Justice 

Hopson) 

Income-tax — Tax-free annuity — Liability to account 
for tax reliefs — Enforcement of liability. 

The testator bequeathed to his former wife an 
annuity of £416 for her life, the annuity to be con- 
sidered as a continuance of the alimony which he was 
paying her during his lifetime. If at any time the 
annuity should exceed the amount of one-third of the 
total income of the estate after payment of income- 
tax, then the amount of the annuity was to be one- 
third of that total income. 
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Held (varying the order of Mr Justice Vat fo d 


the annuitant was a trustee of her statutory | In 
recover the tax reliefs in respect of her annuity, AN 
was bound, at the request of the testator’s trustees? 
to exercise that right; that, if it was necessary, she was 
bound to apply to be separately assessed under 
Section 355 of the Income Tax Act, 1952; that the 
amounts of any reliefs in respect of the annuity that 
were recovered either by the annuitant or her hus- 
band, belonged to the trustee, but that she was under 
none of these obligations in relation to the one-third 
of the residuary income, when, as in the present case, 
that one-third had becorre payable to her. 
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SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL | 


At special and ordinary meetings of the Council, held 
on Wednesday, October rst, 1952, at the Hall of the 
Institute, Moorgate Place, London, EC2, there were 
present: 

Mr J. Blakey, Vice-President, in the chair; Mr W. L. 
Barrows, Sir Harold Barton, Mr T. Hamilton Baynes, 
Sir B. H. Binder, Messrs C. W. Boyce, све., W. С. 
Campbell, P. F. Carpenter, W. S. Carrington, S. W. 
Cornwell, A. 5. H. Dicker, M.B.E., С. R. Freeman, Р. F. 
Granger, D. V. House, H. Crewdson Howard, Sir Harold 
Howitt, G.B.E., D.S.0., M.C., Messrs W. H. Lawson, C.B.E., 
W. R. MacGregor, K. A. E. Moore, P. Morgan-Jones, 
S. J. Pears, P. M. Rees, m.c., L. W. Robson, G. F. Saunders, 
Gilbert D. Shepherd, M.B.E., K. G. Shuttleworth, C. M. 
Strachan, 0.B.£., E. D. Taylor, G. L. C. Touche, E. Gordon 
Turner, M.C., A. D. Walker, T. Walton, Sir Nicholas 
Waterhouse, K.B.E., Messrs H. B. T. Wilde, R. P. Winter, 
M.C., T.D., with the Assistant Secretaries. 


Exemption from the Intermediate Examination 
One application under bye-law 85 (b) for exemption 
from the Intermediate examination was not acceded to. 
Reduction in Period of Service under Articles 
Two applications under bye-law 61 for a reduction in 
the period of service under articles were acceded to. 
Membership of Taxation and Research 
Committee 


Mr G. L. C. Touche was appointed a Council repre- 
sentative on the Taxation and Research Committee 


following the resignation from the Council of Mr T. 
Fleming Birch. 


Articled Clerks Engaging in Other Business 
One application under bye-law $7 from an articled 
clerk to engage in other business during his period of 
service under articles was acceded to. 


Companies Act, 1948 
The Council decided to submit to the Board of Trade 
a third interim memorandum of matters for considera- 
tion on revision of the Companies, Act, 1948. 


Summer Course, Christ Church, Oxford 
The Chairman of the Summer Course Committee 
reported on the proceedings at Christ Church, Oxford, 
from September rath to 17th, 1952. The chairman 
reported that the president had sent letters of appre- 
ciation to the five speakers, to the governing body of 
Christ Church and all others concerned with the con- 
duct of the course. The Council decided that the pro- 
gramme and the full text of the five addresses should 
be reprinted in the form of a combined booklet similar 
to those prepared for previous courses, Copies are now 
being printed and will be obteinable shortly on appli- 
cation to the Secretary of the Institute, price 5s each, 
post free. 

Remittances should be sent with applications which 
will receive attentien as soon as the booklets are 
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a cate? of Practice etc. 
сете 7 
eð: ,cates of practice be issued to the 


E cejéen associates who have commenced 


ом. 

' leave, Ernest Charles; 1928, A.C.A.; (Crouch, Lucraft & 
Со), 17A Queen's Road, Brighton, 1, and at Battle and 
Exeter. 

Dinnen, Arnold David; 1951, A.C.A.; 506 Eastern Avenue, 
Ilford, Essex. 

Evans, Alan Cooper; 1952, A.C.A.; (Gordon Thomas & 
Pickard), 7-10 Oxford Buildings, Lower Union Street, 
Swansea, and at Cardiff. 

Fisher, Kenneth Herbert, в.А.; 1932, A.C.A.; (Woodthorpe, 
Bevan & Co), Leadenhall Buildings, 1 Leadenhall Street, 
London, ECa. 

Flint, Bernard Joseph, M.B.E., B.COM.; 1951, A.C.A; 
(Crombie, Lacon & Stevens), 34 Waterloo Road, Wolver- 

. hampton. 

Harper, Edgar Cecil; 1952, A.C.A.; 32 The Drive, Ban- 
stead, Surrey. 

Hicks, Norman William; 1948, A.C.A.; (*Percy R. Hayes 

- & Co), Midland Bank Chambers, Wrexham. 
Jacobs, Leslie; 1948, A.C.A.; 34 Reservoir Road, London, 
4. 

Lewak, Dennis Sydney; 1952, A.C.A.; (Lewak & Со.), 46 
Gastein Road, Fulham, London, W6. 

May, Eric John Rutton; 1952, A.C.A.; (*T'ansley Witt & 
Co), 22-24 Ely Place, London, ЕСт. 

Patel, Rambhai Marghabhai, в.сом.; 1952, А.С.А.; (К. M. 
Patel & Co), 63 Lincoln's Inn Fields, London, WCa. 

Pattinson, Cyril; 1934, A.C.A.; (Cyril Pattinson & Co), 
25 and 27 Grey Street, Newcastle upon Tyne, 1. 

Peel, Duncan; 1948, A.C.A.; (John Wilson), 35 Southgate, 
Elland, Yorkshire. 

Storrey, Peter Arthur; 1952, A.C.A.; 45 Girton Road, 
Sherwood, Nottingham. 

Tuffin, John Allon; 1947, А.С.А.; 1 Castle Square, Brighton, 
1, and at Hassocks, 


(2) That twelve associates be elected to fellowship 
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Canadian Institute of Chai 


The Council received the report of the * 
Mr J. Blakey on his visit with Mrs Blakey то 
fiftieth annual meeting of the Canadian Institute of 
Chartered Accountants held-in Quebec and Montreal 
from September 6th to 11th, 1952. A unanimous vote 
of thanks was passed to Mr and Mrs Blakey for under- 
taking this visit on behalf of the Institute. 


Nederlands Instituut van Accountants 


The Council received the report of Mr Douglas A. 
Clarke, LL.B., F.c.a., on his visit, as representative of the 
Institute, to the Year-day of the Nederlands Instituut 
van Accountants held in Amsterdam on September 2oth, 
1952. À unanimous vote of thanks was passed to Mr 
Clarke for undertaking this visit on behalf of the 
Institute. 
Registration of Articles 


The Secretary reported that three hundred articles of 
clerkship were registered during the months of August 
and September, 1952, as compared with two hundred and 
sixty-three-in the previous August and September. 


The late Mr Charles Edward Fletcher, F.C.A. 


The Council received with very great regret the 
Secretary's report of the death of Mr Charles Edward 
Fletcher, F.c.4., London, a member of the Council | 
from 1932 to March 1951 and a former Chairman of 
the Investigation Committee. 


Deaths of Members ко 


The Council received with regret the Secretary’s | 

report of the deaths of the following other members: 
Mr Frank Allison Bramley, a.c.a., Ashby de la Zouch. 

,» Ernest Crossley, A.C.A., Manchester. 

Philip Edward Harding, О.В.Е., M.C., Е.С.А., London. 

» Laurence David Hyman, F.c.a., London. 

» Harry Leach, A.C.A., Bolton. 

Frederick Mackey Lintott, Е.С.А., London. 

Richard Henry Lord, F.c.a., Manchester. 

» James Herbert Morton, Е.С.А., London. 

Archibald William Newman, A.c.a., Bodenham. 

» Herbert Norman Shulman, a.c.a., London. 


TAXATION AND RESEARCH COMMITTEE 


The Sixty-fifth meeting of the Taxation and Research 
Committee was held at the Institute on Thursday. 
July 1oth, 1952, at 2 p.m. 3 

Present: Mr W. W. Fea (in the chair); Messrs W. G. 
Campbell, P. F. Carpenter, D. A. Clarke, J. Clayton, R. W. 
Cox, E. H. Davison, W. G. Densem, R. B. Dixon. S. Dixon, 
W. P. Elliott, 0.8.2., Е. J. Eves, F. M. Gilliat, G. G. G. 
Goult, G. S. Hamilton, S. C. Hand, N. B. Hart, o.B.E., T.D., 
E. N. Macdonald, р.ғ.с., J. H. Mann, M.B.E., G. P. Morgan- 
Jones, T. P. Nicholis, H. Norris, R. J. Ogle, A. H. Proud, 


A. P. Ravenhill, P. M. Rees, M.C., P. V. Roberts; C. N. 
Storey, H. F. Strachan, A. G. Thomas, W. F. Tidswell, 
C. P. Turner, R Walton and G. H. Yarnell, with an 
Assistant Secretarv of the Institute, and Mr K. H. 
Saunderson, Assistant to the Taxation and Research 
Committee. 

Standing Sub-Committees 


Reports, as below, were received and discussed: 
Cost Accounting Sub-Committee (including progress 
reports by two drafting sub-committees). 
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-Committee, was ap- 
s of reference: 
the objects, principles and 
А f counting and the possi- 
for improvement and further developnent of this 
service to managemen:, not only by accountants engaged 
in industry and commerce but also by accountants in 
' public practice whose clients may include manr businesses 
which are too small to enable a management accounting 
service to be provided internally.' 
It was decided to consider at the next meeting the 
position of the Cost Accounting Sub-Committee and 
its two drafting sub-committees engaged on matters 
falling within the foregoing terms of refererce. 

















Ad Hoc Sub-Committees 


The chairmen of two special sub-committees reported 
progress. 
Next Meeting 

The date of the next meeting of the committee was 
fixed for Thursday, September 25th, 1952. at 2 p.m. 


The Sixty-sixth meeting of the Taxation and Research.. 


Committee was held at the Institute on Thursday, 
September 25th, 1952. at-2 p.m. 

Present: Mr W.W. Fea (in the chair); Messrs K.. W. Bevan, 
T. Fleming Birch, J. E. Burnie, W. G. Campbell, P. F. 
Carpenter, F. Carruthers, J. Cartner, D. A. Clarke, 
J. Clayton, R. W. Cox, E. H. Davison, W. G. Densem, 
R. B. Dixon, S. Dixon, F. J. Eves, E. S. Faden, Е. M. 
сте, G. С. G. Gouit, С. S. Hamilton, E. A. Harris, 
N. B. Hart, о.в.к., T.D., E. N. Macdonald, r.r.c., J. Н. 
Mann, M.B.E, R. А. Marden, G. Р. Morgan-Jones, Н. 
Norris, A. H. Proud, A. P. Ravenhill, P. M. Rees, M.C., 
P. V. Roberts, C. N. Storey, H. F. Strachan, R. Walton, 
A. Whittaker and G. H. Yarnell, with an Assistaat Secretary 
of the Institute, and Mr K. H. Saunderson, Assistant to 
the Taxation and Research Committee. 


Standing Sub-Committees 


Reports of standing sub-committees, as below, were 
received and discussed: Г 

Cost Accounting Sub-Committee (including progress 
reports by two drafting sub-committees). 

General Advisory Sub-Committee (inclading pro- 
gress reports by five drafting sub-committess). 

Management Accounting Sub-Committee. 

Taxation Sub-Committee. ; 

The Committee resolved that the Cost Accounting 
Sub-Committee be dissolved and that its two drafting 
sub-committees become drafting sub-committees of 
the Management Accounting Sub-Committee. 


Ad Hoc Sub-Committees А 
The chairmen of two special sub-committezs reported 
progress. 
Membership 

The following appointments to membership of the 
committee for the year commencing October 151, 1952, 
were reported: | 

Nominated by the Council: Messrs W. G. Campbell, B.A., 


Е.С.А., P. Е. Ca 
A. P. Ravenhill; a.c.a., P. 
other still to be appointed, 

Nominated by District Societies’ Committees? 
Messrs R. B. Dixon, F.c.a., W. F. Tidswell, A.C.A. 
Messrs E. А. Harris, F.C.&., P. V. Robetts, a.c.a. Eas 
Anglia: Messrs F. J. Eves, ЕСА., G. С. О. Goult, F.C.A. 
Hull: Messrs N.-B. Hart, O.B.E., T.D., М.А., LL.B., F.C.A., 
Н. F. Strachan, F.C.4. Leeds: Messrs J. W. G. Mitchell, 
F.C.A., В. Walton, F.C.A. Leicester: Messrs R. A. Palmer, 
T.D., M.A., F.C.A., С. H. Thomas, A.C.A. Liverpool: Messrs 
E. N. Macdonald, р.ғ.с., F.c.a., C. P. Turner, А,С.А. 
London: Messrs D. A. Clarke, LL.B., Е.С.А., J. Clayton, 
А.С.А., E. H. Davison, A.C.A., W. G. Densem, F.c.a. Man- 
chester: Messrs F. Carruthers, A.C.A., Е. M. Gilliat, F.C.A. 
Northern: Messrs R. M. Chapman, T.D., M.A., F.C.A., С. N, 
Storey, A.C.A. Nottingham: Messrs J. B. Burnie, F.C.A., 
К. W. Cox, F.C.4. Sheffield: Messrs S. С. Hand, F.C.A., 
A. G. Thomas, F.c.a. South Eastern: Messrs W. P. Elliott, 
O.B.E., M.A., LL.B., A.C.A., С. H. Yarnell, Е.С.А. South Wales: 
Messrs R. B. Brown, a.c.a., E. 5. Foden, Е.С.А. У 

The following members.were co-opted for the year 
commencing October 1st, 1952: 

Messrs K. W. Bevan, A.C.A. T. Fleming Birch, F.C.A., 
J. Cartner, A.C.A., S. Dixor, M.A., A.C.A, С. S. Hamilton, 
A.C.A., J. Latham, C.B.E., A.C.A., J. H. Mann, M.B.E., M.A., 
F.C.A., R. A. Marden, a.c.s., G. P. Morgan-Jones, M.A., 
Е.С.А., H. Norris, A.C.A., R. J. Ogle, B:SC., A.C.A., and A. H, 
Proud, A.C.A. : 


Appointments to Sub-Committees 


The. following members were appointed to standing 
sub-committees for the year commencing October rst, 
1952: 

-General Advisory Sub-Committee: Chairman and Vice- 
Chairman of the Taxation and Research Committee (ex 
officio); Messrs T. Fleming Birch, J. B. Burnie, W. G. 
Campbell, F. Carruthers, J. Cartner, R. M. Chapman, 
D. A. Clarke, W. G. Densem, F. J. Eves, G. S. Hamilton, 
J. Latham, J. H. Mann, J. W. G. Mitchell, G. P. Morgan- 
Jones, H. Norris, R. A. Palmer, A. P. Ravenhill, P. V. 
Roberts, A. G. Thomas, G. H. Thomas, W. F. Tidswell, 
C. P. Turner, and G. H. Yarnell. 

Management Accounting Sub-Committee: Chairman and 
Vice-Chairman of the Taxation and Research Committee 
(ex officio); Messrs K. W. Bevan, 'T. Fleming Birch, P. F. 
Carpenter, E. H. Davison, W. G. Densem, S. Dixon, W. W. 
Fea, С. С. G. Goult, J. Latham, R. A. Marden, A. P. 
Ravenhill, R. Walton, and G. H. Yarnell. Recommended for 
co-optation: Messrs H. P. Finn, a.c.a., T. B. Prentice, F.C.A., 
A. C. Unthank, B.COM., Е.С.А., and F. J. Weeks, A.C.A. 

Research Programme Sub-Committee: All ex officio mem- 
bers: Chairman, Vice-Chairman and Past Chairmen of the 
Taxation and Research Committee and Chairmen of 
standing sub-committees. | 

Taxation Sub-Committee: Chairman and Vice-Chairman 
of the Taxation and Research Committee (ex officio); 
Messrs W. G. Campbell, D. A. Clarke, R. W. Cox, R. B. 
Dixon, E. S. Foden, F. M. Gilliat, G. G. G. Goult, G. S. 
Hamilton, S. C. Hand, E. A. Harris, N. B. Hart, E. N. 
Macdonald, С. P. Morgan-Jones, А. H. Proud and К. 
Walton. Recommended for co-optation: Messrs Н. D. 
Bessemer, B.A., F.C.A., and J. E. Talbot, A.C.A. 


Chairman and Vice-Chairman 


Mr G. G. G. Goult, F.c.a., and Mr G. S. Hamilton, 
A.C.A., Were unanimously appointed Chairman and 
Vice-Chairman respectively of the Taxation and 
Research Committee for the year commencing October 
ISt, 1952. 

Next Meeting 


The next meeting was fixed provisionally for Thursday, 
December 11th, 1952, at 2 p.m. : 











hustitute of Chartered Accountants in 
England and Wales 
DISCIPLINARY COMMITTEE 
Finding and Decision of the Disciplinary Com- 
mittee of the Council of the Institute appointed 
pursuant to bye-law 103 of the bye-laws appended 
to the supplemental Royal Charter of December 
21st, 1948, at a hearing held on August 6th, 1952. 


A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that a member 
of the Institute had been guilty of an act or default 
discreditable to a member of the Institute within the 
meaning of clause 21, sub-clause (3) of the Royal 
Charter, in that in F ebruary 1952, he made a charge 
to a client based on a percentage of the amount 
recovered for the said client by way of repayment of 
income-tax, so as to render himself liable to exclusion 
or suspension from membership of the Institute. 
The committee found that the formal complaint had 
been proved and the committee ordered that the 
rnember be reprimanded, but considered that there 
existed special circumstances which justified the omis- 
sion of his name from the publication of the Finding 
and Decision. 


. APPEAL. COMMITTEE 


Finding and Decision of the Appeal Committee of 
the Council of the Institute appointed pursuant to ` 
bye-law 108 of the bye-laws appended to the 
supplemental Royal Charter of December 2155, 
1948, at a hearing held on September 3rd, 1952. 


The Appeal Committee heard an appeal against the 
finding and decision of the Disciplinary Committee 
of the Council upon a formal complaint preferred by 
the Investigation Committee of the Council to the 
Disciplinary Committee that a member of the 
Institute had been guilty of acts or defaults dis- 
creditable to a memiber of the Institute within’ the 
meaning of clause 21, sub-clause (3) of the Royal 
Charter, in that he had neglected to reply to three 
letters addressed to him by the Registrar of Com- 
panies relating to his receivership of a limited com- 


pany and that he had also neglected to reply to two ` 


letters on the same matter addressed to him by the 
Secretary of the Institute, so as to render himself 
liable to exclusion or suspension from membership 
of the Institute. 

Having considered the record of evidence given 
before and documents produced to the Disciplinary 
Committee and having heard the explanation of the 
appellant and evidence presented by him, the Appeal 
Committee affirmed the finding of the Disciplinary 
Committee that the formal complaint had been proved 
and the Appeal Committee, varying the decision of 
the Disciplinary Committee, ordered that the mem- 













ber be reprimanded, 
existed special circur| 
omission of his name ’ 
Finding and Decision. 
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Messrs A. G. SAYERS, SEATON & BUTTERWORTH, 
Chartered Accountants, of 62 Brook Street, London, 
Wi, announce that Mr H. LAMDIN, A.C.A., A.S.A.A., 
and Mr J. С. LirTLEJOHNS, A.C.A., А.8.А.А,, have been 
admitted to partnership. 

Messrs SPICER AND PEGLER, Chartered Account- 
ants, of 19 Fenchurch Street, London, EC3, announce 
that as from October rst, 1952, they have taken into 
partnership Mr D. L. EVANS, A.C.A., who has been 
associated with them for some years. The style of 
the firm will remain unchanged. 

Messrs Harry М. Brano & Co, Certified. 

Accountants, of 83 Gower Street, London, WCr, 
and Chatteris, Cambs., announce that as from 
October- ist, 1952, their London office address is 
22 Charing Cross Road, London, WC2. Telephone: 
Temple Ваг 1486-7. 
. Messrs Kerr, МАСІ кор & MAcrARLAN, Chartered 
Accountants, of 149 West George Street, Glasgow, 
C2, announce that Мг Ковект S. .HUNTER, 
В.А, (CANTAB. ), C.A., has been assumed as a partner as 
from October 1st, 1952. The name of the firm 
remains unchanged. 

Messrs Оскоттом & (Соорснпр, Chartered ` 
Accountants, of 34 Museum Street, Ipswich, and at 
Dovercourt, Essex, and Saxmundham, announce that 
they have taken into partnership the following senior 
members of their staff: Messrs C. №: SMITH, A.C.A., 
F. L. Gower, a.c.a., and J. P. Davey, a.c.a. The 
name of the firm will remain unchanged, and the 
business will be carried on at the same addresses as 
hitherto. 

Messrs ANNAN, Dexter & Co, Chartered Account- 
ants, of 21 Ironmonger Lane, London, EC2, an- 
nounce that they have taken into partnership as from 
October rst, 1952, Mr Raymond George Howell- 
Jones, A.C.A., who served his articles with the firm · 
and has been a member of their staff for several years. 

Messrs GEORGE Рукетт, Chartered Accountants, 
of College Hill Chambers, London, EC4, and at 
Harrow, announce that Mr G. H. BARNARD, A.C.A., 
retired from partnership as from September зо, 
1952. The practice will be continued under the 
existing title by the remaining partners, Mr GEORGE 
PYKETT, M.C., Е.С.А., and Mr Joun 8. H. Ving, 
D.S.C., A.C.A. 

Messrs MAXTONE GRAHAM & Sime, Chartered 
Accountants, of 34 Charlotte Square, Edinburgh, 2, 
announce that Mr WiLLIAM SIME, C.A., resigned from 
the partnership for health reasons on September 30th, 
1952. The style of the firm remains unchanged and 
will be continued by the remaining partners. 
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. Messrs Tuomas Bowpren, Sons & NEPHEW, 
Chartered Accountants, of 42 Mosley Street, New- 
castle upon Tyne,- announce that as from October 
‘1st, 1952, they have admitted as a pa-tner Mr 
GEOFFREY NOEL ROBSON, A.C.A., who has been associ- 
ated with the firm for some years. The pract.ce will be 
continued at the same address without chang? of name. 

Mn CuarLes S. BEALE announces that he has been 
joined in partnership by Mr ArsERT H. Fos, a.s.a.a. 

The firm will continue as before in the name of 
С. S. Beate & Co, at 87 Bishopsgate, Loncon, ECz. 

Mr James C. DANIELS, F.C.A., practising ander the 
style of MARSHALL, Сіввом & Co, Chartered 

Accountants, at 38 Barton Arcade, Mancaester, 3, 
announces that as from October rst, 1952, he has 
been joined in partnership by Messrs FRANCIS 
MERVYN GILLIAT, Е.С.А., ROBERT BIBB7, F.C.A., 
RICHARD CROZIER, Е.С.А., GERALD WALTER COMPTON 
JACKSON, A.C.A., and James STEWART TAWSE, C.A., 
who are partners in the firm of DEARDEN, Спллат & 
Co, Chartered Accountants, of 79 Mosley - Street, 
Manchester, 2. The name of the firm, MARSHALL, 
Gipson & Co, will remain unchanged, Би: as from 
October 1st, 1952, the address will be Croxley House, 
‘14 Lloyd Street, Manchester. Telephone: Black- 
friars 7185. 

Messrs COOPER BROTHERS & Co, and COOPER 

Brotuers, Hockey, Kine & Co, announce that they 


have opened an office at Rothbart Building, Sixth 


Street, Gwelo, Southern Rhodesia. . 

Messrs E. Norr Humpureys & Co, Chartered 
Accountants, of 9 and iri Old Bank Buildings, 
Eastgate, Chester, announce that they have taken into 
partnership Mr HUGH ALDRED, M.A., A.C.A., and Mr 
LYNTON MORGAN PRICE, A.C.A., both of whom have 
been associated with them for a number of yzars. The 

‘name of the firm will remain unaltered. 

Messrs JEFFREYS, ALFRED Henry & Marks, 
Chartered Accountants, of 10 Coleman Street, 
London, ЕС2, announce that ‘Mr Gorpcn Kaye, 
M.A., А.С.А., has been admitted into partnership as 
from October Ist, 1952. 

Mr Е. W. HAMMOND, F.c.a., of Monument 
Chambers, Prebend Row, Darlington, announces 
that he has taken into partnership Mr T. S. Raw, 
A.C.A., who has been associated with him for a number 
of years. 

Professional Notes 
Mr J. D. Kelly, J.P., CGA., a partner in the firm of 
Thomas Kelly & Son, Chartered Accourtants, of 
Glasgow, and a member of Glasgow Corporation, 
has been appointed chairman of the Soith-West 
Scotland Electricity Consultstive Council. 
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Mr M. N. Shaw, A.C.A., a partner in the firm of 
W. H. Shaw & Sons, Chartered Accountants, of 
Dewsbury, has been recommended for adoption as 
prospective Parliamentary Conservative candidate for 
Dewsbury. 

. Obituary 
ALFRED OWEN-JOHN, F.C.A. 
It is with much regret that we record the death of 
Mr Alfred Owen John, F.c.a., on October 4th, at 
the age of 71. Mr Owen John was the senior partner 
in the firm of A. Owen John & Co, Chartered 
Accountants, of Swansea. 

Admitted an Associate of the Institute in 1903 and 
elected a Fellow in 1919, Mr Owen John was President 
of the South Wales & Monmouthshire Society of 
Chartered Accountants in 1932-33. He was a trustee 
of the South West Wales Savings Bank and a former 
director in the Swansea Gas Light Company. 


Official Receiver Appointments 
The Board of Trade has appointed Mr John Melville 
Clarke to be senior Official Receiver, and Mr Frank 
Malcolm Collins to be Official Receiver, in the Com- 
panies (Winding-Up) Department. These appoint- 
ments take effect from October rst, 1952. 


London and District Society of Chartered 
Accountants 

The first of a series of three lectures on ‘Industry and 
the accountant’, will be given on Tuesday, October 
14th, at 6.30 p.m. in the Oak Hall of the Institute 
when.Sir Hugh Beaver speaks on 'Principles of 
management’. 

Full details of the programme for 1952-53 will be 
issued shortly. 


FORMATION OF City Discussion GROUP 

A meeting attended by some twenty-four members, 
including the chairman and secretary, of the London 
and District Society of Chartered Accountants, was 
held on September 24th, when it was decided that 
the proposed Central London (East) and South-East 
London Discussion Groups be combined to form the 
City Discussion Group. 

The new group vill. meet on the third Wednesday 
of each month at 6.30 p.m. at The Mitre, Fish Street 
Hill, London, EC3, and the first meeting will be held 
on Wednesday next; the subject for discussion being 

‘Changing concepts of business income’. 

The secretary of the Group is Mr A. J. Nicholls, 
A.C.A., 22 Godstone Road, Purley, Surrey, from whom 
full information may be obtained by any interested 
member of the Society. 


COMPANY 


Telephone: Victoria 2002 (3 lines) 
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Pay as you Earn 

After consulting representatives of the employers 
and employees, the Board of Inland Revenue is 
making certain changes in the pay-as-you-earn system 
in the autumn.! These changes will not affect the 
majority of employees, but they will reduce the 
amount of non-productive work in dealing with many 
of those employees who are not liable to pay tax 
because of the size of their personal allowances. 

À new card, called the Code Card, will be sent by 
the tax office to the employer in such cases. It will 
authorize the employer to use the code number shown 
on it. If the employee changes his employment before 
he becomes liable to tax, he will be given this card 
by his employer and will take it with him to his new 
employer. This simplifies the present procedure on 
change of employment. 


'The Institute of Cost and Works Accountants 
THIRD LONDON REGIONAL CONFERENCE 


"Ihe management accountant in action' will be 
considered at the third London regional conference 
of the Institute of Cost and Works Accountants to be 
held at The Waldorf Hotel, Aldwych, WC2, on 
Saturday, November 1st next, at 10 a.m. 

The conference will be opened by Mr Ian T. 
Morrow, С.А., F.C.W.A., President of the London and 
District Branch. Mr Harry Norris, a.c.a., director 
and group accountant, J. Arthur Rank Organization 
Ltd, will speak on ‘Sphere and opportunity’, and 
Mr H. C. Rutherford, director, Venesta Ltd, on 
‘The requirements of management’. Mr G. A. 
Culverwell, F.c.w.A., A.S.A.A., finance officer, Road 
Haulage Executive, will open a discussion on the 
proceedings. 

At the luncheon the guest of honour will be Mr 
V. A. Patterson, J.P., managing director, J. & E. Hall 
Ltd, Dartford, Kent. Mr Arnold Holdsworth, 
B.COM., F.C.W.A., chief cost accountant, National Coal 
Board, will speak on "Presenting information' in the 
afternoon, and the discussion on this will be opened 
by Mr Wilfred B. D. Brown, M.B.E., F.1.1.A., managing 
director, Glacier Metal Co Ltd. The chief steward 
will be Mr S. K. Hardy, F.c.w.a. 


NortH REGIONAL CONFERENCE 
The north regional conference is being held at The 
Midland Hotel, Manchester, today. "Ihe cost 
accountant's relations with managers and men', by 
Mr F. C. Lawrence, M.C., B.SC(TECH.), F.C.W.A., 
A.M.LE.E, is the subject of the morning session. 


1 See leading article at page 405. 
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Lunch will follow, and this afternoon Mr L. 
Frankland, F.C.W.A., A.C.A., A.M.LLA., will speak on 
‘Some aspects of financial control’, . 


The Chartered Accountant Students’ 
Society of London 


Cost accounting is the subject of the London Students’ 


Society’s autumn general lecture course. Speakers 
will deal with management accounting, pay-roll and 
direct labour, material, overheads, presentation of 
information, installation of costing, electronic 
methods, standard costing and budgetary control. 

The course will consist of nine lectures, each 
beginning at 5.30 on Monday evenings, with the 
first meeting on October 13th. Six of the meetings 
will be held in the Oak Hall of the Institute, and 
three will be at Kensington Town Hall. 


The Royal Commission on the Taxation of 
Profits and Income 
The Minutes of Evidence for Friday, July 18th, 
1952, the fifteenth day of public hearings, are now 
on sale at H.M. Stationery Office, price 4s plus 
postage. Evidence on that day was given on behalf 
of The Institute of Chartered Accountants in 
England and Wales, and the General Council of 
British Shipping. | . 


Cost Accountants visit Cheshire Factory 
Thirty members of the Chester and North Wales 
Sub-branch of the Institute of Cost and Works 
Accountants visited the Stork Margarine Works at 
Bromborough, Cheshire, on Thursday, September 
25th. They were shown all stages of margarine 
manufacture from raw material to finished product. 


Chartered Accountants’ Hockey Club 

The 1952-53 season of the Chartered Accountants’ 
Hockey Club opens on Wednesday, October 22nd, 
with the annual match against The Law Society 
which is to be played on the Richmond Cricket Club 
ground at the Old Deer Park at 2.30 p.m. A number 
of county representatives will be playing in this match, 
and players and friends interested will be cordially 
welcomed. · | 


Other games so far arranged for the season are with _ 


the Stock Exchange and the Royal Institution of 
Chartered Surveyors. There will also be the annual 
match between the members and the articled clerks. 

Hockey players who are interested in playing for 


the Chartered Accountants’ Hockey Club, are invited : 


to communicate with the Hon. Secretary, Mr C. O. 
Merriman, of Price Waterhouse & Co, 3 Frederick's 
Place, Old Jewry, London, ЕС2. 
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VOL. CXXVII NO. 4061. 


ACCOUNTING IN TIME OF 
PRICE INFLATION © 


LSEWHERE in this issue we publish an article entitled 
Eie in time of price inflation’ by Mr Gxoncz О. 
May, F.C.A., C.P.A., in which he amplifies the views that he 
expressed at the Sixth International Congress on Accounting, 
1952. This brilliant article will add considerably to the great debt 


_that is owed to Mr May for his invaluable contributions to the 


discussion of this vital problem. 

Mr May holds a unique position in the world of accountancy. 
Prior to his retirement he was for a considerable period one of 
the most prominent practitioners in the United States of America: 
he is, and has been for as long as we can remember, one of our 
leading thinkers and writers, with a world-wide influence. 

He has for many years been a strong advocate of the new 
concept of accounting, based upon the measurement of income ‘in 
units of substantially the same purchasing power', as opposed to 
the orthodox accountancy practice in this country which has been 
firmly wedded to original costs. 

We have also received a copy of a book entitled Accounting for. 
Inflation, being a study of the techniques of accounting under 
conditions of changing price levels, by the Taxation and Research 
Committee of the Association of Certified and Corporate Account- 
ants.1 This book is another invalüable contribution’ to these 
discussions, as in it the whole problem is carefully and ably 
reviewed. The conclusions of this Committee are also in favour 
of the new concept of accounting and its al are very 
well argued. : 

The Council of The Institute of Chartered Accountants in 
England and Wales on the other hand, has so far stood firm for 
the time-honoured and orthodox concept, though it appreciates 
fully 


‘the limitations on the significance of profits computed on the basis 
of historical cost in periods of material changes in the ara 
power of money’. 


The Council, however, has come to the m— that it is - 


*unable to regard any of the suggestions so far made as being accept- 
able alternatives of the existing accounting principles based on 
historical cost’. 


- The Council's reasonings are fully set out in its Roconmendanons 


on Accounting Principles? in fact, this matter is discussed far 
more fully and thoroughly than any other of the Tnstitute's s 
recommendations. E 


1 Gee & Co (Publishers) Ltd, London. 


2 Recommendazion XV, ‘Accounting in Relation to Changes in the Purchasing 
Power of Money’, reproduced in The Accountant; May 31st, 1952, at page 577. 
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At the recent Ена Сопот, this 
. problem created far more interest than any other: 
these discussions, with those referred to above, 
make vividly clear that there exists a sharp cleav- 
age of opinion upon this matter within the 
accountancy profession. 

Economists and industrialists - have strongly 
pressed. the new concept for several years 
because of the adverse effects of the crushing 
burden of taxation, combined with the extensive 
: rise in the price level. These two adverse factors 
have greatly reduced the possibilities of industry 
setting aside, out of income, sums necessary to 
provide for the extra capital required to replace 
fixed and current assets, at enhanced costs. These 
same two trends have alsó greatly reduced the 
possibilities of saving by the community generally. 

The Council of. The Institute of Chartered 
Accountants in England and Wales, when issuing 
Recommendation XV, announced that 

‘the whole subject of accounting in relation to 

changes in the purchasing power of money is of such 

importance that the Council proposes, after the 
.International Congress on Accounting in June 

1952, to invite other professional bodies to join 

with it in further study of the subject’. 

In this country, therefore, this important 
problem will be considered further by various 
professional bodies, and it will be hoped by all 
that a common understanding and agreement will 
be reached. In the meantime the matter may be 
said to be sub judice. 

It is clear that the differences between the two 
concepts of profit are diametrically opposed. 
During a period of violent inflation, the profits or 
losses shown by accounts, under the new concept, 
would reveal a very wide divergence from those 
resulting from accounts prepared i in accord. with 
the orthodox concept. The issue in question, 
therefore, is fundamental and basic. 

'This problem has been under discussion for 
some years and the arguments upon each side 


are becoming well known. We feel that there is a · 


danger that the supporters on each side may 
concentrate upon throwing the sharp stones of 
argument across the chasm of misunderstanding, 
instead of building bridges by means of which to 
bring the two sides together. 

It is obviously very important that the account- 
ancy profession should have one mind upon this 
crucial problem, if that is possible of achievement. 
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All will wish that:success may result from the 
coming ‘discussions between the various profes- 
sional bodies. In order to achieve this, all must 
come with open minds and we would venture the 
suggestion that the most helpful first step would 
be to concentrate upon the consideration of those. 
parts of the whole problem on which there is 
agreement — the mere discussion of these matters 
would probably extend that area. 

Might not the second step be the consideration 
of what information should be conveyed by . 
companies to shareholders and to the general 
public and other interests? . 

This would, we suggest, be followed by the 
third step, i.e. a consideration of the means by 
which the agreed information should be conveyed. 
In this connexion there are available, of course, 
not only the accounts themselves, but supporting 
statements, the report of the directors and the: 
chairman's speech. _ 

'The fourth step would be the detailed con- 
sideration of the form and contents of the legal 
balance sheet, and profit and loss account, etc., 
required in accordance with the Companies Act, 
108, | | ; 

If technicalities are put aside, we think’ it 
likely that in stage one the area of agreement 
would be found to be much more extensive than 
anticipated. In the second stage, we feel also that 
a great measure of agreement is likely as regards 


. the information that would be most helpful to the 


various sections and bodies that wish to interpret 
published accounts, reports, etc. 
It is in connexion with steps three and four 
that, it seems to us, the great difficulties arise in 
this country, and these, in particular,-are con- 
cerned with the integration of the whole of the 
new concept with the preparation of the legal 
accounts of a company. 
` In this country the accounts of companies, 
under the Companies Act, 1948, have to ‘be 
prepared in accordance with ‘a „detailed set of 
rules, to which an auditor must have. close re- 
gard. This, it seems to us, is the root difficulty 
and the cause of the cleavage of opinion within 
the profession. May not the solution to this 
vexed problem be found by means of supple- 
mental information, without making fundamental 
alterations in the legal accounts of a company, in 
any event unless and until the Companies’ Act 
has been reconsidered and, if necessary, amended? 
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AUDITORS AND THE COMPANIES ACT 


of an auditor of a limited company were 

considerably clarified by the Ccmpanies 
Act of 1948. An interpretation of the relevant 
sections and references has now been supplied 
by the latest publication of the Inccrporated 
Accountants’ Research Committee. 

- Insthree parts, the pamphlet deals in turn with 
the qualifications required for appointment as 
auditor, with the machinery for the appcintment, 
reappointment and change of auditors, and with 
the remuneration of auditors. If the last of these — 
to which many readers will, doubtless, turn first ~ 

` is perhaps disappointing, it is solely because the 
Act itself deals rather summarily with this aspect 
of the subject... 

The first section is probably the one which 
professional accountants will find the most help- 
ful as, in practice, much’ confusion is caused by 
the failure of the Act clearly to diferentiate 
between the requirement3 for the various cate- 
gories of company. After defining the general 
qualifications necessary for appointment as 
auditor, the committee elaborates the relaxation 

_ of rules in the case of an exempt private company 
and goes on to define, in some detail, the charac- 
teristics of such a company. It then considers, 
firstly, the further restrictions in eligibility for 
appointment as auditor of otherwise suitable 
persons because of their special relationship witk 
the company and, secondly, the stancing of a 
‘firm’ both under English and Scots “aw. The 

` committee concludes this section with six useful 
examples of the points already coverec. These, 
reframed in the form of questions, are: 


T HE conditions, governing the appointment 


(1) A firm of accountants compr.ses two’ 


partners, A. and B. B. is a director of 
Z. Ltd. Is the firm of A. & B. el gible for 


appointment as auditors of Z. Ltd? Under, 


what circumstances would A. be eligible 
personally? 

(2) C. carries on practice as an accountant. He 
is the secretary of Y. Ltd. He has a quali- 
fied assistant in his practice, D. Is either 
C. or D. eligible for appointment as auditor 
of Y. Ltd? 


1The Appointment and Remuneration of Auditor: under the 
Companies Act, 1948. 25. 


_(3) A firm of accountants comprises two part- 
ners, E..and F. E. is a member of а recog- 
nized body of accountants, F. is not. Under 
what circumstances are (а) the firm of 
E. & F.; (b) E. personally; (с) F. personally 
eligible for appointment as auditor(s) of 
X. Ltd, assuming it to be (i) an exempt 
private company; (ii) not an exempt private 
company? | 


(4) G. is the secretary of W. Inc., a subsidiary | 
(incorporated in U.S.A.) of. V. Ltd. Can 


G. be auditor of either company? 

(5) Н. &-J. are in practice as a firm of account- 
ants. J. is a director of T. Ltd, a subsidiary 
of U. Ltd. S. Ltd is another subsidiary. 

. Can (a) the firm of H. & J.; (5) H. person- 

. ally; (c) J. personally be auditor(s) of any 
of the companies? 

(6) An accountant, K., has two employees, 
L. and M. L. is secretary of Q. Ltd, and 
M. is a director of R. Ltd. Can K. be 
auditor of either company? 

'The provisions for the appointment, re- 
appointment, and change of auditors with which 
the second part deals, appear, by dint of common 
usage, comparatively straightforward. The com- 
mittee also considers such less familiar items as 
the arrangements for filing casual and other 
vacancies, a change of joint auditors, the failure 
of an auditor to indicate prior to the annual 
general meeting his unwillingness to continue in 
office, and the position of the auditor where no 
annual general meeting is held in a particular 
year. 

In the third' and final part, the committee 
points out that the only guidance in the Act on 
the question of remuneration relates to expenses. 
It makes clear the (sometimes) difficult distinction 
between audit and accountancy fees and ends 
with a consideration of the case where no resolu- 
tion is passed fixing the auditor's remuneration 
or directing the manner in which it shall be fixed, 
although the auditor automatically continues in 
office in accordance with Section 159 (2) of the 
Act. 

The chief value of a publication of this kind is 
that it contains, in concise form, all the essential 
information pertaining to the subject. 
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THE FINANCE 


. Short-lease Rent paid by Non-occupier 

yA НЕ lessor carrying on the brewery or other 
| ` business will normally let the tied premises 
: directtotheoccupier rather than through an 
intermediate tenant. Accordingly Section 26 (4) (6), 
which concerns rent paid by a non-occupier, will 
normally apply only to the rent рага by the lessor. 
The lessor will normally deduct tax in accordance 

with Section 174 of the Income Tax Act, 1952. 
'The right to deduct tax under Section 174 is 
hedzed about by restrictions, the discussion of 
which is beyond the scope of this article, and the 
precise calculation of the ‘Schedule A deduction’ 
referred to in Section 26 (4) (b) may be a matter 
of difficulty; notwithstanding that one is to 
assume that all payments of rent and tax and all 
deductions of tax have been made ‘in due course’ 
(Section 26 (5)). When the Schedule A deduction 
has been calculated, the gross amount corre- 
sponding to that deduction is to be computed. 
While the standard rate is 9s 6d in the £, the 
gross sum will be arrived at by multiplying the 
Schedule A deduction by 40/1gths. If the rent 
payable for the tied premises by the lessor to his 
superior lessor (gross, before making the schedule 
deduction) exceeds the gross sum so calculated, 

the excess is to be treated as a trading expense. 


Example 7 (1952-53) 

National Synthetic Beers Ltd takes a full repairing 
lease of the Pseudo Tudor Arms for twenty-one years 
at аг. annual rent of £100 and sublets to a tied tenant 
for seven years at a rent of £70, he undertaking to do 
inside repairs. The Schedule A assessment is £80 
gross, £64 net, charged at standard rate. The tied 
tenant pays the Schedule A tax £30 8s and deducts 
it from his £70 rent, under Section 173 of the Income 
Tax Act, 1952. National Synthetic Beers Ltd likewise 
deduct the £30 8s from the rent £100, this time under 
Section 174. 

The rent received, £70, is excluded from National 
Synthetic Beers Ltd's profit, in accordance with the 
Salisbury House v. Fry decision, while the rent paid 
£100, is disallowed by virtue of Section 26 (1) (b) of 
the Finance Act, 1952, a net addition to profit of £30. 
At the same time, Section 26 operates as follows: 


Untaxed rent received (Section 26 (4) (а)) £ 
Total short-lease rent received from occupier то 
Net annual value .. he sa ax 64 


Untaxed rent received (trading receipt) 
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Untaxed rent paid (Section 26 (4) (b)) £ 


Equivalent gross amount for tax, £30 8s 64 

. Short-lease rent paid гоо 
Untaxed rent paid (trading expense) £36 
Net deduction from profit (£36— £6) .. зо 








It will be seen that the elaborate adjustment 
required by Section 26 produces, in this single case, 
the same result as if the rents received and paid were 
left in the accounts. 

Similarly, if National Synthetic Beers Ltd were the 
freeholders and therefore paid no rent, the net 
addition of £6 to the profit could be ‘achieved by 
bringing in the £70 rent as a receipt and allowing the 
net annual value. 


Rent Covering Tied and Non-tied Premises — 


The rent paid to a lessor may cover both tied 
and non-tied premises, and similarly with the 
rent paid by him. In those circumstances the 
rent is to be apportioned between the tied and 
non-tied premises. The apportionment is to be 
*fair and just' (Section 26 (3)). 


Section 26 and 'Excess Rent' Liability 


Section 26 (6) prohibits excess rents assessments 
(under Sections 175 and 176 of the Income Tax 
Act, 1952) on a lessor of tied premises, in respect 
of a period for which he is chargeable to tax on 
the profits of the relevant trade. Otherwise 
there would be double assessment, as Section 26 
itself in effect secures that the excess rents are 
charged in the assessment on those profits. 

As indicated above, a single rent may cover 
tied and non-tied premises, and liability to 
excess rents may arise in respect of the latter. 
For the purpose of the Section 26 computation, 
a just proportion of the entire rent will have 
been allocated to the tied premises. For the 
purpose of the excess rents assessment, Sec- 
tion 26 (7) lays down a slightly different pro- 
cedure. The excess rents liability is first to be 
computed as though Section 26 had never been 
passed, and is then to be reduced by the part 
which, on a just apportionment, is attributable 
to the tied premises for the period for which the 
lessor has been relieved of excess rent liability by 
Section 26 (6). : 
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Tied Premises outside the United Kingdom 
Section 26 (1) is not confined to tied premises in 
the United Kingdom. It does contemplate, 
however, that the relevant trade is chargeable 
under Case I of Schedule D and not under 
Case V, i.e. that the relevant trade is carried on 
partly in the United Kingdom. If the assessment 
was under Case V, Section 26 could not apply, 
for Case V is not concerned with trading receipts 
and expenses but only with remittances. 

Section 26 (8) provides that where the tied 
premises are abroad, Section 26 (1) is to apply 
with the omission of the word ‘untaxed’ whenever 
it occurs. In other words all rent received 
(whether under a short or a long lease) is to be 
included as a receipt and all rent paid is to be 
deducted. It follows also that subsections (4) 
and (5) which are concerned with the meaning 
of ‘untaxed’ rent do not apply. Similarly, sub- 
sections (6) and (7) can have no application since 
they are necessarily confined to premises sub- 
ject to Schedule A tax and Schedule A is confined 
to property within the United Kingdom. 


The place of subsections (6) and (7) is taken 


by subsection (8) (b) which presumably is meant 
to exempt the lessor from Case V tax on the 
rent in so far as it has already been included in 
his Case I: assessment. However, it does not 
require him in terms to have been charged 
under Case I. It simply provides that if he is 
chargeable to tax in respect of the 'profits or 
gains of the relevant trade’ he is not to be 
charged under Case V on the rent. Prima facie, 
therefore, a lessor who carries on a trade wholly 
abroad, and therefore pays tax only under 
Case V on remittances of profits in respect of 
that trade, can also claim exemption from liability 
on separate remittances of rent of tied premises. 

Section 26 (9) makes it clear that the section 
is concerned with the beneficial interest of the 
lessor in the préiises, irrespective of the person 
in whom they happen to be legally vested. 


No Time Limit for Carry -forward of Losses 
or Management Expenses 
The Millard Tucker Committee recommended 
in paragraph 79 of its report! that the owner of 
a business should be allowed to carry forward 
business losses and set them against subsequent 
profits from the business without time limit. 


1 Cmd. 8189. 
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Paragraph 81 also recommended that а loss in his 
final year should be available for set-off against 
the. assessments for the three preceding years. 

The first recommendation is now imple- 
mented by Section 27. The section applies to 
trading and professional losses under Section 342 
of the Income Tax Act and to notional losses 
under Section 345 in respect of assessments made 
pursuant to Section 170 on sums paid less tax 
(Section 27 (1)), to Case VI losses under Section 
346 (Section 27 (2)), and to management expenses 
under Section 425 (Section 27 (3)). 

The section extends in effect not only to losses 
incurred in 1952-53 and subsequent years but 
also to losses incurred in all years beginning 
with 1938-39, in so far as they have not already 
been allowed and the relevant business has 
continued (Section 27 (4)). 


Radio Relay: Rents for Easements for Wires 
Section 180 (2) of the Income Tax Act, 1952, 
requires the deduction of tax from rent over 
£2 10s od per annum in respect of any easement 
in the United Kingdom in connexion with 
electric wires and cables. If the rent does not 
exceed £2 10s od deduction of tax is optional. 

Section 28 of the Finance Act now provides 
that where the person deducting the tax uses the 
wire in question for the purposes of a radio relay 
business he is to be entitled to deduct the gross 
payment as a business expense, notwithstanding 
the prohibition in Section 137 (n) of the Income 
Tax Act, 1952 (Section 28 (1)). To ensure that 
the tax deducted is in fact paid over to the 
Revenue, Section 28 (1) goes on to provide that 
the payment is to be treated as though it were not 
paid out of profits broughtinto charge to tax. Thus 
it will be assessed on the payer under Section 170 
(formerly Rule 21 of the General Rules, Income 
Tax Act, 1918). A similar treatment is already ap- 
plied to copyright royalties paid to foreign authors. 

Since the gross payment is already allowed as 
a deduction, it would be illogical to treat the 

Section 170 assessment as a notional loss to be 
carried forward under Section 345 and set off 
against subsequent profits, for that would 
amount to double allowance. Accordingly, Sec- 
tion 28 (2) prohibits any such carry-forward. 
The changes made by Section 28 (x) (2) are 
retrospective to the tax year 1950-51 (Section 
28 (3)). (To be continued.) 
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ACCOUNTING IN TIME OF PRICE INFLATION 


by GEORGE O. MAY, F.C.A., C.P.A. 


HE brief statement I was able to make at 

the session of June 1oth of the Sixth 

International Congress was an inadequate 
response to the very generous reception given to 
me by its members. I feel, therefore, that I should 
express more fully my views on some of the broad 
aspects of accountancy today, as they were 
revealed in the discussion of the problem of 
accounting. in a period of inflation. 


My own view is that the monetary postulate — 


the postulate that fluctuations in the value of the 
monetary unit may be ignored — has been becom- 
ing progressively less acceptable over a period that 
now extends to many years. I have felt that 
accountancy should have met this situation in 
various ways. In the early stages it was appro- 
priate to continue to accept the postulate but to 
point out the limitations on the significance of 
the results thus reached. The natural course in 
the second stage would seem to be to continue-to 
accept the postulate but to endeavour to isolate 
the effects of inflation from the component of 
` income that represents the results of activities 
measured in units of substantially equal purchas- 
ing power. In the third stage it might be necessary 
to abandon the postulate altogether. The Ameri- 
can Study Group on Concept of Income has 
expressed the opinion that we should now adopt 
the second procedure. In Britain opinion does not 
seem to have moved that far. 

During the sixty years of my experience in 
accountancy, the art has assumed great import- 
ance, but accounting theory is still, in certain 
respects, in an early and crude stage of develop- 
ment. 

Such statements as Mr Barrowcliff’s in his 


paper that ‘accountancy practice in this country’ 


over the past seventy years has been firmly 
wedded to’ original costs’, and Mr de Paula’s 
references to an historical cost principle that was 
traditional and adherence to which made account- 
ing factual and objective, no doubt reflect 
opinions that are widely held. But they seem to 
me to convey wrong impressions of the history 
and present status of accountancy. The rule of 
cost-or-market, whichever is lower, is obviously 
inconsistent with the idea of a single-minded 
devotion to cost which these statements suggest. 
And in England today the.question of dealing 
with an excess of cost over market value of the 
assets of financial companies is second in import- 


ance only to that of dealing with the excess of 
replacement cost over original cost in the case of 
industrial enterprises. 


Income Statement 
The shift of emphasis from the balance sheet to 
the income statement which began twenty or 
thirty years ago has now become general. In the 
intervening years both the concept of income 
and the uses and problems of accounting have 
become more varied and more important. 


Varying Concepts of Income 


Income has become a concept of major political - 


significance. It is being measured today for a 
variety of purposes regulation, taxation, investor- 
ownership reporting and managerial policy; and 
at different levels — corporate, industry-wide and 
national. 

Inevitably, the concepts of income that have 


-been developed in the different areas have been 


affected by the differences in the objectives 
sought. In the corporate field, with which the 
Congress was mainly concerned, administrative 
accounting is designed with the special character- 
istics of the particular enterprise constantly in 
mind. To corporate investors and regulatory 
bodies, however, comparability 'is a major 
objective and there is a demand for uniformity, 
even if it involves treating dissimilar situations as 
if they were similar. 

There is thus a continuing conflict between the 
two objectives of significance and, uniformity. 
The existence of this conflict becomes apparent 
upon a comparison of the views of speakers who 
dealt with the accountant in industry with those 
of the speakers who considered problems from 
the viewpoint of the auditor. And in most 
countries the characteristics of the monetary 
unit which is used as the accounting unit have 
been undergoing great changes, as a result 
partly of events and partly of deliberate govern- 
ment actions. For these reasons I have for the 
last twenty years been urging disclosure of 
the basis of accounting on which reports to 
investors are made as a primary requisite for the 
proper discharge of the responsibility of the 
accountancy profession to the body of investors. 
It is to the expansion of this body that the 
profession owes its great growth in importance 
during the last seventy years. ; 
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. Historical Gost Tradition 


The historical cost tradition occupies à leading 
place in the opposition to any change of attitude 
towards the monetary unit in investor-ownership 
accounting. And so long as it prevails, it is dificul: 
for accountants to argue that such a change should 
be made in income-tax accounting. The neces- 
sity for adjustment is now recognized in national- 
income accounting in both Great Britain and the 
United States and also in much, if not all, 
administrative accounting. 


Nature of the Accounting Function 

If we accept the assumption tha: an historical 
cost tradition is in force and -hat it makes 
accounting factual and objective, then we must 
admit that the role of the accounzant is, as was 
suggested in an editorial in The Accountant in 
1949, similar to tbat of the scorekeeper in a 
cricket match.! I believe most acccuntants would 
reject this view. However; I feel that many would 
accept a somewhat less unflattering analogy that 
the position of the accountant is analogous to 
that of the nurse, not the physician, in medicine. 
If the accountant forms the opinion that the 
income balance reflects not the results of healthy 
.business activity measured in units of the same 
purchasing power but only the unhealthy effects 
of inflation, he may, it is said, express this 
opinion only to management, leavir.g management 
to decide what shall be told to the patient- 
investor. I should like to see this view also rejected 
as unacceptable. . - 


Invalidity of Claims respecting the 

Historical Cost Tradition 
Not only the cost-or-market rule, but the whole 
history of accountancy seems to me to disprove 
the claims made for the historical cost tradition, 
claims which are made plausible only by its 
ambiguity in the use of the words JOHN, 
and ‘cost’. 

What accounting is concerned with in income 
determination is not a group of specific costs 
readily identifiable with revenue, but a pool of 
costs. In this pool there may be actual costs and 
standard (or ought-to) costs; cost of tangibles 
and cost of intangibles; costs incurred in money 
and costs conventionally attributed to property 
acquired by the issue of securities; production 
costs and period costs; original costs and costs of 
replacement; direct costs and indirect costs; fixed 
costs and variable costs; past costs and expected 
future costs; costs that аге in excess of market 


1 The Accountant, April and, 1949, page 253. 
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and costs thatare less than: market etc., and many 


hybrids. 


"The task of Selecting the costs or parts of costs 
to be carried forward or those to be ‘charged 
against revenue is, therefore, one that calls for 


knowledge of practice, skill and judgment. Even 


when the selection is governed by a rule that has 
been: laid down, that rule is likely to: reflect the 


subjective preference of the makers rather than a 


purely objective decision. 

No doubt business income is an excess of 
revenues over costs, and the costs, as ‘to’ the 
treatment of which there is a considerable measure 
of agreement, are often very large in relation to 
the volume of revenue. But the important fact 
is that the costs as to which there is no such 
degree of uniformity are often largé in com- 
parison with the margins or residues that are 
derived from revenues and called income. 

(Cf. Changing Concepts of - Business Income? 
Section 3, paragraphs 43-68.) 


Two Approaches to the Selection of Costs 
The selection of costs may be approached either 
by deciding which costs should be carried forward 
as assets, leaving the residue to be charged against 
revenues, or which shall be charged against 
revenue, leaving the residue to be carried forward 
аё assets. In recent years, the latter approach has 
been the more emphasized but ‘if the ‘historical 
cost tradition’ were in truth traditional, it would 
have developed when the balance sheet; was 
considered to be of primary importance. and the 
first approach was therefore dominant in account- 


- ing thought. But in that era it was the cost-or- 
- market rule that was stressed. 


It may be said that the two approaches merely 
present different aspects of the same proposition. 
But as a practical matter the results are likely to 
differ materially, according as the primary ques- 
tion is: What ought to be charged against the 
period? or What may properly be carried forward 
as an asset? 


Is the Historical Cost Tradition 
Traditional ? 
That the- historical cost tradition is not long- 
established can readily be shown from an 
examination of authorities such as Littleton’s 
Evolution of Accounting to 1900. 

If we go back the seventy years of which 
Mr Barrowcliff speaks, we find that double-entry 
book-keeping was, except for the introduction of 
inventories at the beginning and énd of the period, 


2 Publishers: The Macmillan Company, New York. $2. See 
The Accountant, March. Ist, 1952, page 209. 
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confined in general to commercial (exchange) 
transactions. Traditionalists were then opposing 
its extension to include manufacturing and cost 
accounting (op. cit., Chapter XXI). Years later, 
they were opposing the introduction of modern 
methods of recording. Fortunately, the innovators 
prevailed in both cases and managerial accounting 
‘and the art of recording have made great progress 
and have been adapted to meet new needs as 
they have arisen. : 


Investor-Ownership Accounting has Lagged 
Investor-ownership accounting has-made no such 
advance. In large part this is no doubt attributable 
to a genuine belief that investors do not understand 
accounting and that more illuminating dis- 
closures would be likely to be put to use mainly by 
persons whose interests are different from, and 
perhaps adverse to, theirs. In part it is attribut- 
able to a failure to recognize that methods which 
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were convenient and conservative when the 
purchasing power of the pound or dollar was 
reasonably stable with a tendency to increase (as 
it was in the last quarter of the nineteenth 
century) are not even prima facie appropriate 
when the purchasing power is rapidly declining. 


Changes in Price Levels 
The accompanying chart, reproduced from the 
report of the Bank for International Settlements 
for 1951, shows that from 1250 to 1700 the price 
of gold in English shillings roughly doubled in 
200-year periods, or, in other words, increased 
at the rate of only about one-third of 1 per cent 
per annum, and that the actual line did not 
diverge too widely from the trend line. From 
1700 to 1925 the price was stable except in the 
periods of the Napoléonic Wars and the First 
World War. Since 1925, however, the actual line 
has become almost vertical and has brought the 
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Norte. After a remarkable stability in the Brititish gold price for more than two centuries (from about the year 1700 to 
1931) the increases-over the last twenty years have had the effect of bringing the price back into line with what may be 


called the secular development. 


This chart is reproduced, with permission, from the Twenty-first Annual Report of the Bank for International Settlements. 
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present index. roughly. up: to the trend line. It 
seems reasonable to argue that methods which 
are appropriate when: we ate moving over level 
ground are unlikely to be adequate when we are 
climbing a steep hill or making a is m 
descent. 
І implementation 

Iti is argued that, while it is desirable in pridie 
to allow in accounts for the decline in the purchas- 
ing power of the monetary unit, methods of 
implementation that-can be proposed are all open 
‘to serious objection. This argument is largely a 
reflection of the common tendency to ignore or 
minimize the defects. of methods to which we 
have become accustomed, and to magnify those 
of methods that would be new to us. This point 
may be illustrated from:the history of What we 
call depreciation accounting. 


; Comparison with Depreciation Accounting 
Seventy years ago provisions for property 
exhaustion were based either on cost of renewal 
or revaluation. Then suggestions began to. be 
made that in industrial. accounting the charge 
should be-based on the cost of the property that 
was -being .exhausted. (The -practice in‘ utility 
accounting was not changed.) The value of the 
pound or dollar was then rising, so that iue 
procedure would be conservative. 
The proposal raised a host of questions: 


How should useful life be conceived. апа. 


measured? 


How far should renewals. and repairs be relied - 


on to prolong life? 

How should the. cost ђе apportioned between 
years? Should it be on the basis of time or 
use, or á combination ‘of the two? 

‘Should -interest be taken into account in the 

, _ apportionment? · 

^ Should the unit method or the group | method 

*. "beused?: | i 

How large should be the unit – should a ship 

be one ог many units? . 

'' How should over- or under-estimates be dealt 

_. With? etc. 

For more than fifty years these and. similar 
questions have remained unsettled. True, in 
recent years accounting bodies. have expressed 
the view that the ‘straight line’ method of appor- 
tionment was to be. preferred; to this extent 
appropriateness to the particular case has been 
subordinated to a desire for uniformity. It may 
well be that the step, was desirable, though what 
І regard as the ‘strongest argument in favour of 
the. method is seldom. adduced in its support – 
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that in the most important ranges of useful life 
it approximates the result of combining the 
‘diminishing balance and annuity methods. How- 
ever, there is no approach to uniformity in the 
treatment of other equally raportan pass of 
the problem. 

- Yet those who oppose recognition in income 
determination of changes in the purchasing 
power of the monetary unit base their objections 
on the difficulty of choosing the most desirable 
method of implementation — difficulties that are 
certainly no greater than those encountered in 
depreciation accounting — and they speak of that 
form of accounting as if it were free from any 
such difficulties, factual and objective. 

Why should we not now have a similar pend 
of experimentation in methods of dealing with 
inflation within the framework of official account; 
ing and with full disclosure? Alternatively, we 
might.seek the.early establishment of conven- 
tional methods of dealing with the problem, which 
is of far, more importance, than that which led to 

the introduction of depreciation accounting. 


.How Extensive should Changes in 
i '" ' Methods Be? | TA 
The first need is to decide the extent of the 
change that should be made. The simple approach 
to this question is, I suggest, first to consider the 
problem that falls to accountancy when the 
general price ‘level is reasonably stable and then 
.to.coüsider how marked instability changes the 
mature of that problem. 

' Even when the general price level is stable, 
prices for spécific. materials may fluctuate ог 
change greatly. The hazards arising from this 
cause are, properly I think, regarded as elements 
-in the determination of business income. It seems 
to me that no' change in this view is logically 
called for merely because it is proposed to adjust 
accounts for changes in the general price level; 
“all that is necessary is to find, or establish, and 
apply a suitable index of changes i in that level. 

Would accounts in which the transactions of 
the year would be reflected in the income deter- 
mination in. units of substantially the same 
purchasing power be adequate, or should adjust- 
ments also be made to allow for changes in 
purchasing power of provisions made but unex- 
pended in previous years? 

Should adjustments in respect of- Shine in 
purchasing power be extended to assets and 
liabilities including those of a financial nature? 

. My own view is that the first stage is all that is 
necessary in the determination of business income, 
and that this is the most important item in the 
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accounts. If we can state industrial and commercial 
-income in units similar to those in which wages, 
salaries and interest on the national debt are paid, 
‘we shall have extended greatly the usefulness and 
significance of accounts. 


I would agree that another concept sibl: 


might be regarded as one of the family of income 
‘concepts might go further and take cognizance 
also of the fall in the real value of income so 
measured. But I should not deem this necessary 
or appropriate in measuring business income, and 
it seems to me quite unlikely that such an adjust- 
ment would be recognized as an element in 
determining legal income. This view seems to me 
to be especially appropriate in a country such as 
Great Britain that recognizes capital gains and 
losses as falling outside the general concept of 
income. 

A test that has seemed to me useful is to con- 
sider the case of the industry whose income is 
restricted by law and compare it with the position 
of a holder of national debt, whose rights are also 
fixed by law. The concept of business income that 
I have suggested seems to meet this test of equity. 
In both cases income is measured in units of the 
purchasing power of the current monetary unit; 

in neither case is any allowance made for the 
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decline that has occurred in the value of that unit. 


Conclusion 

However, my object.in this discussion is not to 
urge the adoption of any one solution, but rather 
to plead that the problem be faced and solutions 
sought in the light of history and reason rather . 
than of traditions whose very existence may be 
questioned. 

Having read Maine’s Ancient Law and other 


works on the same subject, I would neither deny 
nor minimize the importance of the part which 


tradition may play in the creation of a system of 
conventional laws or rules such as those which 
undertake to allocate income from a continuous 
process to short periods of time. I suggest only 
that a time comes when criticism is valuable and 
not merely destructive, and I would express the 
hope that accountancy has reached that point. 

. The older professions of law and medicine are 
strong enough now to admit the magnitude of 
the problems for which they have not yet found 
solutions. The impressiveness of the Sixth Inter- 
national Congress suggests that accountancy is 
approaching, if it has not already reached, that 
stage in its development as a Свара and: a 
profession. 


PUBLIC ACCOUNTANCY IN THE 
UNITED KINGDOM -II 


SOME PRESENT-DAY ASPECTS 


by T. B. ROBSON, M.B.E., F.C.A., 
President of The Institute of Chartered Accountants in England and Wales 


V. RECRUITMENT, TRAINING AND 
ADMISSION TO MEMBERSHIP 


. Recruitment 


N order to become a member of The Institute of 
[ou Accountants in England and Wales it is 
necessary to serve in England or Wales in the office 
of a member of the Institute who is in practice as a 
public accountant. The service must be under a 
Special apprenticeship agreement known as articles. 
There is no exception to this requirement; it is the 
foundation of the Institute’s system of training. 
Before a would-be entrant may commence his 
service, he has to find a practising member of the 
Institute who is willing to take him, and, by passing 
either the Institute’s own Preliminary examination 
or one of a number of other specified examinations, 
the minimum staridard of which is approximately 
that required for entrance to one of the universities 
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of the United Kingdom, has also to satisfy the 
Council of the Institute that his standard of general 
education is sufficiently high. 

An appreciable number though a relatively small 
proportion of candidates who enter into articles are 
graduates of United Kingdom universities. There is 
no direct evidence within my knowledge to show 
that university graduates are necessarily better fitted’ 
for the profession merely because they are graduates; 
and indeed many successful accountants have been 
men who entered into articles direct from school at 
the age of 17 or 18 years. My personal view is that 


while character and ability are the factors which 


count most in a candidate for our profession, the 
broader his cultural background and the greater the 
extent.to which his general intellectual faculties are 
developed before he has to devote himself to special- 
ized technical education the more likely is he, other 
things being equal, to adapt himself without undue 
strain in later years to the requirements of the widely 
diversified activities which today fall to be performed 
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by the а еа accountant. So much depends upon 
the qualities of the individual; however, that I would 
hesitate to make any dogmatic generalization on this 
subject. 

You may like to hear of а specizl arrangement 
which has been in operation in recen: years in con- 
junction with the other recognized bodies of public 
accountants and certain of the universities in England 
and Wales. Under this arrangement the universities 
provide a special degree course in which, throughout 
the three years’ course, emphasis is. placed on 
accounting, economics and law. If the candidate 
succeeds in graduating after taking the special 
course, he can obtain exemption from the Institute's 
Intermediate examination. The candidate sometimes 
serves some months in a practising member's office 
before.commencing the degree course and usually 
he spends a few weeks in the office during university 
vacations; but the intention is that the great bulk of 
the practical experience under articles should be 
acquired after the degree has been obtained. . 

There is: no necessity for а candidate to take one 
of the special degree courses if he goes to.a univer- 
sity; but if he takes some other degree course he 
cannot obtain exemption from the- Intermediate 
examination. Personally, I am by no means con- 
vinced that such exemption is necessarily in the 
candidate's best interests, nor that the emphasis on 
particular subjects is desirable. The special arrange- 
ment with the universities must still be regarded as 
being in the experimental stage. It did not commence 
until .1945 and there has not been time for more 
than a negligible number of candidates to take the 
degree, complete their practical experience and sit 
for the Final examination of the Institute. | 

Some members require a candidate, before-entering 
into articles, to serve for a probationary period of 
up to three months, during which time the principal 
can form his opinion of the aptitude and suitability 
of the candidate; whilst the candidate can gain some 
idea of whether the profession is likely to be the kind 
of career-he would like to make. Such a probationary 
period is recommended by. the Council of the 
Institute. 

The total number of persons entering into iida 
in the last few years has been: 1949, 1,305; 1950, 


1,450; 1951, 1,380. 


Practical Experience 

The period for which a candidate is required to 
serve under articles is five years, or three years for a 
graduate of a university of the United Kingdom. 
Articles cannot be entered into before the age of 
16 and those who enter into five-year articles normally 
do so between the ages of 16 and 18..Five years may 
seem a long period on which to insist but our experi- 
ence of concessions granted to ex-service candidates 
after the last war shows clearly that for the average 
candidate it is not too long. The shorter period of 
three years allowed for a graduate is іп recognition 
of his further education and mature years. 
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We describe the. candidate serving under articles 
as the ‘articled clerk’ and the member in whose 
office he is, serving as the ‘principal’. Until fairly 
recent times it was the almost universal practice for 
the articled clerk (or rather his parent) to pay a 
substantial premium to the principal. In some cases 
premiums as high as. 500 guineas ({525 or just 
under $1,500 at the current exchange. rate) were 
charged. 

Moreover, it was unusual fer: the articled clerk 
to receive any remuneration during his period of 
‘service, although in some cases a small amount of 
‘pocket money’ was paid. The whole or part of the 
premium was sometimes returned during the period 
of service. 

Since the war, however, there has been a great 
change in economic conditions and in the general 
outlook on these matters and the majority of articles 
are entered: into today without premium. In most 
cases where a premium is charged it is returned 
wholly or in part during the period of service. 
Moreover, a salary is provided for in about one-half 
of the articles which are entered into. In those. cases 
where no salary is specifically provided in the articles 
it is, nevertheless, not unusual for small salaries to 
be paid. These make it practicable for persons to 
enter into articles who would not be able to do so 
if no such payment were made. 

With certain limited exceptions the whole period 
of service under articles must be in England or Wales 
on the principal’s business of public accountant. To 
a considerable extent the duties undertaken by an 
articled clerk are similar to those of other employees 
of the principal. The reason why the Institute insists 
on the service being under articles is that the relation- 
ship which exists under articles is essentially that of 
principal and pupil rather than master and servant. 
Entry into-articles makes clear at the outset that the 
articled clerk’s intention is to become a chartered 
accountant, so that throughout the term of service 
his work and experience can be arranged with that 
object in view. It is, therefore, essential that an articled 
clerk’s duties should be properly planned in order to 
afford him the requisite opportunity to obtain ex- 
perience. So far as is practicable he is engaged on all’ 
the types of work passing through the office, in such 
a manner as will enable him to obtain the maximum 
benefit having regard to the stage reached in his 
training. 

It is also important to ensure that an | articled 
clerk devotes substantially all his energies to obtain- 
ing his qualification, He is, therefore, not permitted to 
engage in àny othér business or occupation during 
his.period of service, except with the express per- 
mission .of his principal and the Council. Permission 
is given by the Council only for relatively minor 
activities which are not inconsistent with his training.. 
It is, moreover, essential that an articled clerk should 
understand the importance of observing accepted 
principles of professional conduct and etiquette. If 
a complaint is made against him and the Disciplinary 
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Committee of the Council holds that he has been 
guilty of an act or default of such a nature as to 
render him unfit to become a member, his articles 
must be cancelled. An articled clerk who mis- 
-behaves himself in a serious manner may thus find 
that his career in the profession has finished. 

Auditing and accountancy are the main duties 
on which the articled clerk is engaged and at first 
his work is mainly of à routine nature. During the 
early part of his service he must obtain an under- 
standing of the primary book-keeping records and 
principles which are the basis of all accounting 
systems; and he must develop a sense of pride in 
his work and acquire a thorough understanding of 
the importance of speed and accuracy. When ће has 
proved his progress by passing the Intermediate 
examination, which is taken half-way through the 
articles, he can then be engaged on work of a more 
advanced nature. During these later stages he will 
be working under the direct supervision of his 
principal or senior members of the principal's staff 
on auditing and accountancy work, taxation matters, 
various kinds of company work, investigations, 
executorship and trusteeship accounts and other 
matters which I have mentioned as being frequeritly 
undertaken by practising members. 

A member may not have more than two articled 
clerks in his service at the same time. This limitation 
is imposed on the ground that one member cannot 
provide the required training and supervision for 
more than two clerks simultaneously. 


Examinations 


An articled clerk is required to take two professional 
examinations conducted by the Institute, namely 
the Intermediate and the Final. The former is taken 
half-way through the articles. The examination 
consists of six papers each of three hours' duration, 
namely: 


Book-keeping and accounts (three papers). 

Auditing. 

General comercial knowledge (including the 

elements of English law). | 

Taxation and cost accounting. : 

The whole Intermediate examination must be 
taken at one sitting and if the candidate fails he must 
sit the whole examination again on a subsequent 
occasion. Experience shows that the great majority 
of the candidates who make a really poor showing 
at this examination are unlikely ever to qualify. Steps 
have, therefore, been taken to. ascertain after each 
examination the candidates who failed to reach a 
certain number of marks and to inform those candi- 
dates that they were ‘bad failures’. The notice sent 
to them shows the aggregate marks obtained and 
gives a warning that a ‘bad failure’ has little chance 
of passing the examination at a subsequent attempt 
unless. the bad failure can be attributed to excep- 
tional circumstances such as illness, totally inade- 
‘quate preparation or complete lack of effort. Since 
these. ‘bad failure’ notices -were introduced the 
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number of such candidates who have Эгле into 
the examination room again has been greatly reduced. 

A candidate who passes the Intermediate examina- 
tion can proceed to the Final examination at the 
expiration of his service under articles, but he is 
normally not allowed to sit within two years: of 
passing the Intermediate. The Final examination 
consists of seven papers, each of three hours, namely: 

Advanced accounting (two papers). 

Auditing (including investigations). 

` Taxation.. ` 

General financial knowledge and cost accounting. у 

English law (two papers). 

As in the case of the Intermediate, the candidate 
must take the whole examination at one sitting; if he 
is not successful he must sit the whole examination 
again on a subsequent occasion. There is no limit to, 
the number of times a candidate can sit the ехапшта-. ` 
tion, but the Examination Committee has discretion- 
ary power to refuse a furtber entry. 

With the exception of one of the legal papers in 
the Final examination (for which a lawyer acts as 
examiner) the examiners have hitherto been experi- 
enced members of the Institute, actively carrying on 
their profession. 

'The large number of candidates submitting them- 
selves for the examinations in recent years have, 
therefore, imposed a very great burden upon ex- 
aminers. Suggestions have been made that to relieve. 
them the Institute should have recourse to profes- 
sional examiners. The adoption of this procedure 
would involve the appointment of examiners who 
have not up-to-date experience of problems as they 
are met in practice and might detract from the 
practical nature’ of the papers, a very undesirable 
result in a profession which places such emphasis 
upon the combination of practical and theoretical 
training for its students. 'The work of the examiners 
is certainly very onerous and we are continually . 
seeking means affording the relief which they need. 

The candidates’ answers to the examination papers 
are marked by the examiners who set the papers; 
but these do not know the names of the candidates, 
each of whom is known throughout by a. number. 
Moreover, the examiners do not know the standard- 
which determines whether a candidate passes or 
fails. This information is known only to the moder- 
ators and the officials of the Institute and I, there- 
fore, cannot tell you what it is. I сап, however, say 
that the standard is not too high for a reasonably 
competent candidate to attain; there is certainly no 
policy or practice of varying the requirements for a 
pass so as to regulate the number of admissions to 
membership of the Institute. 

In recent years the overall percentage of pisas 
candidates in the Final examinations has been 
between 40 and' 45 per cent of the total number of 
candidates sitting, but the failures which these 
figures imply include candidates who have been 
unsuccessful оп .more than one occasion. The per- 
centage of: successes for candidates sitting for the 
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first time is much higher; for example, in the 
November 1950 examination, when the overall pass 
percentage was 42 per cent, the percentage for first 


candidates was 53 per cent and even that figure was” 


affected adversely by circumstances which are 
believed to be non-recurrent. 

Practically every articled clerk studies for his 
examinations by means of a correspondence course. 
There is a small number of tutorial concerns which 
specialize in this form'of tuition for the Institute's 
examinations; two of these concerns are between 
them responsible for the tuition of the great majority 
of articled clerks. The correspondence tutors who 
specialize in this work plan a programme of studies 
designed to cover the ground in the time available 
to each student. They recommend text-books and 
provide study notes to assist the student in his 
reading. They test the student's progress by marking 
and returning written test papers submitted regularly 
by him in accordance with his programme: Each 
student carries on his studies, at his own pace, largely 
in his own time. His programme can be accelerated 
or retarded, by arrangement with his tutor, to suit 
his ability and the time he can devote to study. 

: Some articled clerks obtain oral tuition from private 
tutors or by attending lectures at colleges of com- 
merce; but the information available to the Institute 

. indicates that nearly all these students also undertake 
a correspondence course. 


Students' Societies 


Chartered accountant students” societies are estab- 
lished in twenty-five towns throughout England and 
Wales. In addition, branches and groups have been 
formed in the areas of some of these students' 
Societies, particularly in those areas where the main 
towns are some distance apart. Active membership 
of a students’ society is regarded as an important 
part of an articled clerk's education and every 
articled clerk is, therefore, obliged to join such a 
society. 

"The main purpose of the students' societies is to 
act as educational associations in the widest sense. 
. Accordingly, they arrange lectures, discussions, mock 
meetings and debates, particularly on subjects of 
importance in the profession and related to the wider 
education. of the future members, but not necessarily 
selected with a view to preparing students specific- 
ally for the examinations of the Institute. Some of 
them: arrange residential courses lasting about a 
week once.or twice a year. There are also social 
functions of various kinds, such as annual dinners 
sand luncheons. All these arrangements have great 
value in making students. conversant with the. pro- 
cedure at meetings, in introducing them to leading 
members of the profession (who take an active 
interest .in. students’ societies’ affairs by presiding, 
acting as speakers and lecturers and in other ways) 
in providing opportunities for students to discuss 
their experience and problems with each other, and 
in cultivating that sense of. corporate responsibility 


THE ACCOUNTANT 


449 


without which a student cannot later take his proper 
place in the profession. · s 

Students’ - societies also maintain libraries and 
arrange visits to demonstrations of accounting 
machine and office equipment, visits to the offices 
and works of companies, and visits to organizations 
such as the Stock Exchange, the banks and various 
commodity exchanges. Sports arrangements are 
another valuable feature of these societies and some 
of them have regular annual fixtures with other 
student bodies. ; 

Members of the committees of the students' 
Societies and the various officers of the societies 
consist largely of articled clerks. They include a 
sprinkling of young chartered accountants and the 
president of the students' society is usually one of 
the leading local practitioners; but by and large the 
Societies consist of students and are run by students 
for the benefit of students. Invaluable experience is 
gained by those students who are prepared to give 
the time required in order to act as officers or mem- 
bers of the committee of a students' society. 


National Service 


In the United Kingdom all young men who are 
medically-fit are required to undergo a compulsory 
period of two years! National Service in one of the 
armed forces. Normally this period of service com- 
mences soon after reaching the age of 18. It has, 
however, been recognized that the progress of any 
serious student can be severely prejudiced if on 
reaching the age of 18 he has to break off his studies 
for a period of two years. Arrangements are therefore 
in force whereby persons who are pursuing a serious 
course of study can postpone their periods of National 
Service until their studies have been completed. 
Under these arrangements regulations have been 
agreed between the Institute and the Ministry con- 
cerned whereby articled clerks can obtain deferment 
for the entire period of their service under articles 
and for the further period required in order to sit 
for the Final examination after the articles have 
expired. 'l'here are various conditions which I need 
not detail; for example, there is a periodic review of 
progress and there is an upper age limit of 26 beyond 
which deferment will not be continued. Ín general, 
however, the effect of the deferment arrangements is 
that an articled clerk can safely pursue his studies 
and serve in his principal's office throughout the 
full period of fivé years and he can then sit for the 
Final examination before he has to commence his 
compulsory National Service. In practice it is found 


'that nearly all articled clerks apply for and obtain 


the benefit of these arrangements. 


Admission to Membership of the Institute 
After completing his service under articles and pass- 
ing the Final examination, the candidate may apply 
for admission to membership of the Institute. Before 
being admitted he is required to submit a certificate 
from the member to whom he was articled, certifying 
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the period for which he served and specifying the 
nature of the duties on which he was engaged. 

For the past two years, each newly admitted 
member has been provided with a handbook which 
gives him considerable information about the Insti- 
tute, its work and activities, and, in addition, clearly 
indicates to him the standard of conduct which he 
is required to observe if he does not wish to receive 
the unwelcome attention of the Disciplinary Com- 
mittee. 'The number of members admitted to mem- 
bership of the Institute in the last three years has 


been: 1949, 659; 1950, 799; 1951, 988. 


Other United Kingdom Accountancy Bodies 


What I have said above on training and examinations 
relates only to the method of qualifying for member- 
ship of my own body, The Institute of Chartered 
Accountants in England and Wales, which received 
its Royal Charter in 1880. It does not deal with the 
four other United Kingdom bodies of public account- 
ants mentioned in my introductory remarks: each of 
these, like my own Institute, is an autonomous 
association, having its own regulations for admission 
to membership, holding its own examinations and 
having its own machinery for controlling and exer- 
cising discipline over its members. 

The Charter of the Scottish Institute dates from 
1854, and that of the Irish Institute from 1888. 
Members of my own and these two other institutes 
are known as chartered accountants. The regulations 
of the Scottish and Irish Institutes are similar to 
those of the Institute in England and Wales in that 
the basis of qualification in each case is service 
under articles and examination. There are, however, 
a number of differences in detail between the regula- 
tions of the Scottish and Irish bodies and those of 
the English Institute. 

Besides the three chartered institutes, there are 
two other recognized United Kingdom bodies. The 
Society of Incorporated Accountants and Auditors 
(whose members are known as ‘incorporated account- 
ants’) came into existence within a few years of the 
incorporation of the English Institute. With certain 
limited exceptions into which I need not go in 
detail, admission to membership of the Society is 
by examination and practical experience. The 
Society does not, however, insist on the practical 
experience being gained under articles; it will accept 
a slightly longer period of approved service not 
under articles. The Society is predominantly a body 
of persons whose practical experience has been 
gained in the offices of public accountants; but 
certain kinds of specialized experience, such as that 
obtained by officers of municipal authorities, is also 
accepted, 

The Association of Certified and Corporate 
Accountants (whose members are known as ‘certified 
accountants’) came into existence in its present form 
in 1938 as a result of the amalgamation of a number 
of smaller bodies which had been in existence for 
many years previously. The Association is different 
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from the other bodies I have named in that it in- 
cludes many members who have gained their prac- 
tical experience in industrial, commercial and similar 
organizations and not in the offices of public accoant- 
ants. Employees in such organizations can register 
as students of the Association and take its examina- 
tions. Its members include a substantial number of 
accountants in public practice and students can enter 
into articles with such members or serve with them 
without entering into articles; but, in addition, the 
Association caters for.many students in the field of 
industry and commerce. 

It may be of interest to give approximate figures 
for the membership of the accountancy bodies I 
have mentioned. The numbers are as follows: 














Number 
outside 
U.K. in 
Number Number Practice 
Total in Practice in О.К. or 
Member- in notin otherwise 
ship U.K. Practice engaged 
Institute in England 
and Wales .. 16,900 6,500 8,800 1,600 
Scottish Institute 5,130 І,110 3,120 900 
Irish Institute io 840 120 240 480 
Society P .. 9,540 3,000 5,290 1,250 
Association 8,070 2,250 5,160 660 
Total .. . 40,480 12,980 22,610 4,890 


While precise statistics are not available, approxi- 
mate estimates made by officers of the bodies indicate 
that between six and seven thousand of the members 
included above as not in practice are in the employ 
of members in practice. This would indicate that 
about 20,000 of the members of the bodies are 
working in public accountancy in the United 
Kingdom. 

I should, perhaps, mention that whilst the bodies 
for which I have given the above figures are recog- 
nized by the Government for the purposes of the 
Companies Act their members have no monopoly 
of the right to practise as a public accountant. Any- 
one, whether qualified or not, may practise as such; 
the only general restriction in favour of members 
of the recognized bodies is that other persons are 
usually not eligible for appointment as auditors of 
companies other than privately owned or family 
concerns, and even in that respect there is a specific 
statutory exception in favour of the properly qualified 
foreign accountant. 


Retention of Qualified Staff 


Since the war nearly all public. accountants have 
experienced difficulty in maintaining adequate staffs 
of qualified accountants. This difficulty has been 
due to two main causes. 

In the first place, six years of war resulted in a 
great dearth of newly qualified accountants. Even 
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- though record numbers have been admitted to 


membership during the past few years, the demand 
is still much greater than the supply. 

In the second place, there has been a great expan- 
sion in recent years in the volume of work under- 
taken by the profession and in the opportunities 
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which are offered by industrial and commercial 
concerns for qualified accountants to join their 
staffs. These concerns can offer salary and pension 
inducements which appear attractive to the newly 
qualified man and there is no doubt that the expansion 
in their need for qualified accountants has added to 
the difficulties of the public accountant in obtaining 
and retaining staff. 

My own impression is that while there is still a 
serious shortage, the point is being reached where 
retention and recruitment for service within the 
profession in the United Kingdom are no longer 
matters of such desperate difficulty as was the general 
experience a.few years ago when the dearth due to 
the late war was at its worst. There appears, however, 
to be little amelioration as yet in the difficulties which 
face firms recruiting for offices outside the United 
Kingdom. 

VI. CONCLUSION 


I must now bring these remarks to a close. They 
may serve to draw attention to some of the differ- 
ences, but I hope they will also have served to 
emphasize the basic similarity between ~ пау the 
identity of ће work and purpose’ of your great 
Institute and the profession in the United Kingdom. 

We are all seeking to procure that accounts shall 
bring out fairly and truly the record of the position 
and profits of businesses, to assist the public with 
all the integrity, honesty and skill that lie within us, 
to develop our own capacities and the capacities and 
opportunities of our successors in every proper and 
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possible way. With these objects before us and the 
determination that lies within us, our profession on 
both sides of the Atlantic will go forward from 
strength to strength. 
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V. RECRUITMENT, TRAINING AND ADMISSION 
TO MEMBERSHIP 

Recruitment 
Practical experience 
Examinations 
Students’ societies 
National Service 
Admission to membership 
Other United Kingdom accountancy bodies 
Retention of qualified staff 

VI. CONCLUSION 
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AUSTRALASIAN COMMENTARY — IX 


Professional Topics in Australia and New Zealand 
by S. R. BROWN, LL.B., F.C.A.(Aust.) 


The writer of this series of articles is the senior partner in a firm of chartered 
accountants in Sydney, Australia. He is the author of several text-books on 
accounting and company law. 


New Society 

EMBERS of the Commonwealth Insti- 
| \ / | tute of Accountants and of the Federal 
Institute of Accountants have now voted 
in favour of the merger of the two Institutes. 
Each will lose its identity in the new Australian 
Society of Accountants, which, as previously 
mentioned, will have a strength of approximately 
14,000. Members of a third body, the Association 
of Accountants in Australia, requisitioned a 
meeting at which a resolution was passed to the 
effect that the Council of that association. be 
authorized to approach the executives controlling 
the above-mentioned merger in order to inquire 

into the possibility of merging with them. 


Accountants’ Club 
A number of accountants in Sydney аге active in 


the formation of an Accountants’ Club. It is a 
little early yet for detail but there seems to be no 
doubt that things have long passed the stage of an 
idea in the mind. 


Accounting Concepts 
Mr R. A. Irish, F.C.A.(AUST.), is not so sure that 
the ‘going concern’ concept is a good one. In fact 
he says that he would prefer to see it removed from 
our concepts and would substitute for it a 'con- 
tinuity of benefit concept. Under this, all 
expenditures would. be reviewed and carried 
forward only to the extent that they will benefit 
the future. Such a theory is suggested as being 
more in line with the concept of matching costs 
against income, and as offering better scope for more 
satisfactory definition of current assets and fixed as- 
sets. (The Chartered Accountant in Australia, July. 
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It is true that accountants have had trouble, 
for a long time, in formulating a set of principles 
according to which expenditure will be matched 
or carried forward, as the case may be. But may 
it not be the case that such a set of principles can 
never be formulated? Continuity of benefit may 
sound well enough in theory, but surely it would 
be hard to find any other idea which bristles with 
as many difficulties as this one. Suppose, for 
example, that a manager were sent oversea to open 
a branch agency for a firm. Upon the principle 
of continuity of benefit his travelling expenses 
would never be matched against income, that is, 
treated as revenue expenditure, unless, perhaps, 
the agency failed some time in the future. 

In fact, upon a review of expenditures which 
are conventionally treated as costs incurred in 
earning income it will be found, without any great 
difficulty at all, that a large percentage of it is 
likely to benefit the future. 


Audit of Stock 


Mr E. E. Fortescue, F.c.a.(AusT.), said, in the 
course of his commentary on the annual research 
lecture delivered in September at Sydney Univer- 
sity, that an auditor could not, as a general matter, 
assume responsibility for the value of stock-in- 
trade appearing in the balance sheet. It was his 
experience that there were many classes of stock 
of a kind such that even physical inspection and 
counting was no guarantee of the existence of 
stock of the description alleged. 

7 Whilst it is true that a layman could establish 
by physical inspection the existence of some kinds 
of stock, there is a very large variety which re- 
quires expert knowledge to be brought to bear 
before one could certify as to its nature or con- 
dition. 

In making a plea for a realistic approach to this 
problem, Mr Fortescue expressed the sentiments 
of many practitioners here who do not understand 
those who assert that it is part of an auditor's 
duty to physically test-check stock. It is very 
noticeable that the assertions are never accom- 
panied by explanation as to how the average 
professional office can be geared to undertake 
this work. And it is strange that it seems always 
to be assumed that a perfect system of perpetual 
inventory is installed in all the businesses of 
clients with inventories of one sort or another. 


Adjusting Price 
Accountants have written a great deal in recent 
years about the desirability or otherwise of adjust- 
ing recorded figures to accord with price-level 
changes. It is interesting to note, therefore, that 
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a far-sighted vendor of land in New South Wales 
has successfully claimed validity for a contract 
which adopted a fixed figure as the primary mone- 
tary expression of liability, and which then pro- 
ceeded to effect what ultimately proved to be a 
substantive variation of the liability by providing 
that more or less money must be actually paid, 
according to evidence of price level variation. 
The variation depended upon there being a 
rise or fall of 25 per cent in the Retail Price Index 
Number ‘C’ series (weighted average for all 
items of household expenditure for the six 
capital cities, published in the Commonwealth 


Statistician’s quarterly summary of Australian , 


statistics) above or below the index number for 
the years 1923-27. The price was payable by 
instalments. (Stanwell Park Hotel Co Lid v. 
Leslie, ([1952] 26 A.L.J. 35), High Court of 
Australia.) 
Business Income 

The first annual research lecture of the New 
Zealand Society of Accountants was recently given 
by Mr E. D. Wilkinson, F.P.A.N.Z., on the deter- 
mination of business income in times of rising 
prices. The investigations of the lecturer led him 
to the conclusion that there is a well-founded case 
for a new approach to financial accounting de- 
signed to provide a reasonable measuring rod of 
‘true or economic’ profits as distinct from money 
profits. 

At the same time, Mr Wilkinson feels that 
until a strong body of influential opinion in the 
profession agrees to accept changes in the recog- 
nized standards and practices of accounting, 
attempts by individual members to introduce 
radical changes will only lead to chaos. In the 
meantime, he thought, the use of supplementary 
statements would best meet the need for more 
realistic figures of business profit..(The Account- 
ants Fournal, June.) 


Е Costs in Motion 

After illustrating the necessity of setting standards 
for comparison so that management may govern 
effectively by the principle of exceptions, Mr 
W. A. Ellis, A.1.C.4., summed up at a meeting of 
manufacturing executives the wrongs which he 
felt existed in respect of modern financial state- 
ments. ‘Our minds’, he said, ‘cannot adequately 
conceive costs in motion.’ 

Perhaps ‘conceive’ is not the correct word but 
the meaning is clear enough. As a remedial 
measure, Mr Ellis advocates cost control which 
would take account of movements and trends and 
rates of increase and decrease so that continuous 
corrective action can be taken up to date without 
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What You Say, How You Say 
-~ it, Can Make You 
More Popular And Successful 


A well-known publisher reports there is a simple | 


technique of everyday conversation which can pay 
you real dividends in both social and professional 
advancement and works like magic to give you 
added poise, self-confidence, and greater popu- 
larity. The details of this method are described in 
a fascinating booklet ‘Adventures in Conversation’, 
sent free оп request. According to this publisher, 
many people do not realize how much they could 


influence others simply by what they say and how | 


they say it. Whether in business, at social functions, 
or even in casual conversations with new acquaint- 
ances, there аге ways in which you сап make a 


good impression every time you talk. To acquaint : 


more readers of this journal with the easy-to-follow 
rules for developing skill in everyday conversation, 
the publishers have printed full details of their 
interesting self-training method in а 24-page 
booklet which will be sent free to anyone who 


requests it. The address is: Conversation Studies 


(Dept. A/CS2), Marple, Cheshire. Paces zid 
stamp for postage. 
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Your Financial 
Liabilities 

The financial risks of the . professional 

accountants are many and varied. Their 


` full extent 15 seldom appreciated, as very 
few claims are contested in court. 





Lg risks are comprehensively dealt 
with i 
` ACCOUNTANTS’ 
LIABILITY TO CLIENTS 
by F. B. REYNOLDS, A.C.I.B. 


This publication, based on over thirty years’ 
specialized experience, is obtainable by 
practising accountants without charge 
from s. 3 


MUIR BEDDALL.& CO LTD 
Specialists in Idemnity Insurance 
37 GRACECHURCH:ST, LONDON, EC3 
Telephone: MANston House 3414 (14 lines) 


AND AT MANCHESTER, PARIS, MONTREAL, AND TORONTO 


ANANAS 
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To Business men only 


How to save money 
time and effort in 
your business 





KE YOUR BUSINESS EYE peeled for this poster and 
ask your secretary to get vou tickets now for the 
Business Efficiency Exhibition, Kelvin Hall, Glasgow, 
Nov. 4-14. With rising business costs scaring the 
daylights out of most of us, here is an Exhibition that no 
business man сап afford to miss — whether your annual 
turnover is ten thousand or ten million. This Business 
Exhibition will show you a hundred and one practical 
ways in which you too can save money, time, labour 
and effort in your own business. Tear out this ad- 
vertisement, pass it to your secretary and tell her to get 
you tickets. Remember, Business Efficiency Exhibition, 


‘| Kelvin Hall, Glasgow, from Nov. 4-14. 


your competitors will be at the 


BUSINESS 
EFFIGIENGY 
EXHIBITION — 


-Kelvin Hall NN. 1M 
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GET YOURS ? 


You need only send your name and address. 
‘30,000 Insurance Brokers and Agents receive a copy 
of “Cover”, the original and unusual magazine 
published by the Provincial Insurance Company 
Ltd, We.are pleased to hear from many readers 


that it is not only interesting, but also extremely. 


helpful and important to them in their business. 
“ Cover ” deals freshly and in a practical manner with 
every aspect of selling and servicing Insurance, with 
the exception of life, and is of interest to everyone in 
the profession whether he already deals with 
Provincial or not. 













CURRENT 
ISSUE 
| Number 13 


Contains articles, 
stories and features 
on such diverse 

/ subjects as:— 

` ROAD SAFETY; ——— 
“THE UNITY PROSPECT;... - 
THE TALISMAN POLICY; 


INSURANCE AT WORK; 
DIARY OF A FIRE, 


Set 
PROVINCIAL INSURANCE CO. LTD. 
STRAMONGATE KENDAL, WESTMORLAND, London Office: 100 Cannon St., E.C.4 


et me — — — — Se A — —À te —À — —À eS — ——À — — —À 


Please send me... copies. of. “Cover” "without 
charge or commitment. (United Kingdom only). 


Мате 5: end COEM S 


| 
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| | 
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Business Address .. 
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THROUGH THE 


U.D.T. GROUP 


_ Short term financing of plant, 
equipment and premises:. 
гоуіѕіоп of medium- term 
funds forindustrial and commercial 
needs : 


raising of capital funds on the 
Issue Market. 


Professional advice is available 
on matters of taxation as it affects 
investment portfolios, yields, and 
the capitalisation of private com- 
panies to prepare for the incidence 
of Death Duties. 


Consult your nearest U.D.T. 
branch office, or write direct to: 


"UNITED DOMINIONS TRUST. 
LIMITED ` 
BANKERS 


REGIS HOUSE, KING WILLIAM 
| "LONDON, E.C.4 


BRANCHES THROUGHOUT THE UNITED KINGDOM ` 


STREET, 
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Three links to | 
greater efficiency · 


Dictograph’s multiple service offers many ways of increasing 













the efficiency of your organisation and saving those valuable 
minutes... Internal Telephone Systems from 2 to 
259 points or more, ensuring thought-quick- 
contact with any part of your organisation ... 
Staff Location Systems to find key personnel 
when snap decisions have to be-made... and 
Impulse Clock and Tiniing Systems providing 
accurate recording and sounding of time—so 
important in these days of high production costs. 
Dictograph Systems are designed to save you time... 
money . . . and relieve frustration! May we show you 
how? A telephone call or postcard will bring you full details. 


Originators of loudspeaking telephones 


DIGIOGRAPH TELEPHONES LIMITED 


CHIEF SALES OFFICE: 219 ABBEY HOUSE, VICTORIA ST., LONDON, SW1 · ABBEY 5572 * BRANCHES THROUGHOUT THE COUNTRY 
INTERNAL TELEPHONES · STAFF LOCATION - INDUSTRIAL MUSIC BROADCAST - IMPULSE CLOCK AND TIMING SYSTEMS 
T.IY 








SETON TRUST 


LIMITED 


CAPITAL ISSUES 


The services of the Trust are at the disposal of professional advisers 
in connexion with the public financing of established undertakings 


3 Throgmorton Avenue, London, EC2 


TELEPHONE: London Wall 6871—4 TELEGRAMS: Setru Stock London d 
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losing pace with the motion of costs. (The 
Australian Accountant, July.) 


Cost of Absence 


The latest case study of the financial effects of 
absence from work carried out by the Department 
of Labour and National Service showed an 
estimated loss in sales value of production of 
£13,513 with a consequent forgone net profit of 
£3,912. The study was made in a small engineer- 
ing firm of 130 employees in respect of a period 
of six months. It took into account direct pro- 
duction workers only, these numbering approxi- 
mately 75 per cent of the total labour force. 

The basic assumptions on which the study 
rested were (a) that there was a diréct relation- 
ship between man-hours worked and the volume 
of production, (5) that raw materials, power, etc., 
could have been obtained to enable the extra out- 
put to be manufactured, and (c) that this output 
could have been sold at the prices obtained for 
the goods actually produced. (Bulletin of Indus- 
trial Psychology and Personnel Practice, June.) 


i Social Accounting 
At the recent meeting of the Australian and New 
Zealand Association for the Advancement of 
Science held in Sydney, Mr H. P. Brown, of the 
Australian National University, presented a paper 
on the purposes of social accounting. The diffi- 
culties associated with social accounting were 
spotlighted by Mr Brown with a clear under- 
standing of the practical issues involved. For 
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instance, some accounts are kept on a cash basis 
and some on an accrual basis, with the result that 
there is no necessary correspondence between 
entries relating to the same transaction in the 
accounts of the two entities which carry out the 
transaction. Again, many firms keep more than - 
one set of accounts (e.g. for financial and for 
income-tax purposes) The social accountant 
usually has available to him only the income-tax 
accounts in aggregate form and the published 
accounts of some enterprises, and neither of these 
Sets of accounts necessarily reflect the accounts 
which form the basis of business decisions. 

The author.expresses the view that social 
áccounting should have developed from the 


‘opposite end to that whereby the primary empha- 


sis was placed upon aggregates relevant to overall 
analysis of the economy. Instead, development 
should have been by way of the aggregation of 
accounts of similar economic entities as part. of 
general statistical analysis. - а 

. Mr Brown concluded with the view that the 


'basic need in social accounting is further research 


in the meaning and significance of aggregates of 


- actual accounts. 


. Companies Bill 

A Companies Bill has been presented in Мет 
Zealand. It is drafted so as to bring New Zealand 
company law more into line with the United 
Kingdom Companies Act, 1948, so far as that 
may be done having regard to New Zealand 
requirements and conditions. 


TAXATION CASES 


. Full reports of the cases summarized in this column will be published, with Notes on the Judgments, 
in the Annotated Tax Cases. 


Harvey v. Breyfogle 

In the Court of Appeal 

July 24th, 1952 ` 

(Before Lord Justice SoMERVvELL, Lord Justice 
DENNING and Lord Justice Комек) 

Income-tax — Employment — Agreement made abroad — 
Remuneration paid into bank account abroad – Employ- 
ment exercised in United Kingdom — Whether remunera- 
tion taxable in United Kingdom — Income Tax Act, 
1918, Schedule .D, Charging Rule г (а) (ti), Cases П 
and V — Schedule E — Finance Act, 1922, Section 18. 
The respondent was the manager of the London 
branch of the National City Bank of New York, which 
is a company incorporated in the State of New York, 
and has its head office in the City of New York. The 
respondent was an American citizen, and was domi- 
ciled in the United States, and since he joined the 


bank in 1929, he had held various posts in various. 


countries. He was appointed manager of the London 
branch of the bank in 1945, and his duties consisted 
largely in acting as deputy for a vice-president of the 
bank who is stationed in London. It was an important 
part of his functions to keep tlie head office of the 
bank acquainted with economic and monetary policy 
and developments in the United Kingdom, in Europe 
and in other parts of the world; and another of his 
main functions was to carry through transactions of 
the bank abroad in the light of his knowledge of the 
general policy, and of the ways of operation, of the 


` head office. і 


The agreement for the respondent’s service in the 
United Kingdom was made in New York, and his 
remuneration was paid into his bank account there. 
The bank had a separate and distinct staff pension 
scheme for employees in England, but the respondent 


-was not a member of that scheme; he was a member 





454 


of the American scheme, and his contributions were 
deducted from his salary. 

When he first came to England the respondent 
lived in a flat but after his family had joined him he 
purchased a house. During the year under appeal 
both his children were at school here, but at the time 
of the appeal hearing his daughter was at college in 
America. He did not maintain a home in the United 
States. He aimed at visiting the United States about 
once every eighteen months, for six to eight weeks 
each time, and he had paid one such visit in 1947, 
for about six weeks from near the end of October, 
and nearly all the time was spent in New York. The 
purpose of these visits was to keep up to date with 
the way that senior officers of the bank were thinking. 
He sometimes went abroad on the Continent. People 


repeatedly came to London from the Continent to. 


consult with him on affairs with which the bank was 
concerned, and in that way he handled much oversea 
business for the bank, and this business had nothing 
to do with the books or the operations of the English 
branches. 

It was contended on behalf of the respondent that 
he was assessable, not under Schedule E, but under 
Case V of Schedule D, and only in respect of the 
remittances of remuneration to the United Kingdom. 
The Crown formally contended (a) that Bennet v. 
Marshall (16 А.Т.С. 167) had been wrongly decided; 
(b) that the present case was distinguishable; (с) that 
the respondent was assessable under Schedule E. 
The Special Commissioners held that they were 
bound by the decision of the Court of Appeal in 
Bennet v. Marshall and they accordingly discharged 
the Schedule E assessment. 

Held (affirming the judgment of Mr Justice 
Danckwerts), that the decision in Bennet v. Marshall 
covered the present case. 


C.LR. v. Fenwick 
In the Court of Appeal 
July 25th, 1952 
(Before Lord Justice SOMERVELL, Lord Justice 
DENNING and Lord Justice ROMER) 

Special contribution ~ Income attributable to a period 
of years — Two dividends received in 1947—48 — Method 
of giving relief — Finance Act, 1927, Sections 34, 36 – 
Finance Act, 1948, Section 6r. ` 

In 1947~48 the appellant received two dividends 
from a company, namely, a dividend of £1,554 on 
May 31st, 1947, and a dividend of £388 ros od on 
September 151, 1947. The first dividend was declared 
as a final dividend of 12 per cent for the calendar year 
1946, and the second dividend was declared as an 
interim dividend of 3 per cent for the calendar year 
1947. 'The appellant applied for relief under Section 
61 of the Finance Act, 1948. The Special Commis- 
sioners refused the application on the ground that it 
was necessary to compare the two dividends in 
question. with the dividends forming the income of 
some other year which was to be taken by the Special 
Commissioners as representativé of the ‘income 
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which would be attributable to a period of one full 
year mentioned in the section. This view was 
rejected in Fenwick v. CLLR. (29 A.T.C. 357), and the 
stated case was remitted to the Special Commissioners. 

The Special Commissioners, in their further con- 
sideration of the case, selected the two calendar years 
1946 and 1947 for the purpose of arriving at a 'full 
year’s income’ within the last part of Section 61 (1), 
and they found that the dividends paid in the calendar 
year 1946 were equal to the dividends paid in 1947-48. 
The dividends paid in the calendar year 1947 
amounted to less than those paid in 1947-48, but as 
the total of the two dividends paid in that fiscal year 
was no greater than the total of the dividends paid in 
the calendar year 1946, they again refused the 
application for relief. 

Held (reversing the judgment of Mr Justice 
Donovan), that the Special Commissioners’ decision 
was correct. 


In re The Duke of Devonshire's Settlement 
_ In the High Court of Justice (Chancery Division) 
July 31st, 1952 
(Before Mr Justice VarsEv) 

Estate duty — Settlement of shares in company ~ Death 
of settlor within five years — Shares in estate company — 
Undated agreements for trustees to purchase estate — . 
Whether agreements delivered in escrow — Whether 
agreements to take effect in event of special danger to 
settlor’s life- Whether agricultural relief available — 
Customs and Inland Revenue Act, 1881, Section 38 
(2) (a) - Finance Act, 1894, Section 2 (т) (c) — Finance 
E I946, Section 47 — Finance Act, 1949, Section 
28 (1). 

The Chatsworth Estate Company was incorporated 
as an unlimited company in 1926, and the ninth Duke 
of Devonshire sold to the company the Chatsworth 
estate and the works of art and other chattels in 
Chatsworth House. As consideration therefor, 22,500 
preference shares of Хто each and 199,998 ordinary 
shares of {10 each in the company were allotted. 
These shares were given by the ninth duke to the 
tenth Duke of Devonshire, and on March x4th, 1946, 
the tenth duke settled the shares for the benefit of 
his successors in the dukedom, but in such a way as 
to exclude himself from any benefit thereunder. The 
tenth duke died suddenly on November 26th, 1950, 
that is to say, less than five years after the date of the 
settlement. 

By two agreements the company agreed to sell the 
Chatsworth estate to the trustees of the settlement 
for £1,540,000 and the works of art and other chattels 
in Chatsworth House for £310,000. These agree- 
ments were signed in duplicate on various days 
between May 24th, 1950, and August roth, 1950. 
The company’s articles of association provided that 
a résolution in writing signed by all the directors was 
to be as effectual as if it had been passed at a valid 
meeting of the directors. Two documents called 
‘resolutions’ were signed by all the directors, the one 
approving the two sale agreements, and the other 
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providing for the surrender by the trustees to the 
company of 185,000 ordinary shares at Хто each as 
а set-off against the {1,850,000 payable by the trustees 
under the sale agreements. These documents were 
signed by. the directors оп May 24th, 1950. The 
spaces for the date, in the two agreements and the 
two other documents, were left blank. 

In an affidavit two of the partners in the firm of 
solicitors acting in the matter stated that the two 
agreements and the two other documents were 
delivered to them: 

'to be held in escrow and to take effect only in a 

specified event, namely, the event of the duke's life 

being in special danger at some time before March 

31st, 1951’. 

The purpose of the transaction was to obtain the 
relief from estate duty in respect of agricultural land, 
under Section 28 (1) of the Finance Act, 1949, should 
the duke die before the expiration of five years from 
the making of the settlement above-mentioned. The 
affidavit also stated that everyone present at the 
meeting on May 24th, 195o, fully understood that 
the agreements and resolution were to come into 
operation in the circumstances mentioned, and gave 
clear instructions that in those circumstances the 
agreements and resolution were to come into oper- 
ation forthwith. Verbal evidence was given by the 
deponents with regard to this matter. On November 
26th, 1950, the tenth duke, who was then apparently 
in good health, went into the grounds of his house at 
Eastbourne to cut wood in accordance with his 
custom, and was seized with coronary thrombosis and 
died shortly afterwards. On the day after the funeral, 
namely, December tst, 1950, after consultation with 
counsel the date of the duke's death, namely, 
November 26th, 1950, was written into both parts 
of each of the two agreements and on the minute of 
the resolution. 

Held, that the evidence did not establish that the 
agreements or the resolution came into effect before 
the date of the death of the tenth duke, and that, 
therefore, the property comprised in the settlement 
consisted of the 22,500 preference shares and the 
199,998 ordinary shares in the company, and did not 
consist of agricultural land. 


Commissioners of Customs and Excise v. 
Queen's Park Rangers Football and Athletic 
Club Ltd 
In the High Court of Justice (Queen's Bench 
Division) 

July 3oth, 1952 
(Before Mr Justice Lrovp-Jacos (Sitting as an 
additional Judge of the Queen's Bench Division)) 
Entertainment duty — Series of entertainments — One 
sum paid for book of tickets — Books of tickets for 
reserved seats — Whether duty payable on that sum — 
Whether a ‘lump sum’ — Finance (New Duties) Act, 
1916, Section т – Finance Act, 1944, Section 3- 

Entertainment Duty Regulations, 1921. 
The defendant issued books of tickets for the 
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season 1950-51, and for this purpose caused appli- 
cation forms to be distributed to potential purchasers. 
Applicants requested seats to be reserved for the 
matches during the season, and they enclosed remit- 
tances for the total prices appropriate to the seats for 
the matches which they wished to see. The total cost 
of a seat on the centre stand was £6 6s od and on a 
wing stand £4 16s 3d. The applicant then received 
a receipt for the sum that he had sent, and the receipt 
stated that it should be retained until the tickets were 
forwarded to him. As and when printed, the books 
of tickets were sent to the applicants according to the 
numbers of seats, and their situation, which had been 
applied for. Each book contained transferable and 
individually numbered tickets for each of the home 
matches to be played in the season. 

The Commissioners of Customs and Excise con- 
tended that sums sent by applicants in this way were 
‘lump sums’ within Section 1 (4) of the Finance (New 
Duties) Act, 1916, and that, therefore, entertainment 
duty was payable on the amount of the lump sums. 

Held, that the expression ‘lump sum’ did not 
include a sum which was merely the aggregate of a 
number of individual sums, and that the claim for 
duty failed. 


Barron v. Littman 
In the House of Lords 
July 31st, 1952 
(Before Viscount Simon, Lord Normann, Lord 
OaxsEY, Lord REID and Lord ASQUITH OF 
BISHOPSTONE) 
Income-tax — Excess rents assessed under Case VI- 
Deficiencies of rents ~ Whether deficiencies can be set off 
against excesses — Income Tax Act, 1918, Schedule D, 
Charging Rule 2, Case VI- Finance Act, 1927, 
Section 27 — Finance Act, 1940, Section I5. 

The respondent, a dealer in property, held a large 
number of leasehold properties which he let, and the 
rents received by him as the immediate lessor gave 
rise to notional annual values computed according to 
Section 15 (1) of the Finance Act, 1940. In respect of 
two other properties the respondent received a rent 
which was smaller than the rent paid by him, and in 
respect of three other properties he received no rent 
at all. He was assessed under Case VI of Schedule D 
pursuant to Section 15 of the Finance Act, 1940, on 
the excesses of rents computed under that section, 
and he contended that he was entitled to set off 
against those assessments the amounts of the de- 
ficiencies of rents, on the footing that if the five 
properties had produced excesses of rent, those 
excesses would have been profits within Section 27 
of the Finance Act, 1927, and he would have been 
liable to be assessed in respect thereof under Case VI. 

Held (affirming the judgment of the Court of 
Appeal), that an excess arising under Section 15 (1) 
of the Finance Act, 1940, was a profit to which 
Section 27 of the Finance Act, 1927, related, and 
that, therefore, the deficiencies of rent could be set 
against the excesses. 
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FINANCE AND COMMERCE 


Stock markets remain subdued and overshadowed 
by fresh developments іп the new issue market. The 
undertone, however, remains firm. Business is small 
and prices are moving narrowly. Now that the 
funding operation is completed there may be prospect 
of some improvement. 


By Gestetner 

The directors of Gestetner Ltd, the duplicating 
machine makers, have an excellent opportunity to 
demonstrate the business in the production of the 
company’s annual report and accounts—and they 
take full advantage of it. The whole of the annual 
publication is a Gestetner product. Reproduction of 
it in full would tax our space too heavily but we have 
taken sufficient to show the lines on which the 
accounts have been set out. 
- During the year, the capital has been increased by 
the £250,000 44 per cent preference stock and there 
‘was also a capitalization of £214,834 of general 
reserve for a one-for-four distribution to the ordinary 
stockholders. "e - 

The business touched new records. The number of 
Gestetner duplicators sold was higher than ever. The 
volume of sales of all products created a fresh record, 
and the company holds the field in export markets, 
a large proportion of exports going to America. The 
business, however, has not escaped the effect of the 
widespread restrictions placed on imports in various 
countries and it has been necessary to reduce output 
at the company’s works. | у 

An ‘outstanding achievement this year is the 
development óf a method for the reproduction of 
‘Braille by Gestetner. An example of this Gestetner 
‘Braille is inserted into the report and accounts. 
A tentative.effort of the fingers ‘to see what it is like’ 
makes one feel very thankful for. the gift of sight. 


tn Replacing Rubber 

Replacement of exhausted rubber trees, the vital 
problem facing rubber plantation companies, is 
discussed by Mr C. H. Wright, chairman of The 
Eastern International Rubber and Produce T'rust Ltd, 
in his statement with the accounts. It is imperative, 
he says, to set aside the requisite replanting reserves 
within a' period of twenty-five years from the com- 


mencement of tapping if the existing stand is to be - 


taken: down and replanted at the close of its economic 
Span. . 2 0c у 

Pot he cost of replanting today to the bearing stage is 
somewhere between {90 and froo an acre which 
postulates setting aside £4 an acre per annum out of 
net taxed profits and up. to £8 in the more propitious 
years. Such amounts, says Mr Wright, are equivalent 
on an output of 500 Ib. of rubber an acre to earnings 
of 1:924 and 3.848 a lb., respectively, or 4.80d and 
9.6od before taxation at an overall rate of бо per cent, 
the figure for rubber companies under the amended 
excess profits levy. ` - 7 


The position, Mr Wright claims, calls for drastic ' 
revision of the scale of taxation. Expenditure as and 
when incurred on replanting from the time of setting 
out the budded stumps or clonal seed in the field 
admittedly is allowed as a charge against revenue. 
Moreover, buildings and machinery, the complete 
replacement of which would involve a provision of £40 
to £50 an acre out of net profit balances, qualified for 
depreciation. But the funds, he pointed out, had first 
to be found; the bricks could not be moulded if the 
straw was not provided. 

A fresh approach to the conception of taxable 
profits was needed which might visualize deducting 
and setting aside the annual amounts required for 
replanting operations before striking a taxable 
balance. 

From the Past 
Our reference on September 27th to the move against 
the adoption of the Sam Paulo (Brazilian) Railway 
accounts has called to mind a similar event from 
the past. | 

It concerned а dry battery company, now extinct, 
which called its meeting for 10.30 a.m. on a Saturday 
at a hotel in the East India Dock Road – some three 
miles from the City. Shareholders attended in force 
to demand the appointment of a shareholders' com- 
mittee, but the most extraordinary thing was that 
they registered a protest against the proceedings by 
refusing to reappoint the retiring auditors. 

This was no reflection on the auditors themselves, 
with whom the shareholders were satisfied, but it 
was the only way shareholders could register their 
disapproval of the board's conduct. The unfortunate 
auditors failed to secure re-election. 


Financing Shipbuilding 

The Ship Mortgage Finance Company Ltd has 
presented its first accounts made up to June 3oth, 
1952. 'This company was formed under official 
auspices in March 1951, to assist shipowners in 
placing orders for ships in the United Kingdom by 
making available to them medium-term loans on - - 
first mortgage of completed ships of an amount not 
exceeding 50 per cent of the cost of construction. 

The first period has been preliminary in a special 
sense inasmuch as the company is at present mainly ` 
engaged in making contracts to lend. The actual 
lending will begin in one, two or three years' time as 
delivery of the ships begins. Repayment of loans will 
begin after that and the business will eventually have 
the appearance of a revolving fund based, at that 
stage, on the issue of its own debentures. : 
. An interesting point in connexion with the rate of 
interest charged by the company on its loans is that 
the rate is in fixed relation to the average rate from all 
classes of debentures as shown in the published figures · 


_of-the Institute of Actuaries at the time the loan is. 


made, subject to an appropriate minimum rate. 
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GESTETNER LIMITED AND SUBSIDIARIES 
Consolidated Profit and Loss Account for the Year ended August 3156, 1952 
(See Note No. 4, page 10) 


Profit on Trading x e vs ST ВА РТ 
Income from Guoted. Investments . | у = .. 
Contributions received towards Experimental Work $ owe .. 


, Recoverles In respect of amounts written off in earlier rears, after deduction of taxation thereon 


where applicable ae ++ ds ss 


Less Provision for Depreciation .. 


Contributions to Staff Endowment ‘Insurance anc Provident Schemes 


Expenses of Capital Issues .. oy we 9 
Casts on Exchange of Factory Premises .. .. .. 


Profit before Taxation .. .. s Е oe s 29 25 


Deduct Estimated Taxation: 


Gestetner Limited (see page 6) .. 55 eid ás Ра ee 


Subsidiaries: 
United Kingdom Income Tax on Profits of SubsHiaries 
United Kingdom Proflts Tax on Profits of Subslalarles 


Dominion and Forelgn Taxes sie 2x " 


Profit after Taxation ae 9 
Outside Shareholders’ caveat in Profits of Subsidiaries . 


Net Profit for the Year 55 a a re s En 
Less Gestetner Limited y. M e es 


Net Profit of Subsidiaries retained by them (see Note blo. 9, page 10) 


1951 
£ £ 

.. ка ағ 1,151,330 1,199,740 
.. Ре гв 2,188 , 1,441 
.. 2 be – 5,950 
2,188 7,391 
.. " se 1,961 1,345 
1,155,479 1,208,476 

. 177,560 175,44. 
. 59,752 49,982 
ve 8,407 6,474 
. = 34,319 
245,719 266,217 
ve v - .. 909,760 942,259 
.. m ки x 343,494 414,385 
59,538 45,402 
.. en 10,100 9,058 
.. к 155,629 105,426 
568,761 574,271 
ае s ve as 340,999 367,988 
.. .. .. кж : 591 37 
А в А ‘ 340,408 367,951 
. . А 185,985 215,786 
. . £154,427 £152,165 








{Notes not reproduced. — Editor.) 


Directors' Emoluments 


£ = £ 
1951 
Fees . 1,400 1, 
Emoluments arising from Executive and 
Managerial Appointments: 
Gestetner Limited s ee .. 31,496 31,495 
Subsidiary .. T m T 0004390. 45387 14,551 
£47,287 147,447 
Pension from Gestetner Limited to a Director 
in respect of past services in a Managerial 
Capacity we Du . $5 А #1500 £1,500 


= 


Appropriation of Profits for the Year ended Augusz 3156, 1952 





























195! 
Е + £ 
1, GESTETNER LIMITED 
Net Profit for the year 185981 215786 
Balance brought forward from previous 
year .. " .. 31351 32,678 
217.332 248,464 
Dividends net 
On Preference Stock less tax ES .. 16847 11,304 
On Ordinary Stock: 
Interim 5 per cent less tax .. 28,197 28,197 
, Final proposed 10 per cent less tax 56,394 56,394 
101,438 95,895 
Balance after Dividends 115,894 152,559 
Transfer to Revenue (General) Reserve. . А 7:000 121,218 
Balance carried forward .. ^ .. .. £40,894 - £31,351 
11. SUBSIDIARIES £ £ 
Net Profit for the year we Vis vs 154,427 152,165 
. Exchange Surplus 1.383 9,220 
· Balance provers forward from previous 
year .. а oe 302,668 258,958 
: 465,478 420,343 
"Transfers to Reserves 
Capital Reserve vs СЕ +. 57,528 110,000 
Revenue (General) Reserve .. 18,344 9,675 
у 75,872 119,675 
Balance carried forward  .. m m 390,606 300,668 
Add Gestetner Limited s. es .. 40.894 31,351 
Per Consolidated Balance Sheet .. T £4:1,500 £332,019 





d 


The response of shipowners to the formation of the 


company was to present applications for loans totalling 


£21 million on 70 ships, of which 24 were declined 
and 26 were withdrawn. 


Adequate Depreciation 
Another example of the distortion of values by in- 
flation is seen in the accounts issued by Parkland 
Manufacturing Company Ltd, makers of Yorkshire 
worsteds. This balance sheet brings in freehold land, 
buildings, plant, machinery, fittings, furniture, 
motor vehicles, etc., on various bases, the prime basis 


-being a qualified valuation in 1936. The gross amount 


is £1,451,780 which depreciated by £847,834 leaves 


a net of £603,946. 


Mr George F. Hanson, the chairman, referring to 
this position draws attention to the provision of only 
£33,828 depreciation for the group this time as com- 
pared with £73,280 in the previous year. When we 


‘were able to earn good profits, he says, the directors 


were generous in the amounts provided for deprecia- 
tion. This year, while the provision is not so sub- 
stantial, the directors are satisfied that it is normal 
and adequate. 

In this connexion Mr Hanson points out that the 
fixed assets of the group, which have been written 
down to a value of only just over £600,000, are insured 
against fire on a reinstatement basis for £3,385,000. 


Money Market 
Treasury bill applications totalled £309,885,000 
on October roth and with allotment of only £200 
million of the £220 million bills offered, the market 
obtained only 51 per cent of requirements. The 
average rate was £2 8s rrgod per cent and this 
week's offer is for £220 million. 
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GESTETNER LIMITED AND SUBSIDIARIES 
Consolidated Balance Sheet as at August 3156, 1952 . 
5 : (бег Note No. 4, page.J0) 


October-18th, 1952 





1. NET ASSETS 


852,622 


105,629 
18,222 


3,736,433 
4,712,906 


Deduct 38,190 





| £ 
Fixed Assets 
Freehold Land and Buildings, Leasehold Premises, Plant and Machinery, Furniture, Fixtures and 
Fittings, and Motor Vehicles, at cost, less the aggregate amount provided s for сан (see 
Schedule page 9) Yd f Ss - ^ 852,21 
Patents and Goodwill at cost less amounts written “oft | .. ai vs «s m M € | 
Subsidiary Companies not Consolidated ; 
Shareholdings at cost less amounts written off — .. e v 55 m T = 
Amounts owing by Subsidiaries not consolidated .. DN as ue = 4 $4 105,629 
Trade Investment у 
t cost .. .. .. ae oe n oe .. oe oe .. DI 
Current Assets 
Stocks and Stores as valued by the Management v 25 . 1,513,400 
Debtors .. 5 is me i DA У 1,170,453 
Investments: | 
Quoted ап the London Stock Exchange 2h 33,355 
„Market Value £33,355 (1951, £44,210) 
Sinking Fund and other Policies rM ae A «3 55 " А -— 
Surrender Value £——- (1951, £11 ,860) 
Balances with Bankers and in hand .. js i v: x isd ys 8s 1,019,225 
Net Balance on Inter-Company Accounts due to Consolidation of Balance Sheets at different dates 
(See Note No 10, page 10.) 
Total Assets "ON s Ss te s T А 
Current Liabilities 
Acceptance Credits — .. 52 s s id E zn 5А 200,000. 
Creditors and Accrued Charges сха " "a 427,153 
United Kingdom Taxation Including Income Tax 1952-53 and Profits Tax to date ss vs 527,146 
Dominion and Foreign Taxes . pa 55 58 vx m xx vx Я 165,899 
Proposed Final Ordinary Dividend (Net) 53 "à i^ y c n x i а 56,394 
Net Assets .. ae .. .. m ЊЕ .. А 
Consolldated Balance Sheet as at August 3156, 1952 
Il. MEMBERS’ FUNDS (See Note No. 4, page 10) 
Ё. 
Authorized Issued 
Capital of Gestetner Limited 
А per cent Cumulative Preference Stock in £i units ais i^ a à А 750,000 750,000 
Ordinary Stock in 5s units ,. wi ss os E А 403,418 · 403,418 
‘A’ Ordinary Stock in 5s units v. " e 670,752  . 670752 
‘A’ Ordinary (1951 unclassified) Shares of 5s each . ais m s : 175,830 — 
£2,000,000 1,824,170 
Capital Reserves ЈЕ 
Gestetner Limited " Ve 22,080" 
Subsidiarles including Consolidation Reserve ‘(see Note No. 5, page 10) m ae 348,828 
370,908 
Revenue Reserves and Upappröpřiated Profits : 
General Reserve.. А n BE ne .. s .. cc сай : ~ 260,048 
_ Specific Reserves: 
Profit reserved on goods manufactured, shipped to Subsidiaries not 
Consolidated and Stocking Agents and held In stock by them .. : £145,311 
Estimated future Liability for United Kingdom Income Tax, 1953-54 
on Profits earned to date .. m m m .. .. 264750 , . 410,062 
670,109 
Profit and Loss Account unappropriated balance .. Ps þa 29 са aie . 431,500 
' 1,101,609 
Total .. — .. "T EY ds ii 2s "d А £3,296,687 
Ш. OUTSIDE SHAREHOLDERS’ INTEREST 
Capital held and interest In the undistributed Proft of Subsidiaries ee "S UO MG 
£3,298,124 





(Notes not reproduced. — Editor.) 


£4,674,716 


1,376,592 


£3,298, 124 


—— 


1951 
£ 
Issued 
500,000 


403,418 
455,918 


1,359,336 


= 


£ 
15,347 
291,300 


306,647 


381,538 


145,150 
273,000 


799,688 


332,019 


1,131,707 
£2,797,690 


866 


£2,798,556 





1951 
£ 


684,767 
I 
684,768 


110,424 
110,424 
18,222 


1,392,451 
. 1,152,890 


43,565 
12,013 
589,977 
3,190,896 
4,004,310 
Add 62,578 
£4,066,888 


584,057 
494,893 
132,988 

56,394 


1,268,332 


£2,798,556 





1951 
£ 
Authorized 
500,000 
403,418 
455,918 
640,664 


£2,000,000 
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WEEKLY NOTES 


Profit ‘Taxation in Inflation 


-At the recent bankers’ dinner which was attended 


у 


| 


by the Chancellor of the Exchequer, some interesting 
remarks were made about profit taxation by Mr 
John Braithwaite, chairman of the London Stock 
Exchange. He said that in the days of stable values, 
buildings and plant could usually be replaced at 
approximately their original cost, and depreciation 
was accordingly calculated upon that cost. Today it 
might cost anything from two to four times as much 
as the original cost to replace an asset, and thereforé 
depreciation ought, he said, to be calculated on the 
replacement cost. A corresponding change ought 
also to be made in the method of valuing trading 
stocks. To maintain the original cost basis, as was 
now done, was to show false, or phoney, profits. As 
a result, industry was overtaxed. The Revenue might 
properly gather the fruit but it was suicidal to take 
the tree, branch by branch. It would be far better 
to levy a higher rate of tax on true profit. Other 
results of this wrong method of calculating profit 
were to give a false impression to wage-earners and 
to encourage extravagance among managers. Mr 
Braithwaite thought the correction of this matter 


-to be of the first importance and he invited the 


Chancellor to look into it. He also hoped that the 
Royal Commission on Taxation would take a view 
different from that taken by the first Millard Tucker 
Committee on this subject. Another change com- 
mended to the Chancellor by Mr Braithwaite was 
the reduction of the present high rates of taxation 
on profit. Such a reduction would in his opinion be 
recognized everywhere as a turning point in the 
yehabilitation of British credit and in the restoration 
of sterling to its proper place in world currencies. 


| Specialloid Ltd . 
The trial of Charles Frederick Russell and Harry 
Noel Bates on charges of offences under the Preven- 
tion of Fraud (Investments) Act, 1939, to which we 
referred in a Weekly Note in our issue of September 
27th, 1952, was concluded at the Central Criminal 
Court on Monday last. After an absence of over-three 
hours the jury found both defendants guilty on the 
first two counts of the indictment, namely, that they 
had attempted to induce persons to enter into agree- 
ments for acquiring shares in Specialloid Ltd by 
dishonest concealment of material facts and that they 
had attempted to induce persons to enter like agree- 
ments by a forecast which they knew to be misleading, 
false and deceptive. The jury were discharged from 


giving a verdict on the third count which alleged the 


reckless making of a forecast which was misleading 
and deceptive, this count being an alternative one. 
The defendants had pleaded not guilty. to all counts. 
They were each sentenced to twelve months’ im- 
prisonment and ordered to pay not more than {2,000 
each towards the costs of the prosecution. 


Barrister's Travelling Expenses 


On Monday the Court of Appeal dismissed the appeal 


of Mr G. H. Newsom, a barrister, against a decision 
of Mr Justice Danckwerts arising out of Mr Newsom's 
claim to deduct for income-tax purposes the cost of 
travelling between his professional chambers at 
Lincoln's Inn and his home at Whipsnade. The Court 
held that no part of these travelling expenses was 
incurred ‘wholly and exclusively for the purposes of 
his profession’. In a reserved judgment, Lord Justice 
Somervell said that the Commissioners had found 
that the appellant exercised his profession partly at 
his chambers in Lincoln's Inn and partly at his home 
in the country. (A ‘study’ allowance had been granted 
to the appellant.) In his lordship's view the appellant's 
house at Whipsnade was his home and had really 
nothing to do with his profession, notwithstanding 
that he might do work there in an evening or during 
the vacation. Lord Justice Denning said that the 
question was where the base was at which the trade 
or profession was carried on; the cost of travelling 
between that base and a man's home was attributable 
to living and not to a man's trade or profession. Lord 
Justice Romer agreed. Leave to appeal to the House 
of Lords was refused. — . 


Excess Profits Levy 


The Federation of British Industries has produced 
an extremely useful booklet entitled Guide to the 
Excess: Profits Levy. Yt sets out, for the most part 
in very simple language, the main provisions for 
arriving at profit, at standards, and at the ceiling of 
liability. The exposition is copiously illustrated by 
examples which are easy to follow and digest. The 
Guide is on sale at the Federation's office, 21 Tothill 
Street, SWr, price 1s. One sentence about the 
minimum standard is somewhat involved. It says: 


‘Unless the minimum standard exceeds the profits 
of a chargeable period companies adopting the 
minimum standard should ensure that additions to 
their share capital, profits ploughed back, and 
increases in borrowed money do not have the effect 
that a standard on some other basis will not be 
greater than the minimum.’ 
This is drafting worthy of inclusion in the Act itself. 
Assuming that the-two negatives cancel each other, 
and can accordingly be omitted, the sentence would 
appear to amount to an injunction to ensure that 
the standard is higher than it would otherwise be. 
However, transactions with that end in view are 
liable to be attacked under Section 32 of the Finance 
Act, 1951, as extended by Section 69 of the Finance 
Act, 1952. 
Another very brief exposition of the excess profits 
levy is contained in a booklet issued by the Engin- 
eering Industries Association and which can be 


` obtained at the Association's office, g Seymour 


Street, Wr, price 3s 64. The booklet also contains a 
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summary ‘for engineers’ of the main income-tax and 
profits tax provisions of the Finance Act, 1952. It 
is in fact a handy guide for any layman to these 
matters and will save-a good deal of time which 
might otherwise be ed in wading а the 
Act itself, 


Outlook for Raw Materials 


A report was issued at the end of last week on the 
results of an investigation undertaken by the Board of 
Trade into the prospect for the supply of raw materials 
in the second half.of 1952. The general conclusion is 
that there is not likely to be a hold-up in production 
owing to lack of materials. Three possible exceptions 
to this are copper, aluminium and nickel. 

This state of affairs which is rather unique in the 
post-war world has been the result of two factors. 
„First there has been an improvement in the supply of 
materials — a state of affairs which has been empha- 
sized of late in the gradual closure of the activities 
of the international committee -on raw materials. 
Second, there has been a fall in demand owing to the 
fallin industrial activity during the spring and summer 
months. The shortages of the recent past (whether 
caused. by lack of output of materials or to the cut 
from time to time in imports to help the balance of 
payments position) have also increased thrift in the 
use of materials which now helps. to reduce. 
demand. 

The Board of Trade seems to incline to the view 
that the world trend of prices of. materials will be 
down, which if it comes true will help the terms of 
trade. 

When it comes to looking at industry's stocks an 
interesting position is revealed. There has been a 
notable increase in thé stocks of most materials over 
the last six months compared with the position at the 
close of 1951. It now remains to be seen whether the 
import cuts seriously affect the level of stocks in the 
later months of this year. 


Stocks at 
Dec. 31st fune 30th 
Y à 1951 1952 
P з . 2000 tons except where 9% 

Commodity otherwise indicated change 
| Copper 119'3 11177 —6 
Lead . 740 1216 +64 
Zinc .. 37'5 875 +133 
. Softwood (осо standards) | . 7236 6570 —9 
Plywood (million sq. ft.) 2872 39558. +38 
Woodpulp (papermaking) .. 3576 4266 +19 
(industrial) 33°0 59'5 +80 
Newsprint . iog'g  162:9 +48 

© Cotton E 282'0 2820 — 
Wool (million db. yox 1410 ~ I770 + 26 
Hard hemps 167 189 .+13 
Sulphur 99:4 148-6 +49 
^ Pyrites 2149 34277 . +59 
Rubber 63:3 ^ 579 —8 


- The table above gives the stock movements of the 
‘most important items. In no single case is there a 
‘serious worsening of the. stock position up to the end 
‘of June. It is known, however, that more is expected 
from the import cuts now that the.heavy seasonal 


THE. ACCOUNTANT 


October 18th,.1952 


.imports have begun. So far as the figures go it is | 


clear that the better stock position at the close of the 
half-year was not due to the draconian cuts instituted 
last November for the import programme but to the - 
deceleration in industrial activity in the first half. of 
this. jos 

Lower Car Output 


When the International Motor Show opens at 
Earl's Court next week it will be in an entirely different 
climate for the motor industry compared with 
experience in recent post-war years. The President 
of the Society of Motor Manufacturers and ‘Traders 
announced this week that the output of the industry 
has decreased by 9:6 per cent in the first eight months 
of this year compared with the same period of 1951. 
This is equivalent to a drop of 30,000 cars: 


It is already evident that the larger cars of some 
makes are finding it difficult to attract buyers and 
that some export markets have been difficult to hold. 
Short-time has had to be introduced in some cases 
and in others there have been dismissals: owing to 
what is called redundancy – which means lack of 
orders. The Motor Show this year will therefore be 
something of a selling effort — at least for the more 
expensive cars. This fact brings the Show more into 
line with its traditional purpose for it was not insti- 
tuted to be only a show-piece for the industry but to 
stimulate business, particularly at a time when there ' 
would normally Бе а seasonal lull i in buying by the 
public. It will be interesting to see if the public rises 
to the occasion and comes in numbers equal to the 
crowds of the year before last. Some people, anyway, 
will have something to sell this year. ' 


Shrinking Oversea Trade і 


Both imports and. exports "were lower during 
September according to the preliminary trade figures 
issued by the Board of 'Trade at the beginning of this 
week. It is true that exports were higher than in 
August but they were notably lower than in Septem- 
ber 1951. The total for last month was {194-7 
million. Imports continued to decline and were at 
their lowest level since November 1950 at £238- 4 
million. The visible adverse balance thus fell to 
£43°7 million and compares with £735 milion in 
August. 


If allowance is made at, say, 10 per cent for the 
fact that imports are valued at c.i.f. and exports af 
f.o.b. prices, the visible adverse balance could not 
have been much more than £20 million and at that 
level there is no reason. why there should not have 
been an invisible net favourable balance to more than 
cover it. In other words there is now some indication 
that there.is considerable benefit coming from cuts in 
the import programme. What is less a source of con- 
gratulation. to this country’s economy is that this 
desperate balancing. operation seems to be taking 
place at lower and lower levels. There is a limit to 
what the country's industrial potential vill stand of 
this sort of cure by attrition. -> 
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Introduction to Group Accounts 
_ by D. J. Bogie, Ph.D., С.А. 
(Jordan & Sons Ltd, London. 2:s net) 


For those who thought his book on group accounts, 
published in 1949, too advanced, Dr Bogie has pro- 
duced a simplified version, admirably suited for 
students intent on passing examinatons and for 
others with no previous knowledge of -he principles 
or mechanics of preparing such accounts. 

Although restricted in scope, the mixture in essence 
is as before. As an alternative to the usual method of 
aggregating the actual balance sheets and then making 
the necessary adjustments, the author explains how 
first to adjust each balance sheet to a standardized 
form and then to aggregate them. 

An appendix reprints the sections‘of tne Companies 
Act, 1948, relative to the accounts of holding com- 
panies and there is an excellent index for easy 
reference when settling the queries which arise when 
the not-too-expert reader attempts to put into 
practice the author’s wise precepts. 


Key to Income Tax and Sur Tax, 1952-53 
(Finance Act, 1952 Edition) 


Edited by Ronald Staples 


(Taxation Publishing Company Ltd, London. 7s 6d 
net, 75 9d post free) 


An extremely long Finance Act has not prevented the 
issue in good time of a new edition of this well-known 
little work. Careful perusal of it has nct revealed any 
failure to deal with any of the provisions of general 
application in the new Act. 

The passing of the Income Tax Act, 1952, has 
involved the revision of all the references, and the 
ingenious arrangement of thumb-indexes, combined 
with the clarity and conciseness of the text, makes for 
very speedy reference. This is the məst up-to-date 
text-book available on this subject. 


Garage Accounting and Administration 
by E. V. Harber, F.I.A.C. 
(Gee & Co (Publishers) Ltd, London. 215 net) 


Many readers will remember the series of articles on 
garage accounting which appeared in three issues of 
this journal during June last year. The author, Mr 
E. V. Harber, has now produced a book on the same 
subject which, it is hoped, will be of practical assist- 
ance to everyone actively engaged in the financial or 
administrative side of the business, irrespective of 
the size of the concern with which they happen to be 
associated. 

After a brief general survey of the motor trade, 
the author describes in some detail cach aspect of the 
day-to-day management of a garage and the arrange- 
ments for recording and controlling the many 


different transactions, cash and credit. His narrative 
leads, inevitably, to a chapter on the preparation of 
the annual financial accounts and how the interim 
statements produced throughout the year should be 
reconciled with these. 

Lastly, he considers the office machines and 
business systems most suited to the accounting needs 
of a garage business. While this section, with its 
admirable illustrations, will be of much value to the 
proprietor of the larger business, the machines and 
methods mentioned are not essential to the general 
accounting system outlined earlier іп the book which, 
with the minimum of modification, could be applied 
to the humblest roadside establishment. 

The text, which bears the quiet authority of Mr 
Harber's twenty years' experience of the trade, is 
supplemented by the reproduction of many specimen 
statements and schedules, designed for and used by 
a leading London garage business. 


'The Principles and Practice of Modern 
Profits Insurance 


by L. C. Boyd, F.C.LI., and 
R. G. Furness, A.I.C.A., A.F.I.A. 


(Sweet & Maxwell Ltd, London. Price £2) 


Unlike fire insurance, the insurance of profits is of 
comparatively modern origin. Forty years ago it was 
met with only rarely, but today there are few firms of 
standing which do not protect their profits in this way. 

:/The subject is necessarily one of some complexity 
and the available literature is not extensive. Much of 
what has already been written is designed primarily 
for the insurance official or underwriter, and is not 
of immediate practical help to the accountant when 
arranging or reviewing a profits policy in a particular 
case. 

In their preface Messrs Boyd and Furness make 
clear that in compiling their book they have kept the 
special needs of accountants in mind. One of their 
primary aims has been to ‘provide a useful reference 
book for accountants’, and in this they have un- 
doubtedly been successful. The work is compre- 
hensive and might be used either as an introduction 
to the subject or as a practical reference book. It was 
written in Australia and therefore tends to emphasize 
the profits insurance practices pertaining to that 
country or to New Zealand, although wherever 
possible comparisons are made with the corresponding 
United Kingdom practice. The basic principles are, 
however, the same both in Australia and in the 
United Kingdom so that little is lost by this method of 
approach. 

This is undoubtedly a welcome addition to the 
literature on the subject and is well worthy of a 
place on the bookshelf of any accountant who may 
be called upon by clients to advise on matters relating 
to profits insurance. 


462 


THE ACCOUNTANT 


October 18th, 1952 


‘CURRENT LAW 


Repayment of Australian Bank Stock: 
Currency 

In 1897 the Q bank created interminable inscribed 
stock which was to be payable immediately if the 
bank should go into liquidation; any stockholder 
could transfer his stock to and from the London and 
Australian registers. In 1947 the bank was taken over 
by the National Bank of Australasia Ltd and placed 
in voluntary liquidation and the question arose in 
what currency the stock should be redeemed. The 
High Court of Australia held that stock registered 
in London should be repaid at its nominal value in 
£ sterling and stock registered in Australia in £ 
Australian; that the place of registration was to be 
fixed as at the date of the liquidation. 

The Privy Council allowed the appeal. The 
question, the Board said, was whether the stock was 


of a uniform nature and they felt that the terms of - 


the issue pointed to an affirmative answer. The use 
of the word ‘stock’ indicated uniformity; there was 
no sign of differential rights and the right to transfer 
from one register to another was significant. In their 
view, the liability was to be discharged in £ Australian 
which view was not affected by the practice of paying 
interest to the stockholders on the English register 
in £ sterling (National Bank of Australasia Ltd v. 
Scottish Union & National Insurance Co Ltd and 
Others) (Solicitors Journal, August 16th, 1952). 


Forgery on Joint Account 


In Brewer v. Westminster Bank Ltd and Another 
(Solicitors’ Fournal, August 16th, 1952) the plaintiff 
and the second defendant were parties to a joint 
account, as executors of the will of the. plaintiff's 
father. Both were to sign. The second defendant 
drew cheques, signed them in his own name, forged 
the signature of the plaintiff and misappropriated 
the moneys. 

McNair, J., held that though the payments by the 
bank were unauthorized, nevertheless both parties 
must sue, and as a party to a fraud cannot be allowed 
to create an obligation in another by his own mis- 
conduct and make that misconduct the foundation 
of an action at law, the plaintiff failed. 


Land Registration: Overriding Interest 
One M..executed what purported to be a lease for 
three years of a flat to Mrs C. The property was 
registered land in which at the time M. had no 
interest. Three months later the proprietor executed 
a transfer to M., who the same day granted a legal 
charge to a building society. The same month M. 
became registered as proprietor and the building 
society registered their legal charge. Mrs C. then 
went into and has remained in possession. The 
building society now claimed possession. 

The Court of Appeal held that the ‘lease’ related 
to a term which, under the Law of Property Act, 


1925, could only be created by a deed, and there- 
fore the agreement did not create a legal term and 
the ‘lessee’s’ interest was at most that of a con- 
tractor for a lease, with a right to specific perform- 
ance. The agreement was not, moreover, an agree- 
ment for a lease within the meaning of the Land 
Registration Act, 1925, and thus Mrs C. had not 
acquired an interest which took priority to the legal 
charge of the building society (City Permanent 
Building Society v. Miller and Another) (Law Times, 
August 22nd, 1952). 


Sale of Goods: Implied Warranty 

The plaintiff in Payne v. Smith (Law Journal, 
August 19th, 1952) bought a second-hand car from 
the defendant, telling him that he knew nothing 
about cars and that he needed a reliable car for a 
business he had bought. He found later that the 
brakes were faulty and that the engine consumed oil 
at a high rate. 

Judge Pratt (Torquay County Court) found that 
all the conditions of Section 14 (1) of the Sale of 
Goods Act, 1893, were fulfilled. Тһе buyer had made 
his position clear, that he relied on the seller's skill 
and judgment, and the implied warranty had not 
been fulfilled;:accordingly the plaintiff was entitled 
to judgment. 

Will: Uncertainty 

A testatrix made it a condition that every residuary 
beneficiary should take up permanent residence in 
England. It was held by Roxburgh, J., that the word 
‘permanent’ meant making England one's permanent 
home, i:e. remaining in England till one died. Thus 
the phrase had sufficient quality of precision and 
distinctness for the defeasance clause to be valid 
(Ке Gape's Will Trusts; Verey and Another 9." Саре 
and HR (Law Times, August 22nd, 1952). 


Will: Domicile : 
The testator in McBride' Trustees (Law Journal, 
August 22nd, 1952) was a Scot who acquired an 


"English domicile of choice, but whose will was 


executed in Scotland with five codicils executed in 
England. The will provided, inter alia, that, not- 
withstanding his English domicile, if one of his sons 
should repudiate the provisions in his favour, he 
should be entitled to claim against the estate the 
rights to which he would have been entitled if the 
testator had been domiciled in Scotland. 

The First Division of the Court of Session decided 
against certain beneficiaries who claimed that the 
will should be construed according to the law of 
Scotland. The lex domicilii applied and there was 
nothing in the will to show that this was displaced. 
The law of Scotland applied only to the gift in 
favour of a son who should repudiate the provisions 
of the will in his favour. 


A 
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Will: Testator’s Signature 


Willmer, J., had to decide in In the Estate of Harris, 
decd.; Murray v. Everard (Solicitor? Journal, August 
30th, 1952) whether the later will of the dceased 
could be admitted to probate. The instrument was 
on a sheet of paper headed ‘My last will anc. testa- 
ment’, below which and to the right was ћег signa- 
ture, and below which again were the bequests. On 
the right of these, but written at right-arzles to 
them, were the signatures of the witnesses. 

The learned judge said that he had to decide 
whether, within the meaning of Section 1 of tLe Wills 
Act Amendment Act, 1852, it was apparent on the 
face of the instrument that the deceased inteaded to 
give effect by her signature to the instrument as a 
whole. He felt bound to follow the Court of Appeal 
decision in Re Stalman, Stalman v. Tones ([1931] 
W.N. 143) and decided that the testatrix's siznature 
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was not so placed that he could give effect.to the 
instrument. 


Sale of Land: Bankruptcy of Purchaser 


A. agreed to sell a property to B., for completion 
on November 3otb, 1951, and B. paid the necessary 
deposit. On November 21st B. committed an act of 
bankruptcy and on December 3rd A., by letter, 
repudiated the contract and forfeited the deposit. 
B. was adjudicated bankrupt on December sth. 
B.’s trustee sued A. for damages for breach of con- 
tract. Harman, J., held that A. was in breach. He 
was not entitled to treat the act of bankruptcy as an 
anticipatory breach; nor could he treat the contract 
as though time were of the essence and rescind for 
B.’s failure to complete. A. was thus liable in damages 
(Fennings’ (a bankrupt) Trustee v. King) (Law Times, 
August 22nd, 1952). 


CORRESPONDENCE 


Letters must be authenticated by the ncme and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree vith, or hold himself responsible for, the opinions expressed. 


"The Finance Act, 1952: Commencement 


Sir, - On page 289 of your issue dated Se»tember 
, 13th I read: 

*Paragraph 9 of the schedule directs that nothing 
in the preceding provisions of the schedile is to 
have effect where the "event" in question « ccurred 
Pe the commencement of the Act (Jaly oth, 
1952).' 

The date you quote (July 9, 1952) as tue com- 
mencement of the Act is of vital importance to me 
and I should be most grateful if you woule kindly 
tell me where I can find this in the Act in =0 many 
words. Yours truly, 

Crawley, Sussex. L. A. D. GELES. 


[No date of commencement appears in the ооу of 
the Act. Accordingly the Act commenced at the 
beginning of the day cn which it received tke Royal 
Assent, which day, as indicated immediately b: fore the 
preamble, was July об, 1952. —Editor.] 


Professional Etiquette: Advertisirg 

Sm, - May I, through your columns, d-aw the 
attention of fellow members of the professica to the 
following advertisement which appeared in a recent 
issue of a local paper under the heading of “Profes- 
sional’: 

‘Income Tax returns and appeals, perscnal and 

business; preparation of accounts, auditing; con- 

versions to private limited company; nancial 

control and general business advice at moderate 

charges by expert Qualified Accountant.— Apply 

Box etc.’ 

This seems to break all the rules which d termine 
a profession and would, I am sure, if brcught to 
the attention of the appropriate body, ensure that 
the advertiser would not be able to use the last two 
words of his description. 


While it may seem at first sight that the advertiser 
is gaining an unfair advantage over other prac- 
titioners in the area, I think that they can take heart 
from the fact that he must be finding it difficult to 
attract clients by the accepted method of providing 
the best possible service to those clients for whom 
he is already acting. 

'To avoid even the suspicion of publicity, I sign 
myself 2 

STICKLER. 


Professional Fees: Deduction for Income Tax 
Sir, – With reference to the query raised by Mr S. 
Bunting in your issue of October 4th, the test in each 
such case is whether or not the object of the expendi- 
ture was the securing of an asset or advantage of an 
enduring character — Atherton v. British Insulated & 
Helsby Cables Ltd ([1926] A.C. 205). In the case of 
both the items which he mentions, the answer to that 
question appears clearly to be in the affirmative, with 
the consequence that a deduction would not be 
admissible. There is a possible exception as regards 
the stock fee. Yours faithfully, 

Leicester. CECIL A. NEWPORT. 


Bank Interest and Charges 
Sir, ~ With reference to recent correspondence in 
your columns on this subject, I believe that if the 
banks adopted the device of actually crediting pro- 
ceeds only after an interval allowed for collection, the 
position would be clear to everyone and not only to 
the banker. The banks are obviously entitled to take 
the collection interval into account. I am however 
inclined to challenge the assumption that this interval 
is four days. If I pay a cheque to the credit of any 
account in the City of London today I have an idea 
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that my bankers will be including it the next day in 
the total of their claims ori other banks dealt with at 
the Clearing House. Therefore the account of any 
bank at the Bank of England will get credit that day 
for the cheque I paid in to the branch the day before. 
Possibly if I bank in a remote part of the country the 
cheque may take two days to reach the Clearing 
House but I still cannot see where four days come 
from. Obviously a day is required for my cheque to 
pass back from the payee’s headquarters to its branch ~ 
but surely that day does not count. 
Yours faithfully, 
London, SW20. W. F. WHELAN. 


Earned Income Allowance: Vicar’s Wife 


Sir, – Considerable attention has been given in the 
Press to the inadequate pay of many ministers of 
the church. In the case of a married vicar his wife 
usually takes an active part in helping with various 
church activities and yet receives no pay of her 
own and therefore cannot claim the married women’s 
earned income allowance. 


If the church council agrees to pay that portion | 


of the vicar’s emoluments which arise from the free- 
will offerings or gifts of parishioners, to his wife for 
her services instead of to him, would this entitle 
her to the wife’s additional allowance and thereby 
reduce his tax liability? 

I should be grateful to hear if any readers have 
been successful in claiming the allowance in such 
circumstances, 

Yours enn 

Earley, Reading. E. PEARCE. 


Fluctuating Price Levels 
Sin, – Professor B. J. S. Wimble’s paper on this 
subject, presented at the recent International Con- 
. gress, and published in your issue of August 16th, 
is of great interest, as also is Mr Jeffery English’s 
letter published on September 2oth. To the world of 
accountancy and business, the subject presents one 
of the main problems of the day; it would seem 
important, therefore, that no misapprehension should 
be allowed to stand. The first purpose of this letter 
is to point out that in the example given by Professor 
Wimble, the position at the end of the year in 
‘present-day’ currency (the only satisfactory cur- 
rency for published accounts) is in reality as follows: 


Gross profit from trading 
Less Expenses 
Depreciation .. 


Net profit from trading Ri 
Less Loss arising from inflation .. 


Net profit after allowing for loss from inflation 
Less Provision for taxation 


Balance available for dividend | 
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These figures, which differ from those given by 
Professor Wimble and those indicated by Mr English, 
call for several explanatory comments. 


be added to £3,000 to express the expenses, which 
were incurred while the index was at different levels, 
in currency at the date of the balance sheet. In this 


À 
In the first place, {x is the amount which must 


particular example, the value of x cannot be ascer- · 
tained, as the amount of expenses incurred at each ` 


level of the index is not known. 

Secondly, the term ‘present-day currency’ has 
been taken to mean currency at the date of the 
balance sheet. The main reason for this is that if, 
in the balance sheet, all the items are to appear in 
one currency, and the actual amounts of cash in 


hand and cash at bank are to be shown, the currency | 


used for the balance sheet must be that circulating 
at the date thereof. And the profit and loss account 
is part of the balance sheet. 

Thirdly, it would be merely coincidence if the 
amount of the expenses in currency at the date of 
the balance sheet, which I have expressed as £3,000 
+ £x, were, as has been stated, £3,500 – the amount 
obtained by assuming that, on the average, the 
expenses were incurred at the arithmetic average 
of the index levels with which the year commenced 
and ended. Similarly, it is wrong to think that by 


working on this assumption any of the other revenue ` 


items can, other than by coincidence, be expressed 
correctly in currency at the date of the balance sheet. 
If, for instance, the assumption is applied to a 
year's purchases of £16,500 (the figure in the example 
under consideration), and the index has altered 
during the year by 40 per cent (e.g. from 100 to x40, 
as in the example), an error of more than 12 per 
cent (about £2,700) is not unlikely, and the possible 
error is even higher. 

Fourthly, the problem set by the example, though 


one of accountancy and economics, is, so far as the | 
year's results are concerned, essentially one of mathe- 


matics. Therefore, on the ‘data given, there can be 
only one correct 'solution. This must consist of a 
profit from trading and a loss (not a profit) from 
inflation. 

Fifthly, the loss from inflation - which is а loss of 
purchasing power — arises solely on the net balance, 
at the time of each rise in the index, of those assets 
and liabilities (cash, debtors and creditors) the 


£ £ 
6,908 
3,000 + x 
840 


3,840 x . 
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monetary values of which cannot be affected by 
changing price levels. | 

Finally, the statements made in this letter are 
more than mere opinions. I would not make this 
assertion unless I were in a position to substantiate 
my statements and submit an accounting procedure 
: capable of coping without error with all the account- 
ing problems raised by changing price levels. The 
' quest for a solution to these problems, that can be 
proved correct and universally accepted, is absorbing 
much of the national effort. I feel, therefore, that it 
ought to be made known that the procedure I have 
evolved is the only one I have seen that gives results 
the accuracy of which can be established by mathe- 
matical calculation. Other advantages possessed by 
it are that, being completely methodical, it does not 
involve lack of continuity, such as a clean break 
from existing balances, which, so far as I can see, 
must occur in the case of the converted trial-balance 
method, and, further, that it can be applied in either 
of two ways, one of which allows profit and loss 
accounts to continue to be prepared (as part of the 
method) on the time-honoured ‘orthodox’ and 
‘historical’ basis. Finally, the procedure is simple 
and can be applied to all businesses, whether old 
or new. Yours faithfully, 

Boston, Lanes. LEONARD HUGHES. 


Sir, — I read with interest Professor Wimble’s article 
on annual accounts in a period of ‘Fluctuating price 
levels’, appearing in your issue of August 16th, 
1952, and while agreeing in principle with his theory 
of conversion accounting, there is one point that 
seems to require explanation. Perhaps the best way 
to illustrate this point is by means of an example. 

Assuming all the data regarding the. index of 
inflation as given in Professor Wimble’s article, let 
us take the case of a company which has not traded 
. at all during the year. At the beginning of the year 
its balance sheet was simply: 

Capital and reserves £5,000; stock £5,000. 

Converting this balance sheet (which is also the 
balance ‘sheet at the end of the year) to present-day 
currency at the end of the year, i.e. converting from 
100 to 140, we get: 
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Now let us assume that the company sold its stock 


| for £5,750 on the first day of the fourth quarter 


(ie. at adjusted cost price of 115 per cent), and 
immediately purchased an article identical in all 
respects for £5,750. The year-end trial balance now 
appears as in the example at the foot of the page. 
From the trial balance, it is obvious that a loss of 
£692 will have been sustained on trading, and the 
balance sheet at the end of the year in present-day 
currency would be: £ £ 
Capital and reserves .. . 7,000 Stock 6,192 
Less Loss on exchange £116 
Loss on trading 692 








£6,192 


When compared with the balance sheet obtained 
when no trading was carried on, the implication is 
that, by trading, the company has lost £692, whereas 
had it not traded it would have lost nothing. The 
absurdity of this is apparent when it is realized that 
the stock in each case consists of an identical object. 

" The illustration seems to give the lie to Professor 
Wimble’s assertation that to adopt different indices 
of inflation for different types of assets would 
result in the same error as that committed by the 
advocates of replacement accounting. At the same 
time there appears to be a certain amount of truth 
underlying Professor Wimble’s theory. 

It would be interesting to see if any readers could 
suggest a solution to this problem. 

Yours faithfully, `. 
R. C. WARREN: 














, Overport, Durban. 


Eternal Revenue? 

Sir, - Now that the Inland Revenue's ‘anti-evasion’ 
campaign is in full swing, we feel that the following 
extract from a letter received in this office from a local 
Inspector of Taxes recently, should be a warning to 
your readers that a branch office has now been opened 
in the ‘nether regions’. 

RE: Miss ‘X? (DECEASED) 
Dear Sirs, ‘I thank you for your letter. I expect to be 
able to discuss final figures with you and your client at 
an early date.’ Yours faithfully, 





'. Capital and reserves £7,000; stock £7,000. ` London. H. YOUNG & CO. 
| Historical Rate Present-day currency 
| . + + £ 
Opening stock 5,000 . 100 to 120 6,000 
Purchases 5,750 120 ,, 120 5,750 
Sales 5,750 I20 ,, I20 . 5,750 
Closing stock 5,750 130 ,, 120 5,308 
Capital and reserves 5,000 ^ IOO ,, 140 7,000 
Closing stock 5,750 130 ,, 140 6,192 
| £16,500 ` £16,500 £17,942 £18,058 

Loss on conversion 116 > : 

` £18,058 418,058 





(It is immaterial, in this example, what rate of conversion is used for purchases and sales as They are equal 


and opposite.) 
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COST ACCOUNTANTS AND MANAGEMENT 
SOME ASPECTS OF FINANCIAL CONTROL 


'Two papers were given at the North Regional Confer- 
ence of the Institute of Cost and Works Accountants 
at Manchester last Saturday. One was by Mr F. С. 
Lawrence, M.C., B.SC.TECH., F.C.W.A., A.M.LE.E., who 
spoke on "T'he cost accountant's relations with manage- 
ment and men'. Mr Lawrence said that for a manager 
to lack understanding of fellow human beings was a 
crime and for that, among other reasons, a course of 
study in the observation of human effort.was a first 
essential to good management. It was almost univer- 
sally true to say that the average individual was half as 
capable again as he normally appeared to be and that 
this extra could be brought out by training and en- 
couragement. After discussing the cost accountant’s 
task in setting and maintaining standards of perform- 
ance, Mr Lawrence summed up the capacities needed 
by a‘cost accountant in his work as (a) accepting 
objectively the facts of a situation, (b) asking for 
unusual information, (c) analysing deviations, (d) 
devising means of introducing new ideas, (е) presenting 
a case, (f) appreciating different points of view, 
(g) effecting visual representation of facts, and (h) 
reconciling a plan with fluctuations. Three problems 
personal to everyone were to achieve the management 
standard, to imbue in clerical workers interest in their 
jobs, and to appreciate that a man and his machine 
should work as one unit. 


Cash Budget 


The subject of the other paper, presented by 
Mr L. Frankland, F.C.W.A., A.C.A., was ‘Some aspects 
of financial control’, Mr Frankland said that financial 
control in any organization centred round the bank 
balance and was usually expressed in a cash budget. 
Bound up with the cash position was the short-term 


investment policy for surplus funds. The immediate 
points always to be borne in mind were the current 
assets and current liabilities and the general financial 
structure of the company, particularly the ratio of 
share capital and reserves to fixed assets and long-term 
investments. More remote domestic factors constantly 
to be remembered were expansion or contraction of 
the company’s business activities, the replacement of 
fixed assets and changes in buying or selling policy. 
External factors which might affect the budget were 
shortages of raw materials, curtailment of the com- 
pany’s sales market, severity or relaxation of competi- 
tion, political events and consequences and currency 
fluctuations. During the last decade or so, the import- 


ance of the cash budget had increased appreciably 


because of high taxation, the need for stock-piling, 
slow payment by debtors, pressure by creditors for 
payment and, finally, inflation. f 


Preparation of Budget 


Mr Frankland submitted two specimen consecutive 
balance sheets of a manufacturing company and pre- 
pared therefrom a budget, explaining the details, item 
by item. To enable a budget to be prepared promptly, 
the minimum requirements of the company’s book- 
keeping system were, (a) the daily ascertainment of 
the bank balance, (b) prompt ascertainment of stocks, 
debtors and creditors, (с) monthly trading' and profit 
and loss accounts with cumulative totals, and (d) a 
record of all unusual payments to be made at a later 
date. Mr Frankland concluded by considering the 
Short- and long-term actions to be taken when a cash 
budget, prepared for a period of five to ten years 
ahead, showed either a probable surplus or probable 
deficiency of funds. . 


NOTES AND NOTICES 


'The Institute of Chartered Accountants in 
England and Wales 


The following is a list of Associates elected to Fellow- 
ship and applicants admitted to membership at the 
Council meeting held on October rst, 1952, who 
completed their Fellowship or Membership before 
October 14th, 1952. 


Associates elected Fellows - 

Bird, Leslie William, M.c.; 1919, A.C.À.; 118-119 Newgate 
Street, London, EC1. 

Fellows, Cecil Harry; 1932, A.C.A.; (Fellows, Crabb & Co), 
19 Southampton Place, High Holborn, London, WCr. 

Garland, Patrick John; 1940, А.С.А.; (A. E. Sherry, Garland 
& Co), 36 Waterloo Street, Birmingham, 2. 

Groom, Johr Richard; 1938, A.C.A.; (*Pannell, Crewdson 
& Hardy), and (*Tunbridge & Groom), 6 South Quay, 
Great Yarmouth, and at Norwich, 

Hammond, Edward Winstone; 1926, A.C.A.; Monument 
Chambers, Prebend Row, Darlington. ' 

Holland, William; 1946, A-C.A.; (Clarke, Pickering & Со), 
23 Bedford Row, London, WC1. - 


* placed against a Firm Name signifies that the Firm is not 
exclusively composed of members of the Institute. 


Johnson, William Edwin; 1932, А.С.А.; (+7. & J. Sawyer & 
Co), 31 Budge Row, Cannon Street, London, EC4. 

Lambard, Ernest George; 1940, A.C.A.; (Cooper & Cooper), 
27-28 Finsbury Square, London, EC2, and 21. Mincing 
Lane, London, EC3; also at Bolton and Manchester. 

Nicholls, Ernest James; 1940, A.C.A.; (Ernest J. Nicholls 
& Co) St Stephen's Chambers, Telegraph Street, 
Moorgate, London, EC2, and at Croydon. PS 

Toulmin, Godfrey Clode; 1929, A.C.A; (*Carpenter, 
Arnold & Turner), Regent House, Princes Place, North 
Street, Brighton, 1, and at Chichester, Horsham, Lewes 
and Steyning. 1 

Whyman, Douglas Alexander; 1938, A.C.A., (*Arnold 
Watson & Co), 74 Corporation Street, Manchester, 4. 

Whyman, Thomas; 1919, A.C.A.; (*Arnold Watson & Co), 
74 Corporation Street, Manchester, 4. 


Admitted as Associates 
(Not in Practice) 
Barrington, Kenneth Charles Peto, 52 Claremont Road, 
London, W13. 
Bowman-Vaughan, Michael John, with *Jackson, Taylor, 
Abernethy & Со, 24 St Mary Axe, London, EC3. 
Hoggan, Leslie Proudfoot, Wayside, Beech Avenue, 
Worcester, 
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Masters-Thomas, Peter Geoffrey, with A.-A. Lowe (А; 
Assheton Lowe & Со), 194 Coleman Street, London, ЕС2. 

Powell, Wilfred Ralph, with Larking & Larking, 31 St 
George’ s Place, Canterbury 

Snape, Harold Keith, в.сом., M with Alfred G. Deacon & Co, 
395 Corn Exchange Buildings, 27 Fennel Street, Man- 
chester, 4. 

Steele, Harold Arthur, B.com., with Sharp, Parsons & Co, 
120 Colmore Row, Birmingham, 3. 


* (Not in England or Wales) 


Henderson, John Alan; with *Price Waterhouse & Co, 
Koninginnegracht, 86 T'he Hague, Holland. 


Personal 
Messrs МАСМАІВ, Mason, Evans & Co, Chartered 
Accountants, announce that as from September 29th 
they have removed their offices from 4-London Wall 
Buildings, London, EC2, to Capel House, 62 New 


Broad Street, EC2. The telephone numbers, London, 


Wall 4687-4688, remain unaltered. 

Messrs MACDONALD, Stewart & Co, Chartered 
Accountants, of 104 West George Street, Glasgow, 
C2, announce that they. have assumed Mr STEWART 
SAMUEL CRABB, C.A., as a partner as from October 1st, 
1952. 


49 Queen Street, Wolverhampton, announce that 


they have admitted as a partner Mr GRAHAM ST. 


CLAIR WYCHERLEY, A.C.A., who has been associated 
with them for eight years. The practice will be con- 


tinued at the same address without change of name.. 


Messrs ViNEY, Price & GoopvzAn, Chartered 
Accountants, of Empire House, St Martin's-le-Grand, 
London, ЕС1, announce that as from October rst, 
1952, they have admitted to partnership Mr 
LAWRENCE FRANK DURMAN, A.C.A., and Mr ARTHUR 
BRIAN WILSON, A.C.A.. The name of the firm will 
remain unchanged. 


Professional Notes 
Mr Lawrence W. Robson, F.C.A., F.C.W.A., senior 
partner in the firms of Blackburn, Robson, Coates & 
Co, Chartered Accountants, and Robson, Morrow & 


Co, has been appointed deputy-chairman of Associ- | 


ated British Engineering, one of the companies of the 
Brush Aboe Group. Mr Robson is a member of the 
Council of The Institute of Chartered Accountants in 


Institute of Cost and Works Accountants. 

Mr fan T. Morrow, C.A., F.C.W.A., AT.LL, 
F.R.ECON.S., a director of the Brush Electrical Engin- 
eering Co Ltd, and a financial director of thé Brush 
Aboe Group of the company since December 1951, 
has been appointed deputy managing director of 
the Brush Aboe Group. 


THE. ACCOUNTANT 


Messrs Moras & Co, Chartered Accountants, of. 


461- 


"Mr J. L. Hardie, c.a., a partner in the firm of 
Hardie, Caldwell Ker and Hardie, Chartered. 
Accountants, of Glasgow, has been appointed to the 
board of Electrical Switchgear and Associated 
Manufacturers, a subsidiary of Metal Industries, of 
which he is a director. 

Mr S. A. Wetherfield, O.B.E., B.A., A.C.A., bur been 
appointed a director of John Lewis Properties Ltd, 
and of Suburban and Provincial Stores Ltd. 


Obituary 
RICHARD HENRY LORD, F.C.A. 


We have learned with regret of the death of. Mr 
Richard Henry Lord, F.c.a,, on September 25th,. 
at the age of 74. Mr Lord was a partner in the firm 
of J. B. Boyd, Wrigley & Co, Chartered Accountants, 
of Manchester and Buxton, ‘and of ‘Wrigley, ie 
Todd & Co, of London and Guildford.  : 

Admitted an Associate of the Institute in: 1902, 
he became a partner in J. B. Boyd, Wrigley. & Co in 
January 1919. He was elected a Fellow of ‘the Insti- 
tute in 1926. · 

‘Mr Lord held many important offices connected 
with the Methodist Church at Lytham and Man- 
chester, and was actively interested in a number of 
charities. . 


^ 


. Income Tax: P.A.Y.E. 


A leading article in last week's issue of The Accountant 
dealt with the recent Board of Inland Revenue 
announcement of a simplification of P.A.Y.E. pro- 
cedure in respect of certain departing employees. 
'The new procedure is introduced under Statutory 
Instrument 1952 No. 1758, entitled the Income Tax 
(Employmenjs) (No. 4) Regulations, 1952,! which 
came into operation on October 6th, 1952. The 
explanatory note to the regulations reads as follows: 
“These Regulations provide for a new method of 
notifying employers (by “code cards") of the codes of 
certain employees and of the cumulative pay in their 
previous employment. Code cards will reduce work in 
tax offices in dealing with employees who although their 
rates of pay are sufficiently high to bring them within 
the P.A.Y.E. scheme, are not liable to pay income-tax 
by reason of the size of their personal allowances. 


London and District — 

Society of Chartered Accountants 
CENTRAL LONDON (West) Discussion GROUP 
The initial meeting of the Central London (West) 
Discussion Group of the London and District 
Society of Chartered Accountants was held on 
Thursday, October 2nd, and was attended by 
25 persons. At the conclusion of formal business a 


1 H.M.S.O., за net. 
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discussion on ‘Revaluation of fixed assets’ was intro- 
duced by Mr J. L. Fraser, A.C.A. | 
The next two meetings of the Group аге to be 


held at The Lamb and Flag, 33 Rose Street (off 


Garrick Street), Covent Garden, WC2, on October 
29th and November 25th, when the topics to be 
introduced will be "The form and content of published 
accounts’ and ‘Budgetary control’. ` 

At present there arè 35 members of the Group; 
the convenor is Mr A. Child, T.D., B.COM., A.C.A., 
Hillmount, ọ The Woodfields, Sanderstead, Surrey, 
from whom full information may be obtained by 
ańy member of the Society who may be interested 
in the Group. 


Liverpool Society of Chartered Accountants 
| E GÒLF COMPETITION 
The annual golf competition of the Liverpool Society 
of Chartered Accountants was held at Woolton Golf 


Club on October 2nd. Fifty-one cards were taken out 


and the results (Stableford scoring) were as follows: 


Society's Challenge Cup: W. P. Scowcroft znd C. C. 
Taylor tied with 36 points each, the tie to be decided by 
play-off. : 

President's and Vice-President's Prizes: To be awarded 
on the result of the play-off for the Challenge Cup. 

Articled Clerks’ Prize: Won by D. M. Stern – 37 points ~ 
after a tie with D. S. King, decided on the Lancashire Golf 
Union rules. : - . - 

Sweep: First and second divided between D. M. Stern 
and D. S. King; third divided between W. P. Scowcroft 
and C. C. Taylor. - ; ; | 

Other Scores: L. King, 35 points; P. F. Rogers, 35; G. N. 
Fulton, 34; K. H. Mackenzie, 33; S. B. McQueen, 33; 
D. McLay, 33; J. A. Colvin, 32; W. R. Fairclough, 32; 
R. N. Roberts, 32; J. A. Appleton, 31; J. S. Johnson, 31; 
K. G. M. Harding, 31; J. H. Worrall, 31; P. Knight, 31; 
C. S. Carter, 30; E. S. Behn, 28; J. W. Clare, 28; F. Jackson, 
28; T. A. Macfarlane, 28; S. Colvin, 27; G. F. Elsworth, 27; 
T. A. Aizlewood, 27; W. A. J. Parkinson, 27; W. E. R. 
Short, 27; F. D. M. Lowry, 27; H. K. Turner, 26; J. A. 
Foulds, 26; K. G. Lyon, 26; W. S. Wicks, 26; P. E. Wallis, 
25; Н. C. Mounsey, 25; T. White, 25; V. P. Cowden, 25; 
G. H. Low, 25; I. F. D. Hill, 24; G. F. Saunders, 23; 
G. J. Chibbett, 22; W. C. Caldwell, 20; V. A. Sola, 18; 
G. Howarth, 18; E. S. Browne, 17; L. R. Turner, 13. 

Putting (18 holes: J. A. Colvin, F. D. M. Lowry, 
and V. A. Sola, tied with a score of 35. 


In the evening a dinner was held in the club house 
with Mr G. N. Fullagar, President of the Society, 


presiding. Thirty-six other members were present, - 


апа also Mr W. M. Ingles, Captain of Woolton Golf 
Club, and Mr J. F. Clegg, President of the Club. 


'The Chartered Accountant Students' 

. Society of London 
The following three evening meetings in the London 
Students’ Society’s autumn lecture course on Cost 
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Accounting, which was announced in our issue of. 


October 11th, are to take place in the Small Hall of 
Kensington Town Hall, High Street, Kensington: 


October 20th, 5.30 p.m.: ‘Control, valuation and charging 
of material’, by Mr B. Cawdron, a.c.a., Chief Account- 
ant, The Metal Box Co Ltd. А 

November roth, 5.30 p.m.: “The installation of a costing 
system’, by Mr Lawrence W. Robson, F.C.A., F.C.W.A. 

November 17th, 5.30 p.m.: ‘The principles of standard 
costing and budgetary control’, by Mr K. W. Bevan, 
A.C.A., Chief Accountant, British Overseas Airways 

- Corporation. 


Birmingham Chartered Accountant 
| Students’ Society. 


WEEK-END RESIDENTIAL COURSE 


A week-end residential course arranged by the joint: 


committee of the Birmingham and District Society 
of Chartered Accountants and the Birmingham 
Chartered Accountant Students’ Society was held at 
Ashorne Hill, near Leamington Spa, from October 
3rd to 6th. 

The course, which was. intended primarily for 
those sitting at the Institute's November examina- 
tions, was attended by 97 students – of whom 40 
were Final and 57 Intermediate candidates. Two 
lectures were given each day and following these the 
students assembled in groups of eleven or twelve 
for discussion. | . 

'The third to be held at Ashorne Hill, the course 
was most interesting and instructive, and it is hoped 
that a similar one will be held next autumn. 


Recent Publications 


DANGER FIGURES FOR PRODUCTION MANAGEMENT. 28 pp. 
9 X 6. Paper cover. 35 6d net. British Institute of Manage- 
ment, London. 

Tue FINANCE ACT, 1952, including excess profits levy. A 
summary for engineers. 12 pp. 84 X 54. 3s 6d net. 
Engineering Industries Association, London. 


ANNOTATED TAX CASES 
Edited by Rov BORNEMAN, Q.C. 
Published on the first Saturday after the 20th 
of each month. Reports of Income-Tax, Sur-Tax, 
Profits Tax, E.P.T., Death Duties and Stamp Paty 
Cases decided in the Courts of England and Scotland. 
The reports contain a lucid summary of the cases and 
a full report of the judgments, together with explana- 

tory notes on the decisions. 
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PROFESSIONAL FEES 


N another page of this issue we publish the scales of 

professional charges recommended to members of the 

Federal Institute of Accountants in Australia when fixing 
fees. These are divided into two categories — the rates suggested 
by the Institute for such work as audits and investigations and 
those fixed by statute for receiverships and liquidations. Accurate 
comparison of the former with accountants' charges in the United 
Kingdom is not possible, partly because of differences in exchange 
and partly because no new scales have been recommended in this 
country by the profession since the war. In 1939, the usual rate for 
a principal's time on audits ranged from seven to fifteen guineas 
for a day of seven hours. Managing clerks, if qualified, were rated 
at five guineas per day and other clerks at from опе and a half to 
four guineas. The Council of The Institute of Chartered Account: 
ants in England and Wales expressed the view in 1945 that a 


substantial increase in fees and charges based on these pre-war 


recommendations was justifiable. 

It is likely, thérefore, that in practice the British and Australian 
scales do not differ appreciably. What is more important, the 
profession in both countries agrees that charges should be based 
not on the fortunes, good or ill, of the client's business, but ori 
time actually spent. It will be noted that the Federal Institute 
points out that members should not calculate their fees on any 
basis which ‘depends upon the success or otherwise of the work 
undertaken’. The profession in this country takes a similar view. 
In 1935, the Council of The Institute of Chartered Accountants 
in England and Wales passed a resolution to the effect that any 
member undertaking tax work on the understanding that hé 
should be remunerated by a percentage on the sum recovered or 
receive no remuneration if no recovery were forthcoming would 
be liable to be regarded as acting discreditably. The observance by 
all members of this dictum is fundamental as the policy of pay- 
ment by results is completely contrary to professional ethics. 

In cases where the scales of remuneration are fixed by statute, 
comparison between the two countries is also difficult. Australian 
law seems to favour a straight 5 per cent on the gross proceeds of 
receiverships and liquidations. In this country, similar remunera- 
tion is generally based on a sliding scale. Readers with a flair for 
statistical analysis may care to work out examples to see which 
half of the world, geographically, fares the better financially by 
these differing arrangements. 

Such an exercise would be interesting although its con- 
clusions would have to be regarded as tentative because any 
general assessment of the respective rates would have to take 
into account other considerations besides purely financial ones. 
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CONTROLLER OR COMPTROLLER? 
COST ACCOUNTING AND PRODUCTIVITY 


URING the summer of 1950, the 
D» Assistance Group of the 

Organization for European Economic 
Co-operation were considering the place of 
industrial accountancy in relation to production, 
and on their recommendation it was decided to 
send a technical assistance mission to the United 
States of America to study the service which 
American accountants give to industry and the 
use which industry makes of that service. 

It was not the first team to study industrial 
accountancy in the United States of America 
under E.C.A. auspices. In May and June of 1950, 
a British team visited America, and published a 
report under the title of ‘Management Accounting’ 
which has received wide-spread attention not only 
in this country, but also oversea. 

A French mission also visited America in April 
and May 1951, and it would not be surprising — 
although an error of great magnitude — if a lack- 
lustre eye were turned on the report of the 
O.E.E.C. mission now published.’ It commends 
itself in the first place by a quite admirable brevity 
and lucidity, and an almost Biblical simplicity in 
the use of the English language, of which, no 
doubt, Sir Ernest Gower would whole-heartedly 
approve. There may be some connexion between 
this and the fact that thirty-four men from eleven 
countries took part in the mission, out of whom 
only five- one British and four Irish – could 
consider English as being their native language. 


The other nations represented were Belgium, 


Denmark, France, Greece, Luxembourg, Nether- 
lands, Norway, Sweden and Turkey. 


The Great American Productivity 
In the second place, the report is commendable 
in that while claiming that the practice of cost 
accounting has contributed much to the great 
American productivity, it does not claim too much 
for it. It places cost accounting in its right per- 

spective in its conclusions in Chapter IX. 
The report lists, in Chapter IX, seven principal 
factors causing high productivity in America, of 
which one is the organization and efficiency of 





2 Cost Accounting and Productivity, published by the 
Organization for European Economic Co-operation, Paris. 
Available from H.M.S.O. price 4s 6d (by post, 4s 1od).. 


management. On the subject of organization, it 
lists four factors from which it has benefited, of 
which two are: | 

‘the work of the controller and his department who 

are responsible not only for the speedy compilation 

: of cost figures and statistics but for their appre- 
ciation and presentation to management’. 
and 

‘the use of budgets for planning and conirolling 

operations and developmients in the medium and 

long term’. 

The main differences between cost accounting 
in America and Europe, the report states, lie not 
in the accounting technique but in the purpose for 
which cost accounting is used, the extent to which 
standards and, budgets are used, and the wide- 
spread demand of management for cost accounting 
services to meet its need. Many people in this 
country would agree that good accountancy is the 
product of good management and a good account- 
ant, and that inadequate accountancy, where it is 
found to exist, is as much the result of inadequate 
management as it is of ill-trained accountants. 


The Role of the Controller 
American management itself is satisfied that one 
of the sources of its own efficiency is the full use 
it makes of cost accounting, and symptomatic of 
this is the importance attached to the post of 
controller. Before 1930, the report states, Ameri- 
can companies employed, generally under the 


supervision of «ће treasurer, a ‘comptroller’ or 


‘chief accountant’, emphasis being laid on his 
recording function. Since that date, and no 
doubt arising from the great economic crisis of 
1929-1933, the tendency has been to create a 
post of ‘controller’ with the emphasis more on 
‘control’ than on the recording function. The 
controller’s position in American industry is one 
at the very top level of management. 

In this country it is doubtful whether there 
would be such ready acceptance of the use of the 
word ‘controller’, implying as it does a degree of 
authority far exceeding even that accorded by 
Americans to their controllers. There is perhaps 
some wisdom in retaining the term ‘comptroller’, 
which of itself implies not only a controlling 
function, but also implies a responsibility for the 
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accounting function which is no less important a 
part of the comptroller’s function. Nevertheless, 
the best management in this country recognizes 
the comptroller as an important part of the top 
level management team and would not dissent 
‘from the recommendations of the mission that 
‘The conception of controllership should be 
encouraged’. 


The Importance of Budgeting 

Great importance is attached in America to 
accurate and scientific budgeting, the report 
states, and the use of budgets as a means of 
managerial control is becoming universally 
accepted. Although budgetary control is on the 
increase in this country, the function and value 
of budgets are insufficiently appreciated. Few 
European firms, the mission states, draw up 
budgets in the meticulous way that American 
firms do, or use them as an instrument of manage- 
ment control. The notion of a budget as a plan of 
operation is most important, in which it differs 
markedly from budgets of public services, the 
. main purpose of which is to fix allocations which 
spending departments must not exceed. 

It is this country which introduced budgets of 
expenditure for Government departments, and 
thinking in this country is very largely conditioned 
by that conception of budgeting. Failure to 
appreciate the industrial conception of budgeting 
as a plan of campaign, or as a means of marshall- 
ing the resources of thé organization so that they 
may be deployed to the best advantage, has been a 
great disadvantage. Still less have we, as a nation, 
fully appreciated the advantages of budgeting as 
an instrument of control or as a means of delegat- 
ing authority. That such an appreciation of 
budgeting is now on the increase in this country 
is undeniable, but the attitude of mind which 
treats budgets as ‘crystal-gazing’ or as inflexible 
limitations of spending is still all too widespread. 


Cost Practice in. America 
The primary purpose of cost accounting in 
America appears to be to assist management to 
control costs and to create or intensify an aware- 
ness of the importance of costs to the well-being 
of the company. 'The ascertainment of a product 
‘unit cost is regarded as being of secondary import- 
_ ance. Speed in presentation of control figures is 
also looked upon as being more important than 
meticulous accuracy, and, according to the mis- 
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sion, less importance is attached in America than 
in Europe to precise reconciliation with the 
financial accounts. 

This emphasis on cost окна and speed. in 
presentation tends toward cost practices which 
may seem rather incomplete in some respects and 
over-elaborate in others. But if some companies 
find that they can achieve their primary purpose 
of cost control by an incomplete system of costs, 
many others, the report states, find a complete 
system reconciled with their financial accounts 
more suitable for their use. 

The mission saw a variety of systems based on 
actual or standard costs in use in America but the 
accounting techniques were broadly the same as 
would be used in similar systems in Europe. It 
was not the method but the purpose for which the 
figures were used that was different. 

One of the recommendations of the mission is 
that national associations of employers and 
accountants should be invited to take the lead in 
advancing knowledge of the value to industry of 
modern costing methods. Admirable though this 
is, and few would be found to dissent from it in 
principle, it may have little practical effect if, as 
the report itself suggests, it is the attitude of mind: 
of managers towards industry in general and. 
accountancy in particular which is all-important.. 
If, as the report states, accounting techniques in. 
America are little different from those in use in. 
Europe, there is little point in preaching the virtue 
of those techniques to persons who are · already: 
aware of their existence. 

"Апу practising accountant will be aware not. 
only of the difficulty. but of the dangers of ‘selling’ 
a costing system, however good, to an unwilling 
buyer. Costing systems thrive when increasing 
demands are made upon them, and many a: 
potentially good costing system has been thrown 
on the scrap heap solely because management has. 
been unable or unwilling to make good use of the 
information it offered. This is not necessarily an 
implication of bad management. There are deep 
philosophical differences between American and 
European industrialists which make the one more 
ready to accept such systems than the other, and: 
although the report of the O.E.E.C. mission 
recognizes the existence of those philosophical 
differences, it is perhaps a little sanguine that they 
can be overcome by preaching the gospel of good 
costing. 
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Reserves of Marketing Boards 

ECTION 29 is a long section of limited 
See interest. A marketing board within 

the section which trades in its commodity 
can deduct from. its assessable profit the sums 
which it has to pay into a reserve fund in con- 
nexion with a price maintenance scheme, With- 
drawals are to be treated as trading receipts, 
except in so far as they are paid to the State or are 
distributed to producers (Section 29 (1) (a)). In 
the latter event they are treated as trading receipts 
of the producer (Section 29 (x) (5)). 

Before Section 29 (1) can apply to the reserve 
fund, it must satisfy the three conditions laid 
down in Section 29 (2). These are that all with- 
drawals must be sanctioned by the appropriate 
Government authority, that the fund is to be 
applied primarily in repaying State advances 
made under a price maintenance scheme, and 
that unapplied sums in the fund must be dis- 
tributed to the producers at intervals fixed under 
an official scheme. 

Section 28 (3) (a) defines ‘marketing board’ as 
a body of persons established under statute to 
regulate the marketing of a particular com- 
modity, in the interests of the producers, or a 
class of producers, of that commodity. It was 
announced in the House of Commons on May 
1gth, 1952, that the Wool Marketing Board 
was the only board within the section. 

‘Producer’ includes a person who produces 
one type or quality of the commodity from 
another. It also includes a former producer and 
his personal representatives (Section 29 (3) (4)). 
A payment made to a producer after his trade 
lias ceased is treated as though it were made on 
the date of cessation (Section 29 (4)). The section 
is retrospective to 1950-51 (Section 29 (5. 


P.A.Y.E. Deductions: Priority ii in 
Bankruptcy etc. 
The Crown’s well-known priority for one year’s 
taxes іп bankruptcy, liquidation and in the 
appointment of a receiver under a floating charge, 
was not specifically provided for in the legisla- 
tion which required an employer to deduct tax 
from remuneration and to pay it over to the 
Inland Revenue. Regulation 30 of the Income 


Tax (Employments) Regulations, 1950, made . 
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by the Inland Revenue, purported to grant the 
Crown priority in respect of the aggregate net 
P.A.Y.E. deductions which an employer was 
entitled to make in the twelve months preceding 
the relevant date, i.e. the commencement of the 
bankruptcy, liquidation, or the appointment of a 
receiver. Subsequently the Inland Revenue were 
advised that they had acted ultra vires in making 
this regulation and it was accordingly rescinded. 
The regulation now reappears in substantially 
the same words as Section 30 of the Finance Act, 
1952. However, it is not to apply where the 
relevant date occurred before July gth, 1952. 


Place of making Sur-tax Assessments 
Section 31 corrects another weakness in regula- 
tions made by the Inland Revenue. Regulation 4 
of S.R. & O. 1928, No. 610, provides, inter alia, 
that ‘sur-tax shall be assessed arid charged at the 
office of the Special Commissioners, London’. 
Some time ago the assessing department of the 
Special Commissioners was transferred to offices 
at Thames Ditton, since when assessments have 
been made there. Presumably the necessary 
alteration in the Regulations was either overlooked 
or not appreciated. One individual sur-tax payer, 
who must be a worthy upholder of the traditions 
established by the redoubtable Mr Gipson 
Bow es,? pointed out that in view of Regulation 4, 
all assessments made at Thames Ditton must be 
bad. The thought of millions of invalid assess- 
ments must have caused some consternation in 
the minds of their perpetrators and the matter is 
now set right by Section 31 which retrospectively 
validates all the assessments. 


Prohibition of Deduction of Profits Tax 
Section 33 (1) prohibits the deduction, in 
arriving at profit for income-tax, of profits tax 
for any period after December 31st, 1951. It 
applies to the year 1951—52 and. subsequent 
years. Similarly, payments of profits tax for any 
period after 1951 are not to be treated, for 
income-tax purposes, as expenses of management. 

Section 76 (8) and Part IV of. the Fourteenth 
Schedule effect, inter alia, some consequential ` 
repeals of provisions relating to the deduction . 


See Bowles v. Attorney-General ([1911] 5 T.C. 685); 
Bowles v. Bank of England ([1912] 6 T.C. 136). 
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of profits tax for income-tax purposes. The 


. repeals are confined to profits tax paid for charge- 
able accounting periods after 1951. They extend 
to Section 38 (3) of the Finance Act, 1947 (profits 
tax reimbursed by a subsidiary to its principal), 
Section 141 (2) of the Income Tax Act, 1952 
(repayment of income-tax), and Section 425 (7) 
(expenses of management). 


Lloyd's etc. Underwriters and Profits Tax 
The prohibition on the deduction of post-1951 
profits tax in arriving at income-tax profit extends 
to underwriters who have adopted the special 
arrangement set out in the Twenty-first Schedule 
to the Income Tax Act, 1952, and who are 
accordingly chargeable to profits tax. 

However, the blow is softened in their case by 
their being in effect permitted to treat the profits 
tax as the net amount of an annual payment. That 
is, it is to be grossed up at the standard rate and 
then deducted in arriving at the underwriter's 
total income for sur-tax purposes (Section 67 (2)). 
The profits tax to be taken is that charged for 
the underwriter's basis period for the year of 
assessment, i.e. normally the profits tax for the 
accounting period ended in the preceding tax 

‘year. If the chargeable accounting period does not 
coincide with this basis period, the profits tax is 
to be apportioned on a time basis. 

Section 67 (1) increases the amount which an 
underwriter can pay under deduction of tax into 
his special reserve fund under the arrangements 
referred to. The new maximum is £5,000 or 35 
per cent of the profit whichever is the less ‘or such 
less sum as may be specified in the arrangements’. 


Sur-tax on Companies 
Where the Special Commissioners make a direc- 
tion under Chapter III of Part IX of the Income 
Tax Act, 1952, apportioning the undistributed 
income of a company among its members, it 
normally has no liability to profits tax or excess 
profits levy. However, there may be such liability 
if the direction does not extend to the whole of 
the chargeable accounting period. In those 
circumstances the company enjoys special treat- 
ment similar to that granted to underwriters by 
Section 67. Section 68 (1) allows the company to 
gross up the profits tax (or excess profits levy) 
at the standard rate of income-tax and to deduct 
' the gross amount in computing its total income 
for the purpose of sur-tax. The profits tax (or 
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excess profits levy) to be taken is that for the 
chargeable accounting period ended in the income- 
tax year. Section 68 does not apply to profits tax 
for a period prior to 1952. Section 68 (2) makes a 
consequential amendment to Section 262 (2) (a) 
of the Income Tax Act, 1952. 

Since excess profits levy may subsequently be 
cancelled or reduced by a deficiency, Section 68 
(4) makes it clear that corresponding adjustments 
are to be made in the sur-tax liability, even though 
the time-limit for making additional assessments 
has expired. It follows that as long as excess 
profits levy continues, the sur-tax liability may 
never become final. | | 

Section 68 (5) contains a provision similar to 
the repealed Section 38 (3) of the Finance Act, 
1947. Briefly, where a subsidiary reimburses to 
its principal the subsidiary’s share of group excess 
profits levy, the reimbursement is to be treated as 
a direct payment of levy and as a reduction of the 
principal company’s liability, with corresponding 
effect on the companies’ sur-tax liabilities, if any. 


Double Taxation Relief 

The prohibition of the deduction of post-1951 
profits tax in arriving at income for income-tax 
purposes involves a rather complicated conse- 
quential amendment to paragraph 8 (3) (c) of the 
Sixteenth Schedule to the Income Tax Act, 1952, 
which deals with double tax relief in respect of 
convention countries. 

Paragraph 8 (3) is concerned with the computa- 
tion of foreign income on the arising basis and 
formerly permitted the deduction of foreign tax, 
in so far as it was allowed as a credit against profits 
tax or was not allowed as a credit at all. Clearly, if 
the foreign tax was allowed against the profits tax, 
the profits tax liability would be pro tanto 
reduced and the deduction for profits tax reduced 
accordingly. As there is not to be any deduction for 
post-1951 profits tax, that profits tax has now been 
excluded from paragraph 8 (3) (a). This is done by 
Section 70 (1) of the Finance Act, 1952. The net 
effect is that foreign tax which is allowed as a credit 
against post-1951 profits tax is to be added back in 
arriving at the income for income-tax purposes. 

By virtue of Section 70 (2) credit for foreign 
tax is. now to be allowed primarily against excess 
profits levy and then against profits tax, and only, 
the balance remaining unallowed goes against 
income-tax. (To be continued.) 
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FEDERAL INSTITUTE OF ACCOUNTANTS : 
| SCALE OF FEES 


We are indebted to Mr Guy N. Moore, C.B.E., F.F.I.A., General Secretary of the 

Federal Institute of Accountants, Melbourne, Victoria, Australia, for permission 

to reproduce the following scale of professional charges which may be used by 

members of that Institute as a basis for fixing fees. It must be borne in mind that 
the figures are Australian pounds and shillings. 


| may be used by members as a basis for 


Py-AHE following scale of professional charges 
wh. fixing fees. 


1. Auditing, Accounting and General Work 

Charges for all professional work (including work 
undertaken continuously or by contract yearly 
or half-yearly) to be based on the time necessary 
and reasonably devoted to each matter by 


principals and/or stal: Rate per hour 
Principals Хі біо £3 10 o 
Managing clerks .. 1 2 біо 2 2 o 
Senior clerks 15 oto 1 5 O 
Intermediate clerks то Oto 17 6 
Calculating machine 
operators and sten- 
ographers 7 бю 12 6 
. Junior clerks RAMS 6 oto I2 о 


2. Investigations and Special Work 
Fees for investigations and special work, except 
for time occupied by principal or managing 
: clerks, should be charged at the rate set out іп 
the preceding paragraph. 

'The time of principals and managing clerks 
per hour should be on the following basis, viz.: 

Principals .. £212 6to fs 5 o 

Managing clerks іш 6to 3 30 


3. Arbitrations 
(a) Where the amount involved does not exceed 
£50 and the time occupied is less than half 
an hour: 
for each arbitrator or umpire £5 5 о 


(b) In other cases for the arbitrator or umpire: . 


for the first hour £5 5 0 


for each subsequent hour or ` 

part of an hour Sig о 

Where the amount involved exceeds [1,000 
the fee should be double this scale. 

(c) Fora sole arbitrator, perhour.. £5 5 o 


4, Evidence in Law Courts and in 
Arbitrations 
per hour £5 5 o 
Attendance therein, per hour £3 10 o 
or as fixed by the Court. 
Note (re paragraphs 1 to 4). Members shall not 
assess their fees upon a percentage or any other 


basis which depends upon the success or other- 
wise of the work undertaken. 


STATUTORY AND/OR COURT 
APPOINTMENTS AND FEES RELATING 
- THERETO 
5. Receiverships in County, District or 
Supreme Courts 

Five per cent of gross proceeds; mini- 
mum fee in all cases .. £26 5 o 


6. Receivership under Debenture Deed 


Subject to arrangement for greater or less 
remuneration according to circumstances in 
special cases, the fee should be based as follows: 
5 per cent of the gross proceeds, | 
and in special cases an additional 
commission of 5 per cent on all 
book debts collected by the re- 
ceiver; minimum fee to apply іп. | 
all cases .. ee ves .. £52 10 v9 
Where the business is being carried on for an 
indefinite period the remuneration should be 
based on a percentage of the turnover or according 
to arrangement. 
7. Liquidations 
Subject to arrangement for greater or less re- 
muneration according to circumstances in special 
cases, the fees should be based as follows: 
5 per cent of gross proceeds and an 
additional commission of 5 per 
cent calculated on all book debts 
collected by the liquidator; mini- 
mum fee in all cases .. £52 10 0 


~ 8. Proceedings under Bankruptcy Act 


Remuneration to be determined as fixed by the 
Act and Rules, but so as to provide that the fee 
should not in any event be less than £26 5s od. 


General Note 


Should an audit or appointment be conducted at - 


such distance from his offices as to necessitate 
the temporary residence of the member and his 
clerks in the neighbourhood of the audit, the 


above fees should be exclusive of actual travelling, ' 


hotel and out-of-pocket expenses. 


n wm 
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EMPLOYMENT ABROAD 


by T. J. SOPHIAN 


HERE a person is employed under a 
contract made abroad, but carries out 
his duties in this country, two questions 
arise: firstly, whether he is carrying on a ‘public 
office or employment of profit' within the United 
Kingdom for the purposes of Schedule E, and 


particularly Rule 6 of Schedule E, and secondly, . 


if he is not, whether he is assessable under Case II 
or under Case V of Schedule D. 

Under Case II, the tax is payable in respect of 
any profession, employment or vocation not con- 
tained in any other schedule. Under Case V the 
tax is payable in respect of income arising from 
‘possessions’ out of the United Kingdom, and 
employments or professions abroad might con- 
stitute such 'possessions'. 

Schedule E is now to be found in Schedule 9 
of the Income Tax Act 1952. Rule 5 of that 
Schedule being the old Rule 6; while for Case II 
of Schedule D, one must refer to Section 123 
and the succeeding sections of the 1952 Act. Case 
V is now principally in Section 132 of the 1952 
Act (and see Section 123). 


Bray v. Colenbrander. 

The recent case of Bray v. Colenbrander (31 
A.T.C. 223) raised some interesting questions on 
the assessability of persons who are employed 
abroad. The respondent was a Dutch national 
employed by a Dutch newspaper as its London 
correspondent, under a contract made in Holland. 
His employment was exercised almost exclusively 
in London. but his remuneration was payable in 
Holland, part of it being remitted at his request 
to a bank in London on which the respondent was 
entitled to draw. The first question that arose was 
whether the respondent held a ‘public office’ 
carried on within.the United Kingdom for the 
purpose of Rule 6 of Schedule E. The Court, 
however, held that the respondent could not be 
regarded as holding a public office of profit within 
the rule and that accordingly he was not assess- 
able under Schedule E. 


Office: Public Office 


There is no definition of office in the Income Tax _ 


Act but it was defined in G.W.R. Company v. 
Bater ([1920] 3 K.B., at page 274) as 
*an office or employment which was a subsisting 
permanent substantive position, which had an 
existence independent of the person who filled it 
which went on and was.filed in succession by 
successive holders’, ; 


and this definition was approved by the House of 
Lords (see [1922] 2 A.C. at page 15). 

On the question of what is a ‘public office’, one 
might perhaps refer to the decision of the House 
of Lords in McMillan v. Guest (19 A.T.C. 497; 
24 Т.С. 190) where it was held that the director 
of a private limited company incorporated in this 
country, in which it was resident and controlled, 
held a public office within the United Kingdom 
for the purpose of Schedule E. 

One of the difficult questions which arises in 
the case of employment abroad is whether the 
employee should be taxable under Case II or 
under Case V. In Foulsham v. Pickles (4 A.T.C. 
133; [1925], A.C. 458), the respondent was 
employed abroad for nearly the whole of each 
year under a contract of service with an English 
company and he received a salary and com- 
mission. The contract provided that the com- 
missicn should be paid into a banking account in 
this country and both the salary and commission 
were in fact paid in this country. It was held that, 
having regard to the mode of payment provided 
by the contract, the respondent’s employment was 
not wholly out of the United Kingdom and was 
therefore not a ‘possession’ out of the United 
Kingdom and that the assessment was wrongly 
made under Case V. 


Distinction between ‘Trade’ and 
‘Employment’ 

It should be pointed out that a trade carried on 
wholly abroad may be a foreign ‘possession’, so 
that a person resident in the United Kingdom 
could be assessable in respect of so much of his 
share of the profits of that trade as had been 
remitted to this country. (See Colquhoun v. 
Brooks (14 A.C. 493)). 

As Viscount Cave pointed out in Foulsham 
v. Pickles an employment out of the United 
Kingdom was, in the same way as a trade, a 
source of income and might accordingly consti- 
tute a ‘possession’, and he added (4 A.T.C., at 
page #35): 

‘I do not doubt that (to take two simple instances) 
_a doctor residing in England and practising in 

France only, or a mining engineer having a resi- 

dence here and wholly employed by a Spanish 

mining company in Spain, might be held to have a 

foreign possession and to be assessable under 

Case У. 


1 The italics in the quotation are the author's. – Editor. | 
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But in order to bring such a case within Case У, 

the House of Lords held that it was necessary to 
show that the employment was wholly out of the 
United Kingdom and that the whole source of the 
income was from abroad, and the fact that the 
principal benefit to be derived from the contract 
of employment, namely the salary and commis- 
sion, could only be claimed in this country, 
prevented the whole source of the income from 
being wholly out of the United Kingdom, not- 
withstanding that the services under the employ- 
ment were to be rendered abroad. 
The case of Foulsham w. Pickles is also of 
interest in that the Revenue having insisted 
throughout that the assessee was taxable under 
Case V, the House of Lords declined to send the 
case back to the Special Commissioners with a 
view to their assessing him in respect of the same 
income under Case II. l 

A reference may also be made to the case of 
Bennet v. Marshall (16 A.T.C. 377; [1938] 1 К.В. 
5921). In that case the respondent was employed 
as vice-president in charge of oversea sales of an 
American company. He resided in England and 
his duties were to supervise the sales of the 
products of the American company in all countries 
except the U.S.A. and Canada. His place of 
employment was at the office of the American 
company in Ohio and he was paid from that place, 
and at his request payment was made to his credit 
in a banking account in Canada. Part of his work 
was done in England and it was held that, as the 
agreement for employment under which his 
salary was payable was made outside the United 
Kingdom, the respondent was assessable under 
Case V and only in respect of so much of his 
income as was remitted to this country. 


Distinction between Case II and Case V 
The judgment of the Master of the Rolls in that 
case is of interest. Dealing with the comparisons 
to be made between Case II and Case V, he 
pointed out 

ЧЕ the trade, profession, employment or vocation 
. is carried on within the United Kingdom, it will 

fall, in the case of a profession or employment, under 

Case II, and in the case of a trade under Case I. 

On the other hand, if the trade, profession, employ- 

ment or vocation is carried on entirely outside the 

United Kingdom it will fall under Case УЛ 


. Source of Income 

The Master of the Rolls then went on to point 
out that there was an inherent difference between 
1 T'he italics in the quotation are the author's. ~ Editor. 
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- a trade and profession, on the one hand, and an 


employment on the other, when one considered 
what was the source of the income. Trades and 
professions were based on activity either by the 
persons carrying on the trade or the person carry- 
ing on the profession. À trade or profession was 
not attached to some specific contracts and having 
regard to the fact that trades and professions were 
not to be divided up, one could not say that two 
professions were being carried on where the pro- 
fession was being practised in this country and 
abroad; in such a case there was only one pro- 
fession. Similarly, a trader carrying on a trade 
here and also abroad was to be regarded as 
carrying on one trade. The fact that part of his 


'trade was carried on abroad did not make it a 


distinct trade any more than the fact that a pro- 
fession that was carried on partly abroad made 
it a distinct profession. 

Accordingly, where a trader or professional 
man was carrying on a trade or profession in this 
country, whether or not it was carried on also 
abroad being immaterial for this purpose, it was 
impossible to say that the source of income of 
such a trader or professional person was a source 
out of the United Kingdom. 

On the other hand, in the case of employments, 
different considerations arose. Employment arose 
out of a contract of employment and it was 


necessary to look at the contract itself, and the 


locality of the employment did not depend on 
the place where the employment was in fact 
carried on. That point was clearly decided by 
Foulsham v. Pickles. 
The test for ascertaining the source of income, 
in the view of the Master of the Rolls, was to 
look for the place where the income really came, 
that was the source of the income. And as in Bennet 
v. Marshall, the place where payment was to be 
made was in Canada, the source was to be 
regarded as being outside the United Kingdom, 
with the result accordingly that the respondent 
could only be assessed under Case V, the income 
from his employment being the income arising 


from ‘possessions’ out of the United Kingdom. 
In Bray v. Colenbrander, the Court of Appeal 


affirming, Mr Justice Danckwerts considered 
that as under the contract the remuneration 
of the respondent by the Dutch company 
was payable to him in Holland, the source of 
income was outside the United Kingdom and 
the respondent accordingly was assessable under 


Case V in respect of this foreign ‘possession’, and. 


was assessable only in respect of actual remittances 
to this country. 
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WEEKLY NOTES 


| The Institute’s President in North America 


Mr T. B. Robson, M.B.E., M.A., F.C.A., President of . 


The Institute of Chartered Accountants in England 
and Wales, together with Mr J. A. Phillips, of 
‘Houston, Texas, the newly-elected President of The 
American Institute of Accountants, and Mr L. 
McLean, President of The Canadian Institute of 
Chartered Accountants, was interviewed on the radio 
- Texas Station KXYZ – on October 7th. 

'The broadcast lasted for fifteen minutes, during 
which Mr Robson was invited to give his views on 
taxation and other financial matters. 

On October 14th, Mr Robson was entertained to 
luncheon in Toronto by the Council of the Ontario 
Institute, with representatives of the Canadian 
Institute. At the luncheon Mr Robson gave an 
address on matters of professional interest. 


Result of the Conversion Offer 


"The result of the conversion offer to holders of the 
1$ per cent Serial Funding Stock, 1952, and the 2} 
per cent National War Bonds, 1951-53, was an- 
nounced last week. The entire operation would appear 
to have been successful as a conversion measure but 
no more than a moderate success judged by its contri- 
bution to a disinflationary monetary policy. 

There was £972 million of the two loans offered 
‘for conversion. Conversion applications amounted 
to £719 million. There will therefore be £253 million 
to be found in cash at redemption. It will be recalled 
that the cash applications published last week totalled 
£317 million so that there is a modest £64 million 
available to reduce the floating debt, although there 
will be about £211 million temporarily available until 
the unconverted War Bonds: have to be paid out. Sa 
if it is the intention of the authorities to tackle 
seriously the size of the floating debt as a source of 
inflationary potential the operation of the last two 
weeks is no more than a curtain-raiser. ' 


Stock Exchange Commissions | 


Subject to the normal ratification process by the 
Council the plan for increases in brokerage charges 
by Stock Exchange firms will come into force on 
December rst. The final proposals have incorporated 
a few changes into the new scales and conditions, but 
they are not important alterations .of principle. 
Broadly speaking, the plan to raise brokerage charges 
and reduce agency commissions goes forward. 

Of those members of the Stock Exchange and their 
country connexions which have replied to official 
queries, the majority are in favour of the changes, but 
the response to the official circular was not impressive 
so far as numbers go. Again, it is known that it has 
been the smaller firms with a high proportion of 

. personal accounts who have been most enthusiastic 
about the changes. On a count of heads of course, the 


small firms have an advantage. It was not until last . 


week that the larger firms showed any inclination to 
organize any opposition and their moves so far have 
been limited to asking members to give their views 
in confidence to an independent firm of chartered 
accountants who have undertaken to analyse the 
replies and report the total vote and its composition. 
Most well-wishers of the Stock Exchange who are 
not directly concerned with the outcome as jobbers 
and brokers have taken the view that, on the whole, 
the changes are open to criticism Decause it is a 
dangerous way to encourage turnover at a time of 
falling turnover by raising the price of your services. 
They are inclined to think that what appears as a 
short-term palliative to offset rising costs may become 
the only answer those who favour more drastic 
measures to raise turnover are likely to get. 


Priority in Capital Expenditure 


'Two speeches in the course of the last week or two 
have referred to the effect of controls upon the dis- 
tortion of capital investment. In a speech at Sheffield 
Mr Gibson Jarvie has had a tilt, not for the first time, 
‘on what he considers to be the undue influence of the 
‘Government operating through the Capital Issues 
Committee on the amount and direction of invest- 
ment. 

'The new president of the Institute of "Transport, 
Mr Brunner, touched upon the same theme recently 
so far as it affects transport. In what was inevitably 
an ex parte, but none the less cogent plea for closer 
consideration of transport's claims for capital he 
argued that the transport industry could offer a 
better return under reasonably free conditions than 
most rival claimants. There is certainly food for 
thought in his contention that housing has absorbed 
more capital than the whole of the export industry – 
and at a cheaper rate; again, he claimed that housing, 
schools and electricity supply claimed more capital 
last year than manufacturing industry. In putting 
forward a plea for the comprehensive modernization 
of the transport system in the interest of higher 
national productivity, he made the interesting 
suggestion that the American state turnpike system 
might be usefully employed by local authorities as a 
means of paying for the development of roads. He 
also sniped at a well-known anachronism, the 
20 m.p.h. limit on road haulage vehicles. 

Such pleas do much to restore perspective. But 
the very fact that capital outlay has been controlled 
in the recent past with scant regard to market factors 
makes it all the more difficult to build up a completely 
reliable statistical case against control. If capital is 
canalized into certain directions for reasons which 
seem excellent to the authorities, with little regard to 
the rate of interest charged, and if the end-product 
of that capital outlay is subject to subsidy, price 
control, or allocations of raw materials, it is exceed- 
ingly difficult to argue from the general case to the 
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particular — until absurdities arise. But the uncovering 
of absurdities is a clear indication that there has 
already been considerable waste and maladjustment 
which represents irrevocable loss. 


. First U.S. Comet Orders 

After a good deal of advance publicity zbout the 
negotiations by representatives of the large United 
States air operating companies for de Havilland 
Comets, it was announced this week that the first 
orders have now been placed. Pan-American Airways 
have ordered three Comet Series III airliners for 
delivery in 1956. There is also an option in the con- 
tract for purchasing a further seven to be delivered 
in 1957. Options held by B.O.A.C. ensure that the 
first Comets of that series fly under British ownership. 
In other words the British Corporation will fly the 
first commercial Comets of the existing series and 
those of the latest design now on.the drawing-board. 

The significance of this news from Pan-American 
is threefold. It means that the export industry in 
commercially operated gas-turbine aircraft is a fact 
and that the lead in design and production has been 
publicly ceded to this country for the time being by 
the American aircraft industry. Further, it is likely 
that Pan-American’s example will now be followed 
by other American operators who were waiting for 
someone to take the lead in going abroad for aircraft. 


Wholesale Prices Drift Lower 


During September the level of wholesale prices con- 
tinued to move slowly down. According.to the Board 
of Trade statistics the index of basic materials (ex- 
cluding fuel) moved down by 14 per cent, which 
takes it to 30 per cent below the peak level attained 
in the spring of 1951. It is apparent now that even 
the price of goods which are supposed to be in heavy 
demand by certain of the capital goods industries are 
also easing slightly. 'T'hus the index of materials used 
by the electrical and mechanical engineering indus- 
tries are lower, thanks mainly to lower prices for 
rubber and brass. Even more surprising has been a 
downward movement in the price of materials used 
in the building and civil engineering industries. 


Lower Retail Price Index 


It is perhaps no great economic portent when the 
retail price index falls slightly for the second month 
in succession. But if it is true that it is the last straw 
which breaks the camel’s back, perhaps the reverse 
is true as well. The fall in August and September was 
the first drop for two years. In each month the index 
fell by a single point. On the other hand, it is only too 
clear that a significant reversal of trend cannot yet be 
written into the index’s performance, for it has gone 
up by six points since the end of the year. 

Perhaps the more significant fact is the slight 
change which has been wrought in the cost of living 
(measured somewhat tentatively by the index) over 
the months when the textile industries, for example, 
have been undergoing such a fierce recession. It 
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suggests that the way of disinflation may be slow, 
hard and unresponsive to half-measures. 


Non-ferrous Metal Prices 
No clear trend is visible in non-ferrous metal prices 
at the moment. Whatever may be the general world 
state of supply and demand, each metal seems to be 
following a price pattern which is mainly dictated by 
its own special circumstances. 

Aluminium, for example, has been increased by a 
further £9 a ton as from last Monday. The Ministry 
of Materials which is now responsible for fixing the 
price of aluminium ingot to industry has announced 
that it hopes to keep the price (with such differentials 
as now exist for aluminium of specially high purity) 
until April 1953. The reason given for the increase is 


the higher cost of imported Canadian ingot which has ~ 


been caused by the appreciation of the Canadian dollar. 

Only copper among the other non-ferrous metals 
is showing a persistent upward movement at present. 
On the other hand, lead has had varying experience 
in the last few months and this week tungsten has 
been reduced in price. At the same time, this country 
will have to draw its tungsten from non-dollar sources 
for some time as a dollar economy. 


National Savings Certificates: 
Index to Holders 


For the purpose of keeping track of all the savings 


certificates sold, the Savings Certificate Division of ' 


the Post Office Savings Department has a card index 
which is possibly one of the largest in the world. 

Somewhere in the index, filed under its serial 
number, is the card of every certificate holder, and 
on it is the specimen signature given when the first 
certificate was bought. 

A holder’s number is essential as so many names 
are exactly similar. For instance, there are 5,500 
William Smiths, 4,000 John Smiths, 3,500 Mary 
Smiths and 4,000 John Jones. Seventy-three people 
in the index have the uncommon name of Zeal, several 
of whom have the same Christian name. 

There are over 18 million of these holders’ cards 
behind which are filed the documents relating to the 
various purchases and. repayments. These cards, as 
mentioned above, are stored in order of holders’ 
numbers, 

Despite the complications and the vast size of the 
index, however, any holding can be quickly traced, even 
if the inquiry concerns one of the 370,000 Smiths who 
have bought certificates. Next to the Smiths, the most 
numerous holders are the Jones, who total 356,000, 
followed by 174,000 Williams and 140,000 Browns. 

A second index, prepared in the department, con- 
tains the name, address and number of each holder. 
These particulars are filed alphabetically end so 
arranged that any name can be traced within a few 
seconds. 


There is a third file which contains the second. 


counterpart, originally attached to every certificate 


| 
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TAXATION: (1) DEPRECIATION. 
(2) THE EXCESS PROFITS LEVY 


by J. Е. TALBOT, A.C.A. 


INTRODUCTION 


OR many years the subject of taxation has 
Е а rich territory to the prospector for 

material for lectures and articles. Indeed, the 
accumulation of legislation, case law and practice, 
particularly during the last dozen years, has been 
' such that the field of choice 
is embarrassingly wide and 
~ selection becomes a major 
problem. 

In this paper I have 
concentrated upon two 
matters which possess con- 
siderable practical import- 
ance for businesses gener- 
ally. The first, deprecia- 
tion allowances in respect 
of fixed assets, is one of 
which we have had several 

years' experience since 
' such allowances were 
largely extended and codi- 
fied by the Income Tax 
Act, 1945. That they are 
still in an evolutionary 
stage is shown by the 
amendments that have 
appeared in most of the 
subsequent Finance Acts; 
and it may be useful to 
take stock of the present 
situation and to discuss 
the respects in which the 
allowances could be further 
improved. . 

The second matter is 
the new excess profits levy, the precise effect of 
which seems bound to require much study and 
thought for some time to come. A pooling of the 
ideas of the course, upon some of the numerous 
problems that arise, may well prove helpfiil to all of us. 





(1) DEPRECIATION ALLOWANCES 


The present scheme of taxation allowances for the 
depreciation of fixed assets greatly improves on the 
arrangements in force before April 1946 when, 
except in relation to plant and machinery, such 
allowances as were provided were arbitrary and 
generally inadequate. Experience has, however, 
shown that there is still room for improvement. 

It appears to be generally accepted that if fair and 
An address delivered on September 15th, 1952, .at the 


summer course of The Institute of Chartered Accountants 
in England and Wales, held at Christ Church, Oxford. 
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adequate allowances were obtainable in respect of 
all depreciating fixed assets the present often-serious 
disparity between true profits and taxable profits 
would largely disappear and with it a legitimate 
major grievance. | 


The subject is here considered first, and mainly, 
in relation to conditions 
| of price stability such as 

"we enjoyed, in general, 
‘until 1939, and which it : 
is to be devoutly hoped 
will one day return; but 
in a later section I have 
ventured a few comments 
upon the special problems 
‘raised by changing price 
levels. 

The Assets 

The assets for which de- 
preciation allowances are 
provided by existing law 
.. may be described briefly 
*. as industrial buildings and 
structures, plant and ma- 
chinery, certain assets of 
mines, oil-wells, etc., agri- 
cultural buildings and 
works, patents and scienti- 
fic research assets. 

In many cases there can 
be no complaint about the 
adequacy of the total allow- 
ances in relation to the 
purchase price of a quali- 
fying asset. For example, 
if a machine costs £1,000, 
is га for fifteen years, and is then sold for scrap 
for £25, ‘the total allowances will in the ordinary 
course cover the entire net expenditure of £975. 
Unfortunately, the position is not always so straight- 
forward and satisfactory, for the existing statutory 
provisions possess two main defects: (i) that they 
apply to only some, and-not all, of the fixed assets 
which are worn out or used up in earning profits; 
апа (ii) that, where they do apply, they sometimes do 
not extend, to the whole- cost of the fixed assets 
concerned,- : 


Non-industrial buildings ; 

‘Of the depreciating fixed assets on which no allow- 
ances are given the most important are non-industrial 
or ‘commercial’ buildings, e.g. shops, showrooms, 
hotels-and offices and some warehouses. Buildings 


-of these kinds were excluded from the scope of Part I 
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_ of the Income Tax Act, 1945, as a matter of deliberate 
policy, namely, that the first need was to encourage 
industrial (as distinct from commercial) moderniza- 
tion and re-equipment, and that it would cost too 
much to extend the allowances to commercial build- 
ings. The exclusions were therefore purely a matter 
of economic expediency, but it is interesting to note 
that they were originally announced, by the then 
Chancellor of the Exchequer, in a speech i in which 
he had earlier said: 

"The other proposition advanced by industry is 
that taxable profits should be real profits in the sense 
that those profits should be struck only after making 
al proper deductions and allowances, especially 
adequate allowances such as might be made on a 
commercial basis for the amortisation of money 
expended on assets which are used up in the making 
-of profits. 

"This proposition is not new. It has been fre- 
quently urged in the past and frequently considered, 
but the issue has undoubtedly become more pressing 
nowadays, when the standard rate of ingome-tax 
has risen to such high levels. 'T'ax should be charged 
on true profits reasonably measured, but not more.’ 
(Hansard, April 25th, 1944, Col. 672.) : 

The last sentence quoted, had it not been spoken 

“some years earlier, might well have been an epitome 
of much of the evidence submitted to the Tucker 
Committee on the Taxation of Trading Profits. In 
its report, dated April 1951, that committee accepted 
‘as a guiding principle’ the need for ‘relief in’ respect 
of all assets that are used up or consumed in the 
course of carrying оп а business’ although with 
some reservation related to ‘practical considera- 

.tions'. (Paragraph 193.) The committee proceeded 
to recommend that a depreciation allowance should 
be given for all commercial buildings, adding that: 

‘We are convinced that a tax which refuses to 
give an allowance for the depreciation of all business 
premises is not limiting itself to a tax on income, 
but is encroaching on capital.’ (Paragraph 206.) 

The recommendation did not extend; however, to 
dwelling-houses owned by business concerns for 
occupation by caretakers or other employees; it was 
considered that a depreciation allowance should not 
be given in those cases unless and until such an 
allowance is.given for all buildings for purposes of 
Schedule A. | 


Original cost or cost tof te p 


A factory erected in 1938 at a cost of £50, ооо might 
change hands today at a price of £120,000. The pur- 
chaser could not obtain allowances ‘related to his 
expenditure of £120,000; the maximum allowances 
obtainable would be limited to the original cost of 
construction, namely £50,000. 

This very unsatisfactory situation results from the 
highly questionable theory that tax relief should 
not be given to a purchaser in respect of such part 
of the price as is not reflected in the tax assessments 
of the vendor. In the example given above, any 
balancing charge on the vendor would include 
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nothing in respect of his pure capital profit of 
£70,000 and, it is alleged, the purchaser cannot, 
therefore, be given depreciation allowances in 
respect of an equivalent part of his purchase price. 

The theory is one to which I think few accountants 
can subscribe. It must result in the purchaser being 
taxed on more than his true profits. It may (or may 
not) roughly maintain the yield of taxation, but it 
can do so only by burdening the purchaser with the 
tax which the vendor has escaped through his profit 
being a capital profit and therefore non-taxable. It 
has been well described as ‘unsound in principle and 
unfair in application" (paragraph 16 of the Institute's 
memorandum to the Tucker Committee). - 

This limitation of depreciation allowances to first 
cost in the case of industrial buildings and structures 
applies also to certain assets of mines, oil-wells, 
etc., and to agricultural buildings and works; but 
it does not apply to plant and machinery, patents or 
scientific research assets. The lack of consistency may 
derive from a broad distinction between relatively 
long-lived assets, such as buildings, and assets with 
Shorter lives, such as machines and patents. Ad- 
mittedly, the suggested distinction falls down in the 
case of a research labaratory, which might possess as 
long a life as a factory, but it may have been concluded 
that. it would be impracticable to distinguish for this 
purpose between research plant and research buildings. 

The Tucker Committee, in paragraphs 211-213 
of their report, while accepting the general principle 
‘that the owner of a business should be allowed to 
write off all expenditure on assets used up in the 


course of his business’, were impressed by certain . 
- practical obstacles to the adoption of the actual cost 


as a basis for depreciation allowances in the case of 
buildings. It must be recognized that in some cases 
there would be difficulties, but they hardly appear 
insoluble or so important as to override the require- 
ments of plain justiee- It is certainly to be hoped 
that the present Royal Commission will view the 
subject in this light-and will recommend that depre- 
ciation allowances in all cases should be based on the 
actual cost to the owner. 


Leasehold property 

There is an obviously strong case for an amortisa- 
tion allowance in respect of the cost of acquiring a 
lease of business premises. This was fully recognized 
by the Tucker Committee, which. felt unable, how- 


ever, to make a firm recommendation (except in 


relation to premiums paid to non-resident lessors 
for overseas premises)..The committee considered 
that, with the exception mentioned, relief for the 
lessee could not ђе contemplated without taxing the 
lessor. . 

This view rests on the same very questionable 
theory as that which underlies the limitation of allow- 


ances to the original cost of construction of buildings . 


etc., i.e. that if a payment is to entitle the purchaser 
to relief it must be taken into account in taxing the 
vendor. 


s 
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It may be that the practical need to maintain the 


. national revenue would make it essential to tax a 


lessor on his premium and a vendor on his pure 
capital profit. То do so would certainly raise difficult 
problems, particularly in the case of the lessor, but 
there seems no reason to doubt that they could be 
solved. Whatever the difficulties, it is impossible to 
escape the conclusion that there is no adequate 
justification for taxing the lessee on a ‘profit’ arrived 
at without allowing for the proper amortisation of 
the lease of his business premises. 

The Tucker Committee placed much emphasis 
on the argument that if a lease premium were taxed 
in the hands of the lessor and were made the subject 
of allowances to the lessee, the one would demand a 
higher premium and the other would be prepared 
to pay it, so that by and large neither would be any 
better off. Apart from the point that the tax rates of 
the lessor and lessee would often be widely different, 
this proposition seems to presuppose a perpetual 
sellers’ market and to ignore the law of supply and 
demand; and if it really is a serious factor one may 
well wonder why it was disregarded in framing the 
scheme of allowances and charges in the somewhat 
analogous case of patent rights (referred to in a later 
paragraph). 

It might appear at first sight that if the law were 
amended so as to permit the allowances to be based 
on the cost of purchase of all industrial and com- 
mercial buildings, this would cover a premium paid 
for a lease of such buildings. It will be realized, 
however, that the existing provisions as to the 
transfer of ‘relevant interests’ are not such as to 
confer on a lessee a title to allowances in respect of 
buildings erected by the lessor and included in the 
lease. Accordingly, separate provision would be 
required to entitle the lessee to amortisation allow- 
ances. If the lessor had then to reduce, by the amount 


of the premium he had received, the expenditure: 


on which his allowances were based, it is not easy to 
see that any serious injustice would ‘result. 


Cutting, tunnelling, dredging, etc. 


It is a curious fact that while capital expenditure of 
this type does not qualify for industrial buildings 
allowances, yet capital outlay on raising the level of 
the land does so qualify, i in so far as it produces an 
industrial ‘structure’. For example, in constructing 
a works railway the cost of cutting through a hillock 
does not rank for allowances, while the cost of 
building an embankment across a dip does rank. 
Both are equally ‘permanent’ assets. 

The Tucker Committee recommended that out- 
lays on cutting, tunnelling and dredging should rank 
for balancing allowances if and when they became 
valueless, and that meanwhile they should not 
attract initial or annual allowances. This was a 
` practical solution designed to meet the point that 
in some cases the cutting etc. retains its value 


indefinitely. None the less, the anomaly referred to 


THE ACCOUNTANT 


481 


in the preceding paragraph would not be entirely 
removed. 


It is suggested that this very meticulous distinc- 
tion could well be discarded. In relation to.the 
country's industrial and commercial buildings and 
structures as a whole, the cutting, tunnelling and 


. dredging must account for a very small percentage 


of the total cost, and the time expended in making 
the allocation required by the law as it now stands 
must be out of all proportion to the results. 


It may be objected that the job has already been 
done, but this is true only of existing industrial 
buildings and structures. To allow the cost of cutting 
etc. to be included in the expenditure qualifying 
for all allowances under Part I of the Income Tax 
Act, 1945 (now Chapter I, Part X, of the Income 
Tax Act, 1952), would save many valuable man- 
hours if and when depreciation allowances come to 
be calculated in relation to commercial buildings and 
new industrial buildings and structures; and it is 
suggested that the additional cost to the Revenue, 
compared with the Tucker Committee’s recom- 
mendation, would probably be unimportant. 


Miscellaneous expenditure 


It can be argued that a development charge under 
the Town and Country Planning Act, 1947, for per- 
mission, say, to erect a factory on a piece of land 
represents part of the cost of the factory. This does 
not, however, appear to be the true nature of the 
charge, which was stated in paragraph 272 of the _ 
report of the Tucker Committee as being: 


. . analogous to a payment made for the land 
itself; indeed the principle underlying the Act is 
that the price paid to the vendor shall be restricted 
to the value of the land for its existing use and that 
any additional value which will be created by the 
development of the land shall accrue not to the 
vendor (as it would do but for the Act) but to the 
State. In other words a part of the purchase price 

' (of the land) which would otherwise have been paid 
to the vendor is diverted to the State.’ 


When the position is viewed in this light it seems 
impossible to escape from the conclusion of the 
Tucker Committee, i.e. that a normal development 
charge can depreciate no more than the land and 
should not, therefore, rank for taxation allowances; 
but that where planning permission is granted for a 
limited period only, the development charge should 
be allowed to- pe written off over'the period in 
question. _ 

Abortive capital expenditure and money paid for 
options not exercised in relation to fixed assets 
clearly produce nothing of value, and ought to be 


allowed as deductions in the year in which they are 


established to be valueless. | 

‘Expenditure incurred to secure rights for a limited 
term of years ought to be allowed as a writing-off over 
the period concerned. 
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Certain assets of mines, oil-wells, etc. 

The main shortcomings of the allowances provided 
by Chapter ПІ, Part X, of the Income Tax Act, 
1952, as amended by Section 21 of the Finance 
Act, 1952, are, first, that they are limited by the 
‘first cost’ formula; and, secondly, that they do not 
apply at all to capital expenditure on the acquisition 
of United Kingdom mineral deposits, or the rights 
over such deposits, or land in the United Kingdom 
used in connexion with the working of a mine. etc. 
To exclude United Kingdom land and deposits, 
when overseas land and deposits rank for allowances, 
seems completely anomalous and unfair. It can 
scarcely be justified by the considerations of practical 
expediency on which the distinction rests, i.e. that 
although no allowance should be given on any outlay 
which is not reflected in the tax assessments of the 
recipient, this rule can be waived where the recipient 
is an overseas resident and therefore outside the scope 
of United Kingdom income-tax. 


It hardly needs to be stated in these days that the 
profits of a concern operating a mine or other source 
of mineral deposits of a wasting nature cannot be 
properly expressed without making an appropriate 
deduction for depreciation based on the cost to the 
concern of all its depreciating assets, including 
depletion of the deposits, whether abroad or in this 


country. 


Agricultural buildings and works ` 


Under Chapter IV, Part X, of the Income’ Tax Act, 
1952, the allowances are again bedevilled by the 
‘first cost’ formula. If a farmer erects a farm building 
for £1, ooo on land which he continues to farm for 
another six years, he will receive allowances totalling 
£600; if he then sells the land and recovers £1,250 
for the building in question (as he well might in 
present conditions), he will retain his {600 allow- 
ances, while the vendor’s total allowances. will be 
limited to £400 upon an asset which cost him £1,250. 
From the standpoint of arriving at true profits this 
situation is absurd. . 


Patent rights 


The ‘first cost’ formula finds no place in Chapter у 
of Part Х. Capital expenditure on patent rights ranks 
for annual allowances computed by dividing the 
number of years of unexpired: life into the cost to 
the purchaser. If the patent rights are disposed of 
before they expire there is a balancing allowance or 
charge depending on whether any proceeds fall 
short of, or exceed, the written-down value; further- 
more, if the proceeds exceed the total cost this surplus 
is also taxed, being spread over six years for assess- 
ment purposes. This is the only case in which there 
is provision for the taxing of a pure capital profit. 
But the scheme is at least logical, and it stands out 
in sharp contrast to the case of leases, which appear in 
various respects analogous and for which a somewhat 
similar scheme might have been thought appropriate. 
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Scientific research assets 


The relevant sections provide for allowances where Е 


the trader ‘incurs expenditure of а capital nature 
on scientific research . . . .’ This wording appears to 
be interpreted generally as meaning that the asset 
must have been acquired directly for scientific re- 
search; so that if, for example, a building was 
originally erected for housing productive machinery, 
is subsequently found to be redundant for that 
purpose and is thenceforward used as a research 
laboratory, its wricten-down value will not renk for 
scientific research allowances. On the other hand, 
where a research building is transferred to industrial 
user, it will thereafter rank for allowances as an 
industrial building. In relation to changes of user 
there is, therefore, only one-way traffic. 

In the case of qualifying assets, the allowances 
are based on the cost to the purchaser; as previously 
noted, the. first cost theory is not applied in this 
connexion. 


The Allowances 


Method of giving allowances 


So long as the preceding-year basis of assessment 
continues in force, I find’ it difficult to discover a 
practical alteznative to the present method of giving 
depreciation allowances for income-tax purposes. At 
present, with a December accounting year, the 
1952—53 .assessment is normally based on 1951 
profits, and the (annual) depreciation allowances are 
then calculated by reference to the assets in use at 
the end of 1951 (or, in the case of balancing allow- 
ances or charges, assets displaced during 1951). If 
the 1952-53 allowances were based on the assets in 
use during 1952-53, it would be necessary to wait 
until after April 5th, 1953 (probably until 1954 when 
the 1953 accounts had been completed), in order to 
determine those allowances. There could be no 
criticism of this if the assessment itself were based 
on 1952-53 profits; but when it is based on 1951 profits 
it seems more convenient, practical and logical to 
base the allowances on 1951 assets. 

The method of giving the allowances for purposes 
of profits tax and excess profits levy is open to much 
stronger criticism. It involves that for 1952 the 
allowances shall be based on the assets in use during 
1950 and 1951. This may be defensible on grounds of 
simplicity, but it can produce some highly anomalous 
results. 

The further criticism is sometimes heard that the 
allowarices should riot be made separately from the 
income-tax assessment, but should be allowable in 
arriving at the assessment, because they are just as 
much proper business deductions as any revenue 
outgoings. Added point is given to this criticism by 
the recent removal of the six-years' time limit on the 
carry-forward of losses, so that the old distinction 


between the carry-forward of losses and capital ' 


allowancés no longer exists. The argument for the 


present method is, of course, that it avoids a deduc- 


| 


October 25th, 1952 


tion more than once, or no deduction at all, in the 
early or closing years of a business or upon a change 
of accounting date. Clearly, the same argument 
would be just as valid in relation to revenue out- 
goings; much tax has been saved by voting all a 
private company’s profits as directors’ remuneration 
in its first year, and some tax has been lost through 
the absence of effective income-tax relief for heavy 
outgoings in one of the closing years of a business, 
АП the same, the present method: of giving deprecia- 
tion allowances, although unwieldy, appears fair 
and equitable, and there seems little prospect of its 
being altered while the preceding-year basis of 
assessment remains with us. 


Initial allowances 


For a number of years the provisions for initial 
allowances made it possible to write off for tax 
purposes a relatively large proportion of the cost of 
fixed assets of certain categories in the first year in 
which they qualified for allowancés. Initial allow- 
ances are not to be given, however, in respect of 
capital expenditure incurred after April sth, 1952, 
upon industrial buildings and structures, plant and 

“machinery? and certain assets of mines, oil-wells, 
etc. Agricultural buildings and works, and patents, 

" have never qualified for initial allowances. Scientific 

: research assets will continue subject to an allowance 
of 60 per cent in year 1, and ro per cent per annum 
(on cost) in years 2, 3, 4 and 5. MEE 

It follows that nearly all fixed assets that may be 
amortised for tax purposes will, until further notice, 
be subject only to annual allowances until they are 
displaced when, normally, a balancing allowance or 
charge will be made. . 

Initial allowances undoubtedly provided useful, 
although temporary, help in financing the cost of 
fixed assets which qualified for them, and, their 
suspension has beem widely, but not universally, 
deplored by industry. Their withdrawal was part of 
the economic policy that was inaugurated in 1951, 

_ but in announcing the decision to withdraw them, the 
then Chancellor of the Exchequer remarked that 

*when the period of rearmament is over and we can 

increase home investment again, it will no doubt 

be desirable to reintroduce allowances of this kind’: 

(Hansard, April roth, 1951, Col. 842.) · 

However, initial allowances have proved a mixed 
blessing. Their immediate advantage was welcome, 
but it was one that had to be repaid (often with con- 
siderable ‘interest’ owing to increases in tax rates) 
in the form of reduced annual allowances in later 
years. Moreover, where the concern was operating 
abroad they led to material variations between the 
oversea and United Kingdom assessments and thus 
often resulted in an unfair restriction of the double- 
tax relief. Apart from their purely financial effects 
they caused disparities between taxable profits and 





1 There is an exception in favour of ships under construc- 
tion on April roth, 1951, and ships or their engines under 
contract on that date, D 
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profits arrived at‘on accepted accounting principles, 
not only in the first year, owing to the unduly high 
tax allowances, but also in subsequent years, owing 
to the unduly low tax allowances; and in many cases, 
particularly where there had been heavy post-war 
expenditure on re-equipment, these disparities were 


. serious and necessitated special accounting adjust- 
ments, which will often take many years to ‘work 
‘themselves out’. 


? Annual allowances 

Annual allowances are calculated by different 
methods according to the type of fixed asset con- 
cerned. The straight-line method is applied to indus- 
trial buildings and structures, agricultural buildings 
and works, patents and scientific research assets. 
The reducing-balance method is applied in the case 
of certain assets of mines, oil-wells, etc. У 

The spreading of the whole cost over only five 
years in the case of scientific research assets (with a 
60 per cent allowance in year one), and over ten 
years in the case of agricultural buildings and works 
does, of course, produce an artificial acceleration of 
writing-off, again based on deliberate economic 
policy. With these exceptions, the annual allowances, 
including those on plant and machinery, are fairly 
closely in line with accounting principles. 

In the case of plant and machinery the statutes 
provide for annual allowances to be calculated, 
normally, by the reducing-balance method, but the 
taxpayer- is entitled to opt for the straight-line 
method. This option was originally provided, among 
other things, by the much-maligned Sixth Schedule 
to the Finance Act, 1949 (see now Chapter II of 
Part X of the Income Tax Act, 1952), in which the 
two methods are referred to as the ‘normal’ method 
and the ‘alternative’ method, respectively. Although 
the option has now been sanctioned by law for more 
than three years, experience suggests that annual 
allowances on plant and machinery contiriue to be 
calculated by the reducing-balance method in the 
large majority of cases. 

The desirability of using the straight-line method 
for providing depreciation in accounts was stressed 
by the Institute in Recommendation IX, and is 
followed by many businesses in making up their 
accounts. It is not hard, however, to find the reasons 
why there appear to be relatively few businesses 
(apart from shipping concerns) that have adopted the 
‘alternative’ or straight-line method for tax purposes. 
In’ the first place, the reducing-balance method, 
owing to the much higher percentage rates which it 
requires, produces considerably greater allowances 
in the early years of the life of the plant; it thereby 
obtains such a substantial start that the straight-line 
method does not overhaul it until the plant is almost 
ready for the scrap-heap. (See illustrations in 








2 These notes on arinual allowances are based in part upon 
an article written by the speaker and published in Account- 
ancy for July 1949, to which journal due acknowledgment 
is made. f У Рио 
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Appendix I.) In the second place, the statutory 
provisions make it a condition precedent to the 
adoption of the straight-line (‘alternative’). method 
that suitable records should be kept and made avail- 
able for inspection. This requirement would be met 
by the detailed plant registers that are maintained 
by many large concerns; but it would scarcely be 
welcomed by the smaller taxpayers, most of whom 
would view with alarm and despondency the labour 
involved in compiling and maintaining such registers. 

The Finance Act, 1949, altered the basis of annual 
allowances on plant and machinery from five-fourths 


of ‘such deduction as the Commissioners having ` 


jurisdiction in the matter may consider just and 
reasonable’ to five-fourths of ‘such percentage as 
may be determined by the Commissioners of Inland 
Revenue to be appropriate to be applied . . . in 
relation to machinery of the class in question for the 
year. in question'. The method by which the Com- 
missioners of Inland Revenue are to 'determine' the 
basic percentage is, however, specified. Stated 
simply, all that is necessary is to agree the ‘anticipated 
normal working life’ of the machinery in question, 
' and then to ascertain what percentage annual allow- 
ance will reduce original cost to 10 per cent thereof 
by the end of that period. It might appear that 10 per 
cent is excessive in relation to the scrap value of 
most plant, but it should be borne in mind that the 
factors of normal working life and 1o per cent 
residual value are to be used merely to determine the 
basic rate of annual allowance. Since this will be 
increased to five-fourths, it is clear that the written- 
down value at the end of the normal working life 
will be less than 10 per cent; and, of course, if the 
scrap value is still lower a balancing allowance will 
take care of the shortfall. 

The same formula is to be applied in determining 
the basic percentage rate for both the reducing- 
balance and straight-line methods. For example, if 
the normal working life of a machine is agreed at 
ten years, the basic percentage rates will be: 

(i) reducing-balánce, 20 per cent 

(ii) straight-line, 9 per cent 
being, in each case, such a rate as will, by itself, 
reduce the written-down value to one-tenth of cost 
-at the end of the normal working life. These rates 
will be multiplied: by five-fourths so that the effective 


annual’ rates will become: (i) 25 per cent, Lun. 


^ n pèr cent. 


! accordance with these rules-is left to the taxpayer. 
There is nothing to prevent any class of persons or 
any particular person from applying for a rate to be 
determined or redetermined at any time in respect of 
any class of plant. The form in which such:applica- 
tions should be madé is prescribed by Statutory 
Instrument No. 3 of 1950. 

Up to the present there does not appear to have 

_ been any widespread move to have fresh rates deter- 
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mined in accordance with these principles. The 


- reason may well be that with an initial allowance of 


40 per cent even a modest annual allowance was || 
likely to lead to a balancing charge upon ultimate 
disposal at the prices ruling in recent years, so that 
on practical grounds it was not worth while to seek 
an increased rate of annual allowance. However, the 
suspension of initial allowances coupled with in- 
creased tax rates may well make it advantageous to 
seek a higher percentage rate of annual allowance 
from now onwards. 

"The formula produces some interesting, if not 
surprising, results. Appendix II contains a summary 
of the percentage rates, under both the reducing- 
balance and the straight-line methods, applicable to 
plant and machinery with typical working lives from 
five to twenty years. It will be seen that, where the 
reducing-balance method is applied, fifteen-year 
plant attracts a basic annual allowance of no less 
than 14 per cent, or an effective allowance of 17} per 
cent. Surely there can be relatively little fifteen-year 
plant on which allowances are being given at this 
rate today? Most motor vehicles now receive a basic 
allowance of 20 per cent, or an effective allowance 
of 25 per cent. This rate implies – by reference to 
the formula-a normal working life of ten years, 
which I think most of us would agree is excessive, 
even in today’s conditions of shortage, in relation to 
hard-worked industrial and commercial vehicles. 

In short, it appears that, in relation to some classes 
of plant, an application could result in an appreciable 
increase in the rates of annual allowances, and that 
industry has here at hand a means of partially re- 
dressing any grievance at the suspension of initial 
allowances. 

One can of course visualize some of the practical 
difficulties of dealing with an application for fresh 
rates in relation to the many different types of 
machinery employed in a large works. In the past it 
may have been unnecessary to classify it according 
to normal working life owing to a long-standing 
arrangement with the Inland Revenue to apply an 
‘averaged’ basic rate of 74 or 10 per cent to the whole 
lot. The problem is plainly one primarily for the 
works manager or his equivalent, and he may very 
well have. some ideas on the best way to tackle it. 


‘In any event the difficulties should not prove in- 


superable, and the reward might be well worth 
while now that increased tax rates place a premium 
on obtaining immediate allowances. 


Balancing allowances and charges 


The principle served by balancing allowances and 
charges, i.e. of adjusting past allowances on a fixed 
asset so that in total they shall equal the difference 
between the original cost and any proceeds on dis- 
posal, is not one that seems open to criticism. Hitherto 
it has often appeared anomalous that such an adjust- 
ment should not be made where plant was sold upon 
a permanent discontinuance of business. This point 
has now been met by the Finance Act, 1952. It may 
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A new assembly line enabled Austin's to 
turn out over 3,000 cars a жеек. ... 
How many machines did they need to 






. "turn out nearly 20,000 pay-packets? 


More cars for export, more figure-work—faster 


AT LONGBRIDGE, the great Austin 
Motor Company is now turning out 
well over 3,000 cars every week—-the 
greater proportion for export. 
This phenomenal production rate 
owes much to the output from the new 
: Car Assembly Building, which houses 
the most modern assembly lines in the 
world. . 
Austin’s full production programme, 


however, has thrown new burdens on. 


office "departments, where the -pay- 
packets for nearly 20,000 workers— 
and all that additional information on 
P.A.Y.E. operation, needed by Govern- 
ment and Tax Authorities—have to 
be prepared every week. : | 
Could office production be stepped 
up and streamlined, too? Austin’s 
thought so, and called in Burroughs to 
help. After investigation, Burroughs 
suggested the installation of their 
Class 30 machines to handle all Pay- 
roll problems, and, just about the time 


For expert advice on business 


the new Austin assembly plant was 
ready, these machines went into 
operation. 

Result : The Austin Payroll can now 
be prepared, and payslips issued, as 
fast and as smoothly as car-assembly 
in the shops. The. workers are paid 
from one unit of 14 machines— less 

` than half the number of machines pre- 
viously employed. 

Every worker gets a concise, fully- 
informative payslip which tells him 
exactly where he stands, and how his 
pay is made up. 

These machines also produce prompt 
figuré facts, which include the main 
: Cost Analysis, and up-to-date Tax and 
Earnings. Records ‘that provide im- 
mediate answers to tax queries. 

What about you? If your business 
could benefit from faster figuring, call 
in Burroughs. They can offer advice on 
all the latest systerns, for Burroughs 
make the world's broadest line of 


E П 


figures 


cau Burroughs £} 


i 
1 


modern record-keeping machines: 
Adding, Calculating, Accounting, Bill- 
ing and Statistical Machines, and 
Microfilm Equipment. 

Call Burroughs today. Sales and 
Service offices in principal cities round 
the world. Burroughs Adding Machine 
Limited, Avon House, 356-366 Oxford 
Street, London, W.1. 





Photographed here is Miss Madge 
Tomlinson, of the Burroughs Installation 
staff, who instructed the Austin operators 
in the use of the Burroughs Class 30 
machines on Payroll work, and helped to 
solve the Case of the Extra Austins. 
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. Accounting 
. Machine 


READY FOR ANY JOB 
AT THE TURN OF A KNOB 


"COMPLETELY NEW”—that can be said, without 


reservation, of the Burroughs Sensimatic Accounting 


Machine. If you find it hard to visualize an accounting 
machine that is limitlessly adaptable, capable at the turn 
of a selector-knob of doing countless different jobs for a 
small firm, or a vast amount of one particular job for a large 
organization, it is time you saw the Sensimatic in action. 

'The key to the machine's astonishing versatility is the 
newly discovered principle of ‘‘Sensimatic Control "— 
the incorporation of a “mechanical brain" that directs 
the machine through every mathematical function and 
every carriage movement during a posting operation. 
Each Control Unit guides the machine through four 
separate operations, and, since there is no limit to the 
number of different units you can use, there is no limit to 
the number of accounting jobs the Sensimatic can do, and 
the Control-Unit can be changed by the operator in a 
matter of seconds. 

You owe it to your business to let Burroughs show 
you the Sensimatic today. 





Burroughs 








S a . 
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COMPLETELY NEW 


Ф ADAPTABILITY—A. turn 
of a knob---that’s all the effort 
needed to switch the Sensi- 
matic from one posting opera- 
tiontoanother, from Accounts 
Receivable (say). to Stock 
Records. Stores, Costs, Pay- 
roll, Purchase Ledger, 
General] Ledger, Statistical 
Analysis; the Sensimatic is 
reset in a moment for all 
these procedures . . . and 
many, many more. 


€ SPEED-—The Sensimatic's 
light key depression, positive 
form alignment, early key 
release, make its operation 
far simpler, far faster, far 
more easily learnt. Anyone 
who can operate an adding 
machine can get the Sensi- 
matic into full production! 















This is a Sensimatic Control 
Unit—which, at a flick of a 
switch, guides the machine 
automatically through every 
mathematical function and 
carriage movement. Each 
panel gives you any four 
accounting operations in any 
combination. 


BURROUGHS ADDING MACHINE LIMITED, AVON HOUSE, 356-366 OXFORD STREET, LONDON, W. 
Sales and Service Offices in principal cities 
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Three links to 
greater efficiency 


Dictograph's multiple service offers many ways of increasing 







the efficiency of your organisation and saving those valuable 






STAND No. 67 


Business Efficiency 
Exhibition © 


Kelvin Hall, Glasgow | 
NOVEMBER 4th to [4th : 


minutes... Internal Telephone Systems from 2 to 
250 points or more, ensuring thought-quick- 


contact with any part of your organisation... 





Staff Location Systems to find key personnel 





when snap decisions have to be made... and 












Impulse Clock and Timing Systems providing 
accurate recording and sounding of time —so 
important in these days of high production costs. 
Dictograph Systems are designed to save you time... 
money... and relieve frustration! Мау we show you 


how? -A telephone call or postcard will bring you full details. 


Originators of loudspeaking telephones 


DIGTOGRAPH TELEPHONES LIMITED 





CHIEF SALES OFFICE: 219 ABBEY HOUSE, VICTORIA ST., LONDON, SW1 · ABBEY 5572 - BRANCHES THROUGHOUT THE COUNTRY 
INTERNAT TEVEEHONES * STAFF LOCATION + INDUSTRIAL MUSIC BROADCAST - IMPULSE GLOCK AND AINE EYSTEMS 





TII 








He has a wide personal experience of every branch of business, 
a specialist's knowledge of all office methods and technique. 


He can implement his suggestions from the world's 
most comprehensive range of business machines, 


Systems and equipment. 





SYSTEMS, MACHINES LM 
E QUIPMENT . . the easier wüy to afe Eficiency 


, , 


Write for booklet ‘The Easier Way to Office Efficiency’ to Dept. OE 32 


REMINGTON RAND LTD., COMMONWEALTH HOUSE, 1 NEW OXFORD ST., W.C.1. Tel: CHAncery 8888 
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well be that since 1946 taxpayers who have perman- 
ently discontinued business have avoided more in 
balancing charges than they have lost in balancing 
. allowances; but when more normal conditions return, 
and an old machine realizes only a small fraction of 
its original cost, the new provisions will probably be 
found, on balance, to benefit taxpayers. 


* Li 


In the foregoing pages an attempt has been made to 
touch upon the more important anomalies in the 
present scheme of depreciation allowances – anom- 
alies that would exist with or without the increased 
price levels that now rule, and the correction of 
which may be regarded as a proper objective for the 
accountancy profession. Apart, perhaps, from special 
measures to meet the special problems of changing 
price levels, there is no obvious reason why a scheme 
of fully comprehensive and adequate tax allowances 
should cause taxable profits to diverge materially 
from profits arrived at on accepted accounting 
principles; rather should it tend to equate the two. 
If, however, any divergences should come to light, 
we can surely cope with them. The first need is to 
achieve justice by removing the real grievance tbat 
industry is still being taxed on more than its true 
` profits. 


Changing Price Levels 


The debate continues on this important and difficult 
problem. An answer that will evoke unanimous 
acceptance from business men, economists and 
accountants seems far away; there are, indeed, no 
obvious signs of a particular solution commending 
itself to any large majority-of responsible people. 
Meanwhile, in relation to the taxation aspects of the 
problem, the Government seem. very unlikely to 
move, especially while awaiting the report of the 
Royal Commission on the Taxation of Profits and 
Income. As regards depreciation allowances for fixed 
assets, the Royal Commission start from the first 
Tucker Committee's report (published in April 
1951) to the effect that they could not recommend 
schemes for revalorization or for any of the special 
replacement allowances proposed by witnesses, but 
that in their view the position might be met by a 
more elaborate scheme of initial allowances — only 
for initial allowances to be withdrawn altogether by 
the Finance Act, 1951. Having regard to this situa- 
tion and to the varying representations that, no doubt, 
have been and will be made to them, the Royal 
Commission will obviously have no easy task. In 
any event, a long time seems bound to elapse before 
the Royal Commission's report can be ready, let 
alone implemented by the Government. . | 
In relation to fixed assets, one of the more recent 
proposals is that put forward by the Institute under 
Head No. 21 of its Part B Memorandum for the 
Royal Commission.! The features which distinguish 





1 See The Accountant, March 29th, 1952. inbox 
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this scheme from the present code of allowances 
appear to be: (i) that balancing allowances upon 
replacement would be arrived at by deducting past 
annual (and.any initial) allowances on the old asset 
(together with any scrap proceeds) from the cost of 
the new, replacing, asset, instead of from the cost of 
the old, replaced, asset;.and (ii) that annual allow- 
ances on the-new asset would then be calculated on 
the cost of the old asset, although it would no longer 
be owned by the business. The scheme clearly repre- 
sents a cross between the existing replacements 
method and the existing ‘wear and tear’ method. It 
possesses two obvious advantages in that it would 
sharé with the first of those methods the benefit that 
immediately upon replacement the total allowances 
would be equal to the cost of the new asset; and it 
would share with the second of those methods the 
benefit that annual allowances would be given for 
the years between the purchase of an asset and its 
disposal (whether replaced or not). 

As the Institute stated in paragraph (333) of its 
memorandum: 


t 


. over the life.of any particular asset the re- 
placement allowance plus the annual allowances 
in respect of that asset would not exceed the ex- 
.penditure incurred in acquiring the asset. The 
allowances in total would therefore not be greater 
` than those already available by annual amortisa- 
tion allowances; but the timing and spreading of 
the allowances would. be different from the existing 
position, as the effect of the proposal is that replace- 
ment allowances would be obtained at the times 
when the replacements take place and therefore 
when the allowances are needed to provide funds.’ 


It may be said, therefore, that the essence of the 
scheme is to provide initial allowances calculated in 
a special way; and in common with the old initial 
allowances, and those proposed by the Tucker Com- 
mittee, the replacement allowances suggested by the . 
Institute would in effect be ‘loans’ which would have 
to be repaid to the Inland Revenue by the reduction 
of subsequent annual. allowances. The aggregate 
allowances could not ultimately exceed the net 
(historical) cost— a situation which some people 
believe to be right, while some regard it as economic- 
ally unsound. ee ae 

A variation of the Institute’s method, which 
would go farther towards meeting the claims that 
are, so, often advanced on behalf of industry, would 
be to-caléulate the annual allowances on the cost of 
the néw, replacing, asset despite the fact that that, 
cost had already been taken into account in arriving 


‘at the ibálancing allowance given at the time of 


replacement. An illustration is given in Appendix IV, 


which is based on similar figures and assumptions 
‘to those set out in Statement No. 1, supporting the 


Institute's Head No. 21, but produces higher aggre- 
gate allowances. The Institute's Statement No. І is 
reproduced in Appendix III to facilitate comparison. 


Appendix V shows how the variation would work in 


a case.'where the second replacement was made at 
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a cost reflecting a fall from the price for which the 
first replacement was purchased. 

It has been assumed that the variation method 
would provide an alternative to the position under 
existing law; that it could be adopted at the option 
of each individual business; but that once adopted it 
would have to apply permanently to the class. of fixed 
assets concerned. Obviously a business could not be 
left to chop and change so as to get the best of both 
methods. Я 

The ultimate effect would be to provide industry 
with aggregate allowances that would be greater 
than'those at present obtainable up to the amount 
(and no more) of the excess of the cost of the latest 
replacement over the cost of the asset held at the time 
when the variation method was adopted. That seems 
to be the maximum that industry can fairly ask for 
in relation to fixed assets. But whether industry has 
made out an unanswerable case for this measure of 
relief is another question. 

‘The serious rise in price levels that continued 
virtually without interruption for a number of years 
could lead one to overlook that any scheme which 
related the allowances to the cost of replacement 
would appear progressively less attractive as and 
when prices receded. Some prices have already fallen 
and the possibility cannot be ignored that in certain 
circumstances there might be a general and material 
recession. To anyone who suspects that price levels 
are now at or near their peak, the present might well 
seem the wrong time to press for allowances based 
on replacement cost, unless the scheme were to be 
made retrospective for a period of years; and few of 
us can be so optimistic as to expect that, if only 
because of the immense burden it would cast upon 
the national revenue. 


(2) THE EXCESS PROFITS’ LEVY 


The Finance Act, 1952, devotes thirty-four sections 
and five schedules to the charge and machinery of 
this new tax, and to certain consequential amend- 
ments in relation to avoidance of liability, double- 
taxation relief and companies’ sur-tax — in all, some 
seventy-three pages of text. This obviously is no 
simple tax. The work required in preparing the 
initial excess profits levy computations, i.e. covering 
the standard years and subsequent periods up to the 
balance sheet date next before January 156, 1952, 
will often be comparable in extent with the corre- 
. sponding work in the case of the old excess profits 
tax. The subsequent annual computations may be 
simpler with excess profits levy than with excess 
profits tax, since there will be no annual computation of 
average capital or of separate depreciation allowances. 
It has been said that the cost of administration of 
the excess profits levy will be nothing. If this means 


that Inspectors of Taxes are required to take excess ` 


profits levy in their stride, without additional assist- 
ance, I am afraid they will be burning a lot of mid- 
night oil; I am sure that many of us wiil. 
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It would be impossible in this paper to deal in 
detail with the whole subject of excess profits levy. 
What I have set out to do in the following pages is to 


refer to a number of specific points which will prob- . 


ably arise frequently in practice, in the hope that they 
may lead to discussion, not only of themselves, but 
of other excess profits levy questions. 


Computation of Profits 


While, basically, profits are to be computed. on 
profits tax principles, there are some important 
divergences prescribed by the Ninth Schedule. 


Franked investment income . 


Investment companies are to be relieved from excess 
profits levy in the ratio which their franked invest- 
ment income (dividends from United Kingdom 
companies) bears to their total profits. This measure 
of relief will not apply to property-holding com- 
panies and trading companies, which normally will 
have to include all investment income in their excess 
profits levy profits; but to the extent that their 
standard profits also may have included franked 
investment income there should be no hardship. 

As stated in later paragraphs, dividends which a 
company receives from United Kingdom companies 
in which it holds not less than 25 per cent of the 
ordinary share capital will be excluded from its 
excess profits levy profits, but the cost of the invest- 
ments will be deducted from its paid-up share capital. 

No doubt these provisions will leave anomalies 
in particular cases; the same objection applies to 
others of the detailed provisions, and, indeed, to 
the excess profite levy as a whole. 


Depreciation allowances’ 


In relation to initial allowances the primary rule 
requires that, for all relevant accounting periods: 


(i) initial allowances on plant shall be calculated 
at 20.per cent, i.e. the increase to 40 per cent 
‘and the subsequent total suspension are to 
be ignored; 

initial allowances in respect of expenditure 
incurred during the two years ended April 
sth, 1946, upon industrial buildings, plant 
and certain assets of mines, oil-wells, etc., 
are to be wholly ignored; and 

initial allowances on industrial buildings 


(ii 


(ii) 


any case where a mills and factories allowance 
was made for income-tax 1946-47 (irrespective 
of any election that may have been made to 
adopt industrial buildings allowances in sub- 
sequent income-tax assessments). 

In place of this set of rather complicated adjust- 
ments the taxpayer may elect that there shall be no 
deductions whatever for initial allowances in respect 
of industrial buildings, plant or certain assets of 
mines, oil-wells, etc. The original choice as to which 
alternative shall be followed must rest primarily on 
the taxpayer's estimates of his capital expenditure 
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(other than (ii)) are to be wholly ignored in , 


"ad 
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under these three headings during the (problematical) 
- life of excess profits levy. But no irrevocable decision 
is required until after the actual capital expenditure 
-has been established for all relevant periods; the 
- election may be deferred until after the end of excess 
profits levy, or if an earlier election was made it 
may be cancelled by the taxpayer at that later stage. 

It will be noted that no adjustments are required 
in respect of the effective initial allowances upon 
scientitic research assets; such allowances as have 
been or will be given for income-tax and profits tax 
are to be followed for excess profits levy. 

Annual allowances are not to be adjusted by 
reason of the treatment of initial allowances (although 
the initial allowances will have reduced the written- 
down values on which subsequent annual allowances 
are usually calculated). 

In the particular case of mines, oil-wells, etc., 

' the difficulty that annual allowances for: (a) the 
depletion of overseas mineral rights, (b) overseas land, 
and (c) plant used for exploration, were not given 
before 1949 and 1952, respectively, is to be overcome 
in one of two ways: either by making corresponding 
allowances under these headings back to 1946 (for 
excess profits levy only) or, at the taxpayer’s option, 
by making no such allowances for any relevant 
accounting period. The option may be exercised and 

. withdrawn later if desired, as with an election in 
relation to initial allowances. 

Special relief is provided for shipping companies 
which, through applying the ‘alternative method’, 
would otherwise receive limited annual allowances 
on their ships in the chargeable accounting periods, 
although the corresponding allowances were effective 
as deductions from standard profits. 

Balancing allowances and charges are to be 

. ignored, as are also charges on the sale of patents. 

All this adds up to rough justice. With either 
method of treatment of initial allowances, the annuzl 

' allowances wil be lower than they ought to be. 
The business that sells a machine at a price below 
its written-down value will obtain no balancing 
allowance and will, of course, cease to receive annual 
allowances on that machine. On the other hand, 
where a balancing charge has been the subject of an 
election under Section 18 of the Income Tax Act, 
„1945 (now Section 296, Income Tax Act, 1952), 
i.e. to set it off against the cost of the new, replacing, 
asset, there will be no amendment of that treatment. 

‘Tt is obvious, therefore, that there will be many 
anomalies, some involving a degree of hardship and 
others giving rise to` fortuitous advantages. The 
alleged justification for these rules is that they make 
for simplicity, but a separate excess profits levy 
computation of depreciation allowances might well 
be simpler; it would certainly be fairer. 


‘Spreading’ 

` The excess profits levy provisions repeat the familiar 
excess profits tax rules as to apportioning: (i) profits 
from contracts the performance of which extends 
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into more than one accounting period, and (ii) 
deductions which are not reasonably and properly 
attributable to the accounting period in which they 
would otherwise be allowable. There is no provision 
for spreading receipts other than profits from con- 
tracts as in (i), and this may give rise to considerable 
hardships (or to fortuitous advantages where the 
standard years are affected). Receipts which obviously 
call for spreading include, for example, interest 
received on a war-damage claim, several years’ 
arrears of preference dividends received, and a lump 
sum received as compensation for the loss of an 
agency in circumstances where it is taxable. 

A particularly striking case arises in relation to 
building land held as trading stock by a builder 
who, by reason of the loss of development rights, 
wrote down the value of the land in his accounts 
for the year which included July 1st, 1948, the date 
when the Town and Country Planning Act, 1947, came 
into force. Without some special treatment, which is 
obviously required but which is not authorized by 
the excess profits levy provisions as they stand, he 
would find himself in a position where not only 
would his standard profits be reduced by the loss, 
but his profits of some chargeable accounting period 
might be inflated by the receipt of the compensation 
for that loss. 


Back-service payments 
Payments under this heading are not to be deducted 
in computing excess profits levy profits; the options 
given for excess profits tax purposes are not repeated. 
Payments in respect of back service are defined in 
the same apparently comprehensive terms as they 
were for excess profits tax purposes. None the less 
I gather that with some types of staff schemes there 
may still be difficulty in deciding what part of the 
employer's contributions represent back service. 


Deferred repairs 
Where a deferred repairs claim was made for excess 
profits tax purposes, the adjusted profits of the excess 
profits levy standard years will be relieved of the 
charge for repairs expenditure postponed from the 
years before 1947. The Ninth Schedule deals with 
the case where no claim was made for excess profits 
tax by providing, in effect, that each standard year's 
profit shall be reduced by no more than one year's 
expenditure arrived at by averaging the total outlay 
from January 1st, 1940 (or the later commencement 
of the business) to December 31st, 1949. 
' This rule does not, in terms, cover the fairly 
common case where the expenditure on deferred 
repairs was in excess of the amount required to 
cancel the excess profits tax liability, and where that 
excess expenditure was allowed for profits tax pur- 
poses in the post-1946 years in which it was incurred. 
An appropriate adjustment ought certainly to be 
allowed in such cases in determining profits standards 
for excess profits levy purposes. 

(To be concluded.) 
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FINANCE AND COMMERCE 


Stock markets continue hesitant and inactive. Home 
stocks are steady enough but mining and commodity 
issues are reactionary. Business is mainly professional 
with investment activity small. 


Burberry’s Accounts 


We present this week the accounts of Burberry’s 
Ltd for the year to March 31st last. This company, 
whose name must be known to the majority of our 
readers, is under the chairmanship of Mr Geoffrey 
Bostock, F.c.a. As will be seen, the business has been 
badly hit by the textile depression and there is no 
dividend, either for the ordinary or the preference 
shareholders. It must be a great disappointment to 
the board who have brought the preference capital 
to dividends in recent years after a long period off 
the dividend list. 

Mr Bostock in his statement points out that wool 
and cotton reached peak prices in the early months 
of 1951 and that thereafter there was a continuous 
downward trend until September 1951. Demand for 
the company's products then began to contract and 
continued with increasing momentum in the next 
six months. Although prices fluctuated in the six 
months to March 1952, they were lower at that date 
and so the accounts, says Mr Bostock, opened when 
prices were at their highest and closed when they 
were approximately at their lowest. 


_A Domestic Matter 


The resignation of the auditors of the Johannesburg 
Consolidated Investment Co Ltd is a reminder that 
South Africa has reserved its local audit field for its 
own nationals. The company’s directors point out 
that Messrs Kemp, Chatteris & Co were precluded 
from retaining the appointment of auditors of the 
company by the provisions of the South African 
Public Accountants and Auditors Act, 1951, and 
therefore resigned that office at the end of the year. 

Messrs Saml. Thomson & Young and Messrs 
Francis Dix, Bird & Co, who up to that date had 
carried out the audit of the company’s books in 
South Africa, were, in the terms of the South 
African Companies Act, appointed joint auditors 
from January Ist, 1952. "The retiring auditors were 
appointed consulting accountants in the United 
Kingdom to report on the accounts in relation to the 
United Kingdom Companies Act, 1948. 

The company itself is incorporated in the Union 
of South Africa but is still officially controlled from 
this country. Treasury consent to transfer control to 
South Africa was refused last July. 


Statement Form 


Student society accounts are probably not within 
the true sphere of ‘Finance and Commerce’ – we 
say ‘probably’ because our range is far and wide 
and, what is more, elastic – but the balance sheet of 
the Northern Chartered Accountant Students’ Society 


is worth attention and therefore we reproduce it here. 

This year the Society’s committee have decided’ 
to lay out the accounts in statement form. ‘We feel’, 
they write, ‘that this is a new departure in the 
presentation of student society accounts’. A very 
detailed income and expenditure account accom- 
panies the balance sheet and there is a summary of 
the previous year’s account for comparison purposes. 

That student societies should adopt the modern 
form of presentation in their own accounts is to be 
encouraged. But whether or not the Northern Society 
is in fact making a ‘new departure’ remains to be seen. 
We doubt whether any other student society which 
has already adopted this form will hesitate to say so. 


THE NORTHERN CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY 


Balance Sheet as at March 3ist, [952 





£ Liabilities £ s d 
10 Sundry Creditors  .. 45532 6 6 
14 Subscriptions paid in advance - 54 10 


Assets 
29 Cash at Bank 
Cash held by 
5 Duplicating Agents .. £5 
Honorary Secretary .. 5 
Sunderland Honorary 5 


00 
00 
5 Secretary .. 0 0 





[nvestment at Cost 
Universal Permanent Building So- 
ciety: 
100 100 Preference Shares of £l each.. 100 0 0 
Subscriptions etc. In 
Arrears .. £89 3 4 
Less Provision for 
6 Doubtful Debts 20 9 0 





68 14 4 


383 ПИ 
New Library Books 
purchased.. .. #45 8 4 
Less Amount written 
off, being Balance of 
* Grant from the Insti- 
tute of Chartered 
Accountants as at 
2 March 31st, 1939... 2 3 2 





435 2 
426 17 | 


£179 10 5 





Deficiency of Assets at March 3156, 
1952.. aid ws M A 


Occasioned by 
Excess of Expenditure over In- 
come per income and Expendi- 
37 ture Account .. .£292 10 6 
Less Balance of Accumulated 
{50 Surpluses at April 156, 1951.. 113 0 | 
£179 10 5 


(Signed) J, GELLEY, Hon. Treasurer. 


Report of the Auditors to the Members of 
The Northern Chartered Accountant Students’ Society 


We have examined the above Balance Sheet with the books and vouchers 
of the Society, and report that in our opinion such Balance Sheet exhibits 
a correct view of the state of the Society's affairs as shown by the books. 
. M. ROBINSON, F.C.A., 
W. J. MORRISON, 
Hon. Auditors. 





Newcastle upon Tyne, 
June 11th, 1952. 


Money Market 


A further fall to £2 8s 4:14d per cent was seen in the 
Treasury bill rate on October 17th. Applications 
totalled £315,755,000 and, bidding at £99 75 114, . 
the market obtained 64 per cent of requirements. 
This week’s offer is £230 million. 
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BURBERRYS LIMITED 
Profit and Loss Account for the Year ended March 3156, 1952 
i 1951 
Adjusted for 5 ғ $ 
Comparison 
Profits on Trading before crediting or charging Items shown below, but after making prevision for сеооа 
390,823 losses on goods purchased but пос yet delivered (£30.00 ) . AG 69,371 
302 Income from Investments .. vis PS E e s 160 
11,958 Rents Receivable, less outgoings 12,629 
403,083 82,160 
Deduct: 
Directors’ Emoluments— 
1,650 For Services as Directors ys .. 1,600 
7,001 For other services és ~ ae S 7,589 
8,65! Тота! Emoluments  ,. vs n 9,189 
615 Less Paid by Subsidiary Company Ha — 
8,036 9,189 
17,793 Depreciation 19,279 
6,000 Provision for expenses "of closing Buenos Aires Branch vs == 
_ 31,822 — — 28,468 
371,254 Net Profit for year before charging Taxation Я d 53,692 
leduct: 
Taxation in the United Kingdom based on profits of the year— 
77,180 Profits Tax .. M T i 6,021 
148,050 Income-tax (including Reserve for 1952-53 £9 350) Jė EN 8 36,522 
225,230 42,543 
55,919 Deduct Double Taxation Relief vs а 41,720 
169,311 823 
56,346 Overseas Taxation .. ё y 42,669 
225,657 m 43,492 
145,597 Net Profit for the year . ae 2s 10,200 
— Adjustment in respect of taxation provided in eariler years ET v 12,000 
16,429 Brought forward from last year — .. 55 we 16,885 
162,026 39,085 
: Deduct: 
69,016 Transfer to General Reserve... us $ = ‘ x» А 8,147 
Proposed Dividends (less юг. 
59,063 Preference Stock ТЕ SA «а . А .. ud 
17,062 ‘A’ and 'B' Ordinary Stock ; " xx Ks " — 
145,144 —— р —— 8,147 
£16,885 Carried forward to next year per Balance Sheet .. o, ne ag A T aa «ё £30,938 
—— 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Fluctuating Price Levels 


Sir, ~ Your correspondent, Mr R. C. Warren, in 
his letter published in your issue of October 18th, 
poses a most interesting example on ‘conversion 
accounting’ and asks for readers’ comments or 
solutions. The main interest in the question lies: 


(а) in the fact that, so far from giving the lie to 


Professor Wimble’s assertion that only one 
‘index’ is relevant, and that special indices for 
each commodity are irrelevant, he quotes an 
example which, it so happens, does not contain 
one single element either of profit or of loss 
which is due to monetary inflation; 

(6) in so doing, he demonstrates a typical confusion 
of thought between trading losses and losses due 
to inflation; 

(c) this in itself gives a little-discussed sidelight on 
how conversion accounting produces a truer 
trading profit, quite aside. from the inflation 
angle; 

(d) he. provides a golden opportunity of demonstrat- 
ing how conversion accounting alone is able to 
show the self-same result in either profit and 
loss or balance sheet in the examples he gives, 
whether or not his trader makes the self-cancel- 


ling purchase and sale during his financial year; 


and 

(e) we can see at the same time how conversion 
accounting alone gives any intelligible meaning 
to the time-honoured, conventional and 
thoroughly-accepted accounting principle of 
‘the lower. of cost or market value’. 


To appreciate these points, we need to grasp four 
fundamental concepts: 


(1) Conversion accounting seeks solely to eliminate 
the effects of monetary inflation (or deflation), 
ie. the fluctuations in the general purchasing 
power of the £. It does not attempt to deal with 
special rises or falls in the price of one particular 
commodity which deviate from the general 
trend, and which affect only certain trades and 
are а normal business risk. 

(2) To achieve this, all figures are shown in terms of 
one homogeneous unit of currency —the £ at 
its value as at the balance sheet date. 

(3) When giving examples of the profit and loss 
account, we talk of a ‘year-average £’, thinking 
of a business trading more or less evenly through- 
out the year. Averages are used simply to avoid 
trying to convert every individual item — in 
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practice, one would most probably get over 
seasonal variations by converting, say, at one- 
monthly ‘rests’. Should, of course, there be 
only one transaction, as in Mr Warren's example, 
obviously the 'average' of his transactions took 
place at the rate prevailing on the date he has 
selected: 115 for commodities and 130 for 
‘inflation’. i 
(4) Conversion accounting deals with one problem 
_only - the fluctuating £. It in no way seeks to 
overthrow such accounting principles as that 
stock should be valued at ‘the lower of cost or 
market’ — except, of course, that ‘cost’ is con- 
sidered in terms of ‘adjusted £'s'. The classic 
reasoning that ‘a fall in value reflects a loss 
which has occurred; a rise reflects a profit which 
will not be earned until realized’ is in no way 
challenged. 


It is this point (4) which is really the key to Mr 
Warren’s problem. The commodity, one remembers, 
went up by only 20 per cent, against the general 
price level, which went up by 40 per cent. Ín effect, 
therefore, ‘this particular commodity decreased rela- 
tively in price against all other commodities; and 
whereas historical accounting ignores this so long as 
the price rose а little, conversion accounting takes it 
in its stride. Conversion accounting would say to 
Mr Warren: 


Example 1. Stock held throughout the year. £ 


Cost as at January rst 5,000 
. Cost translated into year-end £’s (гов: 140) 7,000 
Actual market, in year-end £s — .. 6,000 
Lower of cost or market value, both ex- 
pressed in year-end £’s 6,000 


Example 2. Stock purchased for £ 57 50. £ 


Cost, at September 30th 5,750 
Cost translated into year-end £’s (т 30: 140) 6,192 
Actual market, in year-end £’s 6,000 
Lower of cost or market value, both ex- 
pressed in year-end £’s 6,000 


In either case, we have sustained a trading loss of 
£1,000 present- day £’s, because our stock is worth 
only /6,000.on the market, against £7,000 had it 
gone up like everything else with the general inflation 
index. Where Mr Warren becomes confused is that 
he is charging trading account with this relative fall 
for the first nine months (when it went up only from 
“£5,000 to £5,750 instead of to £6,500);. but he is 
ignoring the relative fall in the last three months by 
omitting to value at the lower of (adjusted) cost or 
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market at the year-end. He must vale his closing 
stock at £6,000, not at £6,192: and it similarly, in 
his. first example, at £6,000 (market) instead of at 
£7,000 (adjusted cost). If he fails ‘al do this, his. 
problem is no different from that where the £ has 
remained stable, and his particular commodity falls 
in price, when he could quote two examples of the 
man who hangs on to his stock without writing it 
down (and shows no loss) against the man who sells 
and re-buys, but thus realizes his loss. || 
Reverting to his example, hold or sell we get: 

















| c 
Opening stock (100 : 140) | .. 7,000 
Purchases.. | "e c 
j| < 7,000+% 
Sales ro А Le = 
f 7,000 
Closing stock ur i 6,000 
Trading loss vs TT is ih £1,000 
І agree, at whatever rate we take our = and 


sale conversions is here immaterial — they cancel.out. 
The important thing is, there is zo loss On conversion, 
as in this example there is no profit or loss on inflation 
whatsoever. Profits or losses on inflation arise from 
fluctuations in the value of the monetary unit 
affecting cash or receivables held, дг creditors, 
expressed in money’s worth. They do not arise from 
deviations from the general monetary trend by 


individual price-levels of individual commodities, апу 


such deviations being simply and solely trading profits 
or losses. His conversion trial balance S Es read as 
at the foot.of this page. 

Had we sold for £7,050 and then held on to the 
cash, we should, of course, have sustained a loss on 
inflation, as the £1,300 cash is still only £1,300 in 
year-end money, instead of the £1,400! we should 
have required merely to ‘tread water’ and to ride the 
waves of inflation. This would have given us the 
example shown at the head of page 496. | 

Items are expressed in money and money’s worth – 
thus, and thus alone, do losses due to inflation occur. 
And so there we are: 


(1) Mr Warren’s example shows different results for 
his two traders simply because he throws over- 
board the old principle of ‘lower of cost or market 
value’ — either for the whole year irl the case of 
his first trader, or for the further drop in the 


last three months in the case of [his second 














: Historical Rate ee d currency 
+ £ 
Opening stock 5,000 IOO: 140 7,000 
Purchases 5,750 130 : 140 6 192 
Sales А «s 2s "- .. 5,750 | 130 : 140 | 6,192 
Closing stock .. | .. zx ME De Market 6,000 6,000 
Capital and reserves . 5,000 100 : 140 j 7,000 
£10,750 £10,750 6 19,192 £19,192 
Loss on conversion: .. | .. E А 


Nil | 


\ 
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Historical Rate Present-day currency 
£ £ £ £ 
Opening stock 5,000 100: 140 ` 7,000 3 
Purchases 5,750 130 : 140 6,192 . 
Sales Е 7,050 130 : 140 7,592 
Closing stock .. Market 6,000 6,000 
Capital and reserves . 5,000 100 : 140 7,000 
Сазћ 1,300 140 : 140 1,300 
£12,050 £12,050 20,492 20,592 
Loss on conversion 100 
£20,592 £20,502 








trader. Trader No. 2, however, has actually 
realized nine months of his loss. These, however, 
are trading losses—and somehow Mr Warren 
has allowed a ‘loss on conversion’ to worm its 
way in that doesn’t belong there at all. 

(2) In fact, both traders started and ended with the 
same amount of stock and nothing else. Common 
sense suggests that both of them must be equally 
as well- or as badly-off as each other. 

(3) Their commodity, compared with general price- 
levels, hasn't kept pace: so they're holding 
something which, comparatively, is worth less 
than it was. Common sense, again, as well as 
the economist, points to a ‘real’ loss. 

(4) Historical accounting ignores the whole issue, 
and gaily says that Trader No. 1 has stayed all 
square, whilst No. 2 has made £750 ‘profit’ 
(on which he'll have to pay tax, realizing a little 
of his stock to do so, and thus holding even less 
stock, and less of less-valuable stock at that). 

(5) LiFo, admittedly, shows each trader equal, with 
neither showing a profit. But it doesn't take 
account of the value-trend of that commodity, 
and throw up the ‘real’ loss — nor does it help 
with the £1,300 cash which is now worth less 
than when it was earned, in my own further 
example. 

(6) Conversion accounting shows each trader equal: 
by injecting a little intelligence into ‘the lower of 
cost or market value' it copes with the fact that, 
comparatively, this commodity has declined in 
value, and shows this up for what it is, a trading 
loss peculiar to this commodity, measuring it at 
£1,000; and lastly, alone, it copes with the ‘loss 
on inflation’ due to that £1,300. 


I have the honour to be, Sir, 


Your obedient servant, 
Bournemouth. - JEFFERY ENGLISH. 


P.S. Three cheers for Mr George O. May. The 
frigates have been joined by a battleship. 


Charities and Schedule A Tax 
Sm,-I have recently come across the diificulty 
mentioned by Mr Leslie Todd in your issue of 
October 4th, regarding premises owned by a charity 
but in the use and enjoyment of a person whose total 
income amounts to more than £150. Whilst we were 
unable to avoid the £150 limitation we were able to 





obtain effective exemption from Schedule A by - 


claiming under Section 103 (d), Income Tax Act, 


1952, that the amount of repairs incurred in the year 


of assessment on all the property owned by the charity 
be set off against the net annual value of the property 
for which exemption cannot be obtained because of 
the proviso in Section 448, Income Tax Act, 1952. 
Perhaps Mr Todd might be successful on this line, 
if the charity with which he is concerned could be 
said to be a ‘hospital, public school or alms-house'. 
Yours faithfully, 
JAYBEE. 


Earned Income Allowance: Vicar's Wife 


Sir, - Your correspondent (October 18th issue) may 
like to know that we were successful in obtaining relief 
for a salary paid by a rector to his wife for parochial 
duties carried out (sick-visiting etc.). There was no 
assistant curate in this case. 
Yours faithfully, 
BETTERIDGE, CHIVERS & CO. 
London, SW 1r. 


The Finance Act, 1952: Commencement 


Sir, - With regard to the October 18th issue of The 
Accountant — correspondence at page 463 – I would 
remind you that so far as ‘avoidance’ is concerned, 
there is a very important provision in Section 69 (1) 
of the Finance Act, giving earlier dates back to 
May 28th. 
Yours trully, 
Edinburgh. W. MILLER. 


[Section 32 of the Finance Act, 1951, deals with trans- 
actions the main purpose (or one of the main purposes) 
of which is the avoidance or reduction of profits tax 
(not income-tax). Subsection (3) provides that certain 
specific transactions (such as the issue of shares) are to 
be deemed to have avoidance as their main purpose if 
‘having regard to the provisions of the law relating to 
the profits tax other than this section which were in force 
at the time when the . . . transactions were effected the 
main benefit which might have been expected to accrue 
from the . . . transactions in the three years immediately 
following the completion thereof was the avoidance . . . 
of liability to the tax’. | 


Section 69 (1) of the Finance Act, 1952, extends the 
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avoidance provisions to excess profits levy. At the same 
time it provides that the provisions of the Finance Bill 
are to be deemed to have been in force when, broadly 
speaking, the Finance Bill was published, but only for 


IN PARLIAMENT 


Dividends and Wages 


Mr Оѕвовме asked the Chancellor of the Exchequer 
how much was distributed in dividends after payment 
of income-tax during the last financial year; how much 
was paid in wages and salaries; and how much per 
week the total dividend distributions represent spread 
over the 23,478,000 total working population. 

Mr R. A. BUTLER: Estimates of dividends paid and 
of wages and salaries are not available for the last 
financial year. For the calendar year 1951, debenture 
interest and dividends on preference and ordinary 
shares paid by companies are estimated to have been 
£596 million before tax, and wages and salaries 
£7,735 million. No estimate is available of the amount 
of income-tax attributable to debenture interest and 
dividends. The total of £596 million, if spread over 
23,478,000 persons, would represent gs gd per week 
per head. 

Mr OssonNE: Is that figure of gs 9d not misleading, 

7 in so far as the £596 million paid out by way of interest 
on dividends would be subject to the deduction of 
more than half for income-tax and sur-tax, and could 
the Chancellor give us the net figure? 

Mr Butter: It has taken me quite a long time to 
prepare that answer, bux I will certainly see if I can 
improve upon it next time. 


Hansard, October 14th, 1952. Oral Answers, Col. 13. 


Tax Allowances: Assessment Forms 


Mr. Hosson asked the Chancellor of the Exchequer if 
he will revert to the practice of making provision on 
income-tax assessment forms for stating details of 

" trade union superannuation contributions, funeral 
benefits and tools for which tax allowance can be 
claimed and obtained. 

Mr R. A. BUTLER: The information given on income 
tax forms about these allowances has not been cur- 
tailed. If the hon. Member will write to me explaining 
in what way he considers the present arrange- 
ments unsatisfactory, I will have the matter looked 
into. 

Mr Новѕом: Is the right hon. Gentleman aware that 
at the present time there is no space at all on the 
forms for inserting the superannuation contributions 
of trade union members? 
^ Mr Butter: I will pay attention to-the point which 
the hon. Member has raised. If he would like to 
elaborate it and see me; I should be only too glad to 
meet him. 


Hansard, October 14th, 1952. Oral Answers, Col. 20. 
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the special purposes of the provision quoted verbatim 
above. But for this last provision, Section! 69 (1) could 
have been evaded by entering into thé transaction 
before the Act received the Royal Assent! — Editor 





Census of Production : 

Mr Naparro asked the President of the Board si 
Trade what simplification and curtailment is now 
proposed in connexion with future Census of Pro- 
duction and distribution forms sent by his department 
to manufacturing, commercial and trading firms; and 
what general reduction will be achieved in. questions 
asked. 

Mr H. Srrauss: In the Census of Production for 
1952, to be taken in 1953, the adoption of sampling 
methods will relieve a large proportion of the smaller 
and medium-sized establishments of the|need to make 
returns. Moreover, fewer questions will be asked than 
in any previous census. The Census of Production for 
1953, to be taken in 1954, will be on similar lines. 

There is ne intention of taking a second Census of 
Distribution in the near future. 
Hansard, October 14th, 1952. Written Answers, Col. 3. 


Wing Commander HULazRT asked the President of the 
Board of Trade the policy of his Department in regard 
to the continuance of the Census of Production. 

Mr H. Srrauss: In order to reduce statistical 
work to the minimum required to meet the essential 
needs of Government and industry, the censuses for 
the years 1952 and 1953 will be based on sampling 
methods, as a result of which a large proportion of the 
smaller and medium-sized establishments will not 
have to make returns. This is in accordance with the 
advice of the Advisory Committee. 

Hansard, October 14th, 1952. Oral aa Col. 5. 





Savings Bank Deposits: Tax 


Mr Bevins asked the Financial Secretary to the 
Treasury the nature of his regulations affecting the 
payment of income-tax on interest received on savings 
bank deposits, where the annual interest is £15 or 
less in the case of people of moderate income; and how 
far the Board of Inland Revenue are enabled by his 
regulations to exercise discretion where the pay- 
ment of tax on the past six years' interest involves 
hardship. 


Mr Bovp-CanPENTER: Savings bank interest is 
liable to income-tax under the law and should be 
included in the taxpayer’s income-tax feturn whether 
the amount is greater or less than £15. Where tax 
is legally due it is the duty of the Inland Revenue to 
collect it. Where hardship can be shown to arise from 
collection in a lump sum the Inland Revenue are, in 
appropriate cases, prepared to consider an application 
by the taxpayer for payment of arrears by instalments. 


Hansard, October 15th, 1952. Written Answers, Col. 26. 
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NOTES AND NOTICES 


Personal 


Messrs FRANKLIN, WILD & Co, Chartered Accoun- 
tants, of Orient House, 42-45 New Broad Street, 
London, EC2, announce that as from October rst, 
1952, they have taken into partnership Mr Davip 
Ross HINDLE, A.C.A., and-Mr NELSON MARK ASKWITH, 
A.C.A., SONS of the present partners. The title of the 
firm remains unchanged. 

Messrs CaTTELL & CHATER, Accountants and 
Auditors, of Bank Chambers, High Street, Kettering, 
announce that Mr A. E. B. FOXWELL, a.c.a., was 
admitted a partner on October rst, 1952. 

The partners of Mgssrs TTANsLEy Witt & Co, of 
22-24 Ely Place, London, ЕСт, announce that they 
have taken into partnership with effect from February 
Ist, 1952, Mr ТАМ GEOFFREY BUTLER, M.A., A.C.A., 
and with effect from September 15th, 1952, Mr 
Eric Joun Коттом May, A.C.A., who has been with 
the firm for twenty-five yéars. 

MR E. CLIFFORD THORNE, F.C.A., announces that 
he has acquired the practice of G. Croox & Co, 
Incorporated Accountants, of Hampton Hill. The 
practice will continue to be conducted from 64 
Wellington Road, Hampton Hill, Middlesex, under 
the style of G. Croox & Co, Chartered Accountants. 
The existing practice of E. CLirrorp THORNE & Co, 
Chartered Accountants, will be continued as here- 
tofore at 466 Bath Road, Slough. 


King George VI National Memorial Fund 


Donations to the King George VI National Memorial 
Fund, which has been inaugurated for the construc- 
tion of a memorial statue in London and the founda- 
tion of a scheme to be administered for the benefit of 
the mental and physical welfare of the young and old, 
have been steadily arriving at the Mansion House and 
now exceed £400,000. 

The executive committee of the Fund recently 
appointed a sub-committee to ‘the philanthropic 
scheme and the trust deeds of the scheme are now 
being drafted. Among the sub-committee members is 
Mr J. B. P. Williamson, F.c.a., a partner in the firm 
of Turquand, Youngs & Co, Chartered Accountants. 

We draw our readers’ attention to a donation form 
to the Fund which appears on page ix of this issue. 


The Royal Commission on the Taxation 
of Profits and Income 


The Minutes of Evidence for Friday, July 25th, 1952, 
and Friday, August ist, 1952, the sixteenth and 
seventeenth days of public hearings, are now on sale 
at H.M. Stationery Office, price 3s each, plus postage. 
Evidence on the sixteenth day was given on behalf 
of The Association of British Chambers of Com- 
merce and The Society of Incorporated Accountants 
and Auditors, and on the seventeenth day by Mr 
Geoffrey Crowther and Mr Roland Bird, and on 
behalf of The Federation of British Industries. 


Actuaries’ Investment Index 


The following table is a brief extract from the latest 
figures furnished to subscribers to the Actuaries’ 
Investment Index, which is undertaken jointly by 
the Institute of Actuaries and Po the Faculty of 
Actuaries in Scotland. 








(Price Indexes (Dec. 31st, 1938 
== 100) 





















































Class of Security Securi-| Sept. | Dec. | July | Aug. | Sept. 
ties | 25th, | 27th, | 29th, | 26th, | 30th, 
1951 | 1951 | 1952 | 1952 | 1952 
British Government 2} per 
cent Consols А 1 92:9 | 87:2 | 80-0] 848] 830 
Ноте Corporations k 4 90-2 | 82-6 | 75-6 | 77-9 | 80-0 
Investment trust debentures 4 94-0 | 85:7 | 79-5 | 80-3 | 812 
Industrial debentures: 
Productive, distributive 
and miscellaneous .. 20 95:6 | 87:4 | 829; 83-3 | 847 
Investment trust preference 
Shares  .. 8 907 | 83:3 | 78:3 | 787 | 80-3 
Industrial preference shares: 
Productive, distributive 
and miscellaneous .. 64 988| 91-6 | 86:1 | 8671 881 
Industrial ey shares: Я 
Productive . 38 | 167-5 |149:7 |133-3 | 141-2 | 140-7 
Distributive js M 23 |213-4 |193-1 1166-2 1 174-3 1177-4 
Miscellaneous .. 39 1131-4 1119-0 | 109-7 | 113-5 {113-3 
АШ classes of industrial 8 
ordinary shares combined | 100 |159-8 | 144-0 | 128-9 | 135-0 [135-3 
Ordinary shares: 
Banks and discount com- 
panies 10 [100-3 | 91-1 | 80-7 | 86-8] 860 
Insurance companies v 10 |130:2 |118:3 | 106-1 | 110-9 | 108-9 
Investment trust com- 
panies 5 З 9 1159-7 |151:0 ! 129-8 ! 134-3 '143-4 
Construction: Geometric average, accrued interest in fixed interest 


securities and bonus issues allowed for. 
‘Productive’: Aircraft, building, cotton, electrical manufacturing, etc. 
! Distrihutive : Shipping, stores and catering. ; 
‘Miscellaneous’: Companies not included Sider any other heading. 


Excess Profits Levy 
SUPPLY oF FORMS TO ACCOUNTANTS 


The Board of Inland Revenue states that application 
for the following excess profits levy forms may now 
be made by accountants and other persons concerned 
with the preparation of excess profits levy computa- 
tions for submission to H.M. Inspectors of Taxes. 


E.P.L. 3: Computation of excess profits levy liability for 
a chargeable accounting period. 

E.P.L. 3-2: Computation of profits of standard years. 

E.P.L. 3-3: Computation of undistributed profits or over- 
distribution of profits in relation to the first chargeable 
accounting period. 

E.P.L. 3-34: Computation of undistributed profits or 
over-distribution of profits in relation to a chargeable 
accounting period other than the first. 

E.P.L. 5: Explanatory notes covering all the above forms. 

An application for computation forms should not 
exceed the estimated requirements of the next twelve 
months including, if desired, an office copy of each 
computation submitted to an Inspector of Taxes. 
А copy of form E.P.L. 5 can be supplied for each 
member of the applicant's staff likely to use the 
computation forms. 

The forms may be obtained from the Inspector of 
Taxes in whose district the applicant's office is 
situated; a branch office may apply to its local. 
Inspector so long as overlapping requests from the 
rain office and branch offices are avoided. 


October 25th, 1952 


The Institute of Internal Auditors, New York 
LONDON CHAPTER 


"The 1952-53 programme of the London Chapter of 
the Institute of Internal Auditors, New York, com- 
menced on September 17th with an address by Mr 
J. О. Davies, Е.С.А., A.C.W.A., on ‘Organization and 
administration of an internal audit department'. A 
second address was given on October 1st, when Mr 
K. W. Bevan, A.C.A., spoke on "Operating reports for 
management', and further meetings are to be held as 
follows: 

November5th: ‘The auditor and mechanized сава" 
by Mr J. Perfect, Е.С.А. 

December 3rd: ‘Selected problems of internal control’, by 
MrJ. E. Read, A.C.A. and Мг:Т. W. Sly, a.s.a.a. 

January 7th: ‘Efficiency audit’, by Sir Reginald Wilson, 
Comptroller of the British "Transport Commission. 

February 4th: ‘Control and audit of transport costs’, by Mr 
A. H. Abbot; "Investigation of contracts’, by Mr J. R. 
Robinson, a.c.a.; ‘Security’, by Mr J. R. Tait, C.A. 

March 4th: ‘Relationship between the statutory auditor and 
internal auditor’, by Mr W. С. Densem, Р.С.А. 

April ist: ‘Internal auditing in practice — the scope of my 
job’, by Messrs H. 'T. Craggs, a.c.a., H. Johnson, and 
J. Shannon, А.С.1.5., A.C. W.A. 

May 6th: ‘Accounting principles in relation to published 
accounts’, by Professor W. Baxter, B.COM., C.A., 
Professor of Accounting, University of London. 

June roth: Annual general meeting. 


Al meetings will be held at The Kingsley Hotel, 

Bloomsbury Way, London, WCr. 
~ The main object of the Chapter is the development 

of internal auditing as a constructive aid to manage- 
ment, and membership is limited to those holding 
responsible managerial positions covering the field of 
internal auditing. 

Mr O. A. Mackinnon, c.a., c/o British Broad- 
casting Corporation, Broadcasting House, London, 
Wiz, is secretary of the Chapter.’ 


The Institute of сена: Accountants of 
India | 


PRESIDENT ELECTED FOR 1952-53 


Mr G. Basu, A.5.4.4., who attended the Sixth Inter- 
` national Congress on Accounting as leader of the 
delegation from The Institute of Cost and Works 
Accountants (India) has been elected President of 
The Institute of Chartered Accountants of India for 
1952753. 

Mr Basu was one of the founders of The Institute 
of Cost and Works Accountants in India in 1944, 
and is its honorary secretary and treasurer. When 
The Institute of Chartered Accountants of India was 
established in 1949,. he was elected first vice- 
president, 
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The ‘Chartered Accountant Students’ 
Society of London 


PRESIDENT’S MEETING | 
The President’s Meeting of the Chartered Account- 
ants Students’ Society of London will| be held on 
Tuesday next, October 28th, at 5.0 p.m.;lin the Char- 


tered Insurance Institute’s Hall, 20 Aldermanbury, 





London, EC2. The President, Mr s H. Gillett, 
M.C., Е.С.А., will be in the chair. 
The meeting will be addressed by ford Balfour 


of Inchrye, P.C., M.C., who will deal with the proper 
use of leisure, both of time and of mind, in securing 
maximum efficiency under conditions| of pressure 
such as those which bear upon articled clerks. 

The Lord Mayor of London, Sir Leslie Boyce, 
K.B.E., hopes to be present to make a short speech. 

Accommodation is unfortunately limited to 480, 
and members who will therefore be unable to use 
their admission cards are asked to return them to the 
secretary so that others may be given the opportunity 
of attending. 


Distribution of German € 


EXTENSION OF ‘TIME FOR CLaIMs 

The Parliamentary Secretary to the Board of Trade 
announced in Parliament last week thatthe President 
had made an order extending until November 3oth, 
1952, the time for all claims under the Distribution of 
German Enemy Property (No. 2) {lOrder. This 
extension applies to claims arising out of German 
Reich and non-Reich bonds, and all other forms of 
German enemy debt, such as trade debts. 


Persons who think they are entitled to share in this 
distribution and have not already made a claim, or wish 
to make additional claims, should apply without delay for 
the appropriate forms to the Administra tor of German 
Enemy Property, Branch X, Lacon House, 'Theobald's 
Road, London, WCr, stating which form they need, or 
giving brief particulars of the bonds or|other debts in 
respect of which they propose to claim./jI'he completed 
forms must be returned by November 39th, 1952. 


Mansfield Law Club! 


'The 1952-53 series of lectures to bé given at the 
Mansfeld Law Club, City of London College, 
Moorgate, EC2, commenced on Thursday, October 
16th, and the following are particulars of the first 
three lectures: . | 
October 16th: ‘Recent developments in 'the law’, by the 
Rt. Hon. Lord Justice Denning. i 
October 30th: ‘The rule of law in industrial relations’, by 
Mr Clive M. Schmitthoff, LL.M., LL.D., Barrister-at- Law. 
November r3th: ‘The banker as executor and trustee’, by 
Mr H. D. G. Trew, LL.B., Barrister-at-Law. 
Visitors will be welcome at the meetings, which 
commence at 6 p.m. 





Telephone: Victoria 2002 (3 lines) 
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Chartered Accountants’ Golfing Society 


The autumn meeting of the Chartered Accountants’ 
Golfing Society was held at Burnham and Berrow 
Golf Club on October 11th and 12th. The weather 
and the hospitality of the Club combined to make the 
meeting a most enjoyable one for the thirty-six 
members who attended. 

The Medal Round on the Saturday morning was 
won by D. W. Gibson who, playing from a handicap 
of 11, returned a gross score of 84 (net 73). Messrs 
J. S. Phillips and R. A. Daniel tied for second place 
with net scores of 75 and the second prize was awarded 
to J. S. Phillips who had a better score over the last 
nine holes. D. W. Gibson also won the Turquand- 
Youngs Challenge Cup, having had a net score of 
75.at the summer meeting at Sunningdale which 
gave him an aggregate of 148. 

The leading results of the competitions played 
during the week-end were as follows: 

MEDAL COMPETITION 
1. D. W. Gibson 84—11==73 Wins 1st prize 
2. J. S. Phillips 92—17=75 Wins 2nd prize (on 
best score over 
last nine holes) 


R. A. Daniel 85—10=75 
4. C. H. Young 79— 2277 Wins Scratch Prize 
5. ]. H. L. Davies 94—15 =79 
6. F. Green . 90—11 :=79 
7. Т. Е. ВгеакеП 91—11 =80 
R. D. Henderson 85— 5=80 
: H. Lemmon 88— 8=80 
Rodway Stephens 89— 9=80 
ir. H. D. Nicholson 83— 2=81 
J. B. P. Williamson 95—14==81 
13. J. Clayton 89— 7=82 
H. W. Pitt 91— 9=82 
P. V. Roberts 93—11282- 


GREENSOME (STABLEFORD SCORING) 


P. V. Roberts and C. H. Young 35 points 

D. W. Gibson and S. W. Penwill 33 55 

F. L. B. Abbott and K. P. Chapman 31-5; 

J. Clayton and C. I. Steen 31 , 

F. Green and H. Lemmon : 30 , 

R. D. Henderson and H. W. Pitt 35, 

H. D. Nicholson and J. B. P. Williamson 30  ,, 

W. H. Parton and Rodway Stephens 28 ,, 

T. E. Breakell and R. A. Daniel 28, 
FounsoMES (STABLEFORD SCORING) Points 

R. D. Henderson and H. W, Pitt 312/16:zhs 

F. Green and H. Lemmon 30°5/16ths 

H. D. Nicholson and J. B. P. Williamson 28 

T. C. Miller and K. Mustard 27:13/16ths 

J. D. Green and L. V. Mills 27'11 | 1668 

J. S. Hyland and E. H. Wingfield 27 

T. E. Breakell and R. A. Daniel 26:3/16ths 

D. V. House and J. F. S; Rogers 24°12/16ths 


Bocey Foursomes (OVER 12 Hoes) 
R. A. Daniel and J. B. P. Williamson I down 
D. W. Gibson and S. W. Penwill 2 gs 
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Industrial Savings Drive 


In a recent letter circulated to employers throughout 
the country, Mr Peter Thorneycroft, President of the 
Board of Trade, stressed the powerful influence of 
the National Savings Movement in the 'fight for 
economic recovery. He appealed for the whole- 
hearted support of the savings movement's 'Industrial 
Drive', which continues until next March and has as 
its object the establishment of savings groups in firms 
at present without them, and of increasing member- 
ship and subscriptions in firms where groups already 
exist. 


Australian Manufacturing Industries 


The Commonwealth Government of Australia is 
shortly to publish a reference book entitled The 


Structure and Capacity of Australian Manufacturing ~ 


Industries, which will include detailed information 
on all aspects of Australian industry. 


Recent Publications 


Tue HosPrTALS YEAR Book, 1952. vii+ 1,402 pp. 10 64. 
45s net. The Institute of Hospital Administrators, 75 
Portland Place, London, Wr. : 

Prorits Tax MaNuar, by James S. Heaton, F.S.A.A. xix + 
234 pp. 8} X 5. 205 net. Jordan & Sons Ltd, London. 

Income Tax LAW AND PRACTICE, 24th edition, by. C. A. 
Newport, Р.А.С.С.А., and Oliver J. Shaw, Barrister-at- 
Law. xxxviii +397 pp. 9 x 6. 275 6d net. Sweet & Maxwel 
Ltd, London. - 

Cost ACCOUNTING AND PRODUCTIVITY: the use and practice 

. of cost accounting in the U.S.A.; report by a group of 
European experts. 125 pp. 93X6. 4s 6d net; by post 
4s 104. Published by the Organization for European 
Economic Co-operation, and available from H.M.S.O. 

COMMERCE AND THE CoMMERCIAL OrrICcE, by William 
Campbell, А.С.1.5. and edition by H. О. Beecheno, 
B.COM. viii +656 pp. 9X54. 305 net. Sir Isaac Pitman & 
Sons Ltd, London. . 

Dymonp’s DeatH Duties, 2nd (Cumulative) Supplement 
to 11th edition, by Robert Dymond and Reginald K. 
Johns. xv4-91 pp. 9X6. 8s 64 net. The Solicitors’ Law 
Stationery Society Ltd, London. 

GUIDE TO THE Excess PROFITS Levy. 31 pp. 84x 54. 1s net. 
Federation of British Industries, 2: Tothill Street, 
London, 

PART-TIME TEACHING, by F. W. Kellaway, B.SC., DIP.ED. 
124 pp. 74X5. 7s ба net. С. Bell & Sons Ltd, London. 

FACTORY ORGANIZATION AND MANAGEMENT, by N, F. T. 
Saunders, B.Sc, хи+ 195 pp. 8$ x 52. 16s net. Sir Isaac 
Pitman & Sons Ltd, London. 

Company CONTROL, by Т. С. Rose, F.LI.A., M.I.MECH.E., 
M.LP.E. 40 pp. 84 X 54. 10s 6d net, 11s post free, Gee & 
Co (Publishers) Ltd, London, 


Our Contemporaries 


THE SECRETARY. (October.) . 

JOURNAL or THe INDIAN INSTITUTE OF ACCOUNTANCY AND 
TAXATION. (New Delhi.) (September.) . 

SECRETARIES CHRONICLE. (October.) 

N.A.C.A. BULLETIN. (New York.) (July.) 
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TAXATION AND INCENTIVE 


S the innovator, nominally at least, of the excess profits 
levy, the CHANCELLOR OF THE EXCHEQUER’S stock with the 
taxpayer does not stand very high. However, in a speech 

which he made at-Edinburgh on Friday of last week, Mr BUTLER 
showed promising indications of repentance and gave a veiled 
hint of possible tax concessions in the future. 

He admitted that the preservation of the social services on the 
present scale, near to his heart as they. were, necessarily involved 
considerable sacrifice on the part of the taxpayer. 





"When we tax. people to pay for pensions or food subsidies, there 
are all the less savings available for building up our economic strength 
and productive power, which alone is the basis of ouf standard of 
living — and of the social services themselves. 

‘Let there be no doubt, high Government expenditure – no 
matter how desirable its purposes – and ever-enduring high taxation, 
can, by diminishing the incentive to enterprise and expansion, whittle 
away this foundation and ultimately destroy it altogether." 


The CHANCELLOR did not give any indication of a possible 
reduction in social services but went on to mentión a subject 
to which much lip service is paid but in which littleiseems to be 
achieved, namely economy in the administration об the depart- 
ments of state. Despite all that has been said on this|subject, few 
who come into contact with a Government department fail to 
observe examples of needless waste. Even the Inland Revenue, 
which is not a spending department and is not notorious for open- 
handedness in any sense, presents its examples: ‘nil’ assessments 
typed out in triplicate, requests for information that has already 
been supplied, and the like. | 

A more fundamental and infinitely more promising field of 
inquiry is the question whether a bold reduction in profit taxation 
might release so much frustrated energy as to more than make up 
in. increased production for the fall in tax yield, if indeed such a 
yield does in fact take place. The more capable and energetic 
members of the community have little cause for enterprise at the 
moment. Their gains are heavily taxed on receipt while what is 
left must suffer a crushing purchase tax if it is spent, jor an equally 
crushing estate duty if it is retained. "We must lighten the load 
on the willing horse’, says the CHANCELLOR, ‘but I cannot remove 
all the heavy load by magic’. 

Taxpayers do not ask for magic, but would welcome a little 
more common sense. The excess profits levy will involve a vast 
amount of skilled work by highly paid civil servants, by account- 
ants and by lawyers, although its yield will be ludicrously small - 
and could just as well be reached by the profits (ах || sets a poor 
example in economy to the civil servants who havelto administer 


it and it still further inhibits enterprise and initiative. 
| 
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THE FINANCE ACT, 1952—XVII 
| l PROFITS TAX 


~ 


Last week we completed our examination of the Finance Act, 1952, in so far 

as it concerns income-tax. To assist those readers who wish to refer to these 

articles we publish this week an index covering all the income-tax matters. 

We deal now with the profits tax provisions of the Act, after which we hope to deal 
with the excess profits levy. 


ART IV of the Finance Act, 1952, contains 
pss 33 to 35 inclusive, and deals with 

profits tax. Section 33 (1) prohibits the 
deduction, for income-tax purposes, of profits tax 
for any chargeable accounting period after 1951. 
It is similarly. excluded from management ex- 
penses claims. 

Rates of Tax 

As long as profits tax was deductible for income- 
tax purposes, and the income-tax standard rafe 
approximated to 105 in the £, the profits tax 
burden was in effect reduced by some one-half. 
However, it was not always certain that there 
would, in fact, be any income-tax profit against 


which to set the profits tax, owing to the vagaries ` 


of income-tax basis periods and other complica- 
tions. This could cause inequity. As from 1952, 
there will be no inequity of this kind. 

To leave the rate at 50 per cent of distributed 
profit would have meant too great a burden, since 
the combined rate of income-tax and profits tax 
would have been 97% per cent. Accordingly the 
rate for distributed profit has been reduced, as 
from 1952, to 22$ per cent. This rather more than 
makes up for the prohibition of deduction’ of 
profits tax, the extra reduction being a quid pro 
quo for the new excess profits levy. 

The rate of non-distribution relief has at the 
same time been reduced from 40 per cent to 20 
per cent so that the net rate on undistributed 
profit is 23 per cent net, as against the old 10 per 
cent gross. In other words, the profits tax on 
undistributed profit has been halved. 


Accounting Period 
Owing to the change in rates operative from 
January Ist, 1952, any chargeable accounting 
period which straddles that date is to be split into 
two separate chargeable accounting periods, as is 
done in the case of a period straddling January 
Ist, 1951, when the last change in rate took places 


(Section 33 (3).) | 


This splitting into two chargeable accounting 
periods of what would normally only be one, is 
subject to modifications imposed by paragraph 5 
of the Seventh Schedule. This paragraph applies 
the modification contained in the Schedule to the 
Profits Tax Act, 1949, which applied to a. similar 
splitting in relation to the change in rates occurring 
on October ist, 1949. That schedule was also 
applied, to the splitting of periods which straddled 
January 18, 1951. Broadly speaking, the 1949 


Schedule provides that the chargeable accounting; 


period which is split is nevertheless still to be 
treated in effect as one period for certain purposes. 

Paragraph 5 of the Seventh Schedule, by pro- 
viso (a), goes on to modify the provisions of the 
1949 Schedule itself (but only in relation to 
double taxation relief) by substituting the new 
double tax relief provisions for those mentioned 
in the 1949 Schedule. Proviso (b) directs that any 


double tax relief which would otherwise havé 


gone against the first of the two chargeable-ac- 
counting periods is to be apportioned betwenn 
the t two periods on a time basis. 

Distribution Charge — Transitional Provisions 
Since the purpose of the distribution charge is to 


withdraw. non-distribution relief already given, | 


it would not be logical to provide simply that 


distribution charge is henceforth to be at 20 per: 


cent. Non-distribution relief has already been 
given at the following rates for the following 
periods: ' 


January ist, 1947, to September 30th, 1949, 15 per 


cent 
October ist, 1949, to December 31st, 1950, 20 per 
cent 
January 1st, 1951, to December 31st, 1951, 40 per 
cent 
Moreover the above reliefs were in effect cut 
down by about a half, by reason of the fact that. 
the income relief in respect of the profits tax paid 
was correspondingly reduced, while distribution 


November Ist, 1952 


November 1st, 1952 


charges after 1951 will bring no income-tax 
relief. Roughly speaking, therefore, the above 
percentages represent net percentages of 74, 10, 
and 20 respectively. Paragraph 1 (1) of the Seventh 
Schedule accordingly provides in effect that 
where such pre-1952 non-distribution reliefs are 
withdrawn, the distribution charge is to be ‘at 
the net rate indicated. 'Thus, where the net 
relevant distributions for a chargeable accounting 
period after 1951 exceed the chargeable profit, the 
excess is to be charged at 20 per cent, but only 
up to the-amount on which non-distribution 
relief has been given for a period after 1950 and 
‘has not already been withdrawn. The balance lis 
to be charged at ro per cent, but only up to tlie 
amount on which non-distribution relief has begn 
given at 20 per cent and has not already been 
withdrawn. Any surplus is to be charged at 7$ 
per cent but only up to the amount in which non- 


distribution relief has been given at 15 per cent 


and has not been withdrawn. 


Example 8 
A, Ltd has received the following non-distribution relief 
-and so far has suffered no distribution ee 
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£ 
Year ended December 31st, 1947 150 
» » 1948 go 
9 months to September 30th, 1949 400 at 1595 60 





Total £2,000 | 


pL 


73 months to December 31st, 1949 {100 at 20% . 20 











Year ended December 31st, 1950 1,200 at 20% 240 
Total £1,300 

Year ended December 31st, 1951 "Eod d 40% 280 

| y» 5 1952 800 at 20% 160 

Total £1,500 | £1000 








For the year ended December 318, 1953, the net relevant 
distributions exceed the chargeable profit by; £5,000. The 
distribution charge for 1953 is accordingly as follows. 


In respect of: £ By ok. БАД 








195г and 1952 i 1,500 at 20% 300 
15 months to December 318, 1950 1,300 at 10% 130 

2 years 9 months to September Р m ; 
3oth, 1949 5 2,000 at 7$% 150 
Total £4,800 £580 





"No charge is made for the remaining Lavolpt the £5,000. 
It will be seen that only £580 of the total £1,000 non- 
distribution relief is recovered. The balance of ‘£420 is a 
rough approximation of the additional income-tax which 
A. Ltd paid as a result of reducing its profits tax liability 
for the period up to the end of 1951, the total relief for 
which period was £840. (та be continued.) 
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. A Progressive Business 
i LTHOUGH it has gone past the adolescent 


stage, and in that compares with most of 
the larger industries of today, air transport 
is still rapidly developing in both the broad 
technical sense and in the application of account- 
. ing principles. By its very nature it is a progressive 
business, and its accounting technique must 
therefore be sufficiently flexible on the one hand 
to meet ever changing conditions, and sufficiently 
stable on the other to permit of a continuous chain 
of financial data being assimilated from day to 
day, capable of being subsequently adapted to 
such new conditions as may arise in the future. 
The first commercial airline started operations 
in 1919 with two aircraft and a staff of 20. 
Today there are more than 300 commercial 
airlines operating all over the world with over 
4,000 aircraft employing staffs of about 300,000. 
These few figures will indicate the rapid extension 
of the airline business and give us an idea of the 
accounting ramifications involved. 


Early Accounting Records 


The initial accounting records kept by pioneer 
‘airlines were for the most part simple in their 
‘conception since all that required to:be recorded 
were passenger fares and the expenditure on wages, 
fuel, landing and handling charges and the 
engineering work performed by aircraft repairers — 
‘very much the same as the records which would 
be required in a motor-hire business. 

This state. of affairs was merely transient, as 
the growth and subsequent development of the 
business quickly surpassed all expectations and in 
‘its train called for a corresponding acceleration in 
the establishment of an accounting unit capable 
of dealing adequately with the situation. 

-The accounting profession, as represented by 
‘its members holding executive positions in civil 
aviation, were well able to meet this call, and from 
the simple accounting system of the early days 
has grown a neat and compact branch of account- 
ing specially designed to-serve the present-day 
needs of this important business. Any attempt on 
my part to give a detailed review of airline account- 
ing in all its important aspects would ke. beyond 
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the purpose of this article, and I propose therefore 
to confine myself to dealing with some special 
features which I think will be of interest to the 


professional accountant and to the student. 





Revenue Control 
The principal item of revenue in most airlines 
consists of income from passenger: fares, and 
passenger tickets are generally used as the 
accounting basis. The general accounting control 
over the sources of revenue is obtained from: 
_ (a) aircraft movement records, ee flights 
made; 
(b) aircraft load sheet for each Aight; showing, 
among other things, total number and 
. weight of passengers carried and weight of 
cargo and excess baggage; 
(c) manifests, giving a detailed list of passengers 
. and particulars of each consignment of 
cargo. 
All the principal airlines are members of 
the International Air "Transport Association 
(Т.А.Т.А.) and have adopted a standard ticket 
which, subject to minor permissible | variations, is 
in universal use. 
: Passenger Ticket 
"Tickets are made up in book form with па а 
coupons in the following sequence: 
(1) Auditor’s coupon; T 
(2) Flight coupon; 
(3) Agent’s coupon; 
(4) Passenger’s coupon. 
The auditor’s coupon and agent’s Coupon when 
filled in by the issuing office are detached, and the 
flight coupon and the passenger| coupon are 


handed to the passenger. The auditor's coupon, 


which is sent immediately to the airline's accounts 
branch,.serves as a primary .control document 
over (a) ticket stocks and issues, and (b) cash 
collection. The agent's coupon is merely a copy 
for retention by the issuing office or agent, and 
has no other significance. 
' It is important to note at this point that an 
airline sells tickets (1) for transport on its own 
services (‘on line’) or (2) for transport. on other 





operators’. services (‘off line’). In the latter case 
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the issuing airline is acting as an agent on a. 
commission basis. 


Income from Ticket Sales 

All the income derived from ticket sales is credited 
in the first place to a suspense account which is 
cleared by periodical transfers to the personal 
accounts of other airlines in respect of ‘off-line’ 
sales (with adjustments for commission) and 
transfers to operating account as the transport is 
availed of by ‘on-line’ passengers. Each passenger 
must surrender a flight coupon for each stage 
(leg) of his journey, and these coupons when 
evaluated and summarized determine the amount 
to be brought into the operating account from the 
suspense account, the balance on the suspense 
account — unflown revenue - being treated as a 
liability in the balance sheet. 

It will be appreciated that a great volume of 
detailed work requires to be performed in the 
analysis of both auditors’ coupons and flight 
coupons, firstly for routine accounting and secondly 
for statistical purposes. This can be best obtained 
from coupons by accounting machines using the 
punched-card system and most airlines have 
installed one or other of the types available on the 
market. 

In addition to the revenue arising from the sale 
of its own tickets, directly or through recognized 
travel agents for ‘on-line’ transport, each airline 
issues its own tickets for travel on other airlines 
(‘off-line’ sales). In such cases the accounting 
procedure is slightly different as the only portions 
of the original tickets which go to the airlines 
over which the tickets are used are the flight 
coupons appropriate to such portions of the 
journey. These are surrendered by passengers in 
the course of travel and the fares (less commission) 
are invoiced to the issuing airline, and thus the 
suspense account relating to these sales is cleared. 


I.A.T.A. Clearing House 

It is in connexion with this important link with 
other airlines that the I.A.T.A. Clearing House 
came into existence, and regular monthly settle- 
ments.are effected through this medium and 
foreign exchange complications are ironed out, 
so that each member airline pays to or receives 
from the. clearing house in its own currency a 
single net amount every month representing the 
balance of indebtedness on all transactions with 
member airlines. 

Тһе expenses of the clearing house are 
distributed between the participating members 
on the basis of gross receivables. Invoices are 
sent to other airlines daily in.the- ordinary way, 
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and at the end of each month these are sum- 
marized and sent to the clearing house with copy 
invoices — a separate statement in respect of 
each airline. 'The clearing house having received 
summaries from all member airlines then strikes 
a final balance which it collects or pays as the 
case may be. These transactions cover the whole 
range of inter-airline revenue and expenditure 
and are not restricted to passenger revenue. _ 
"Transactions with airlines who are not members 
of LA.T.A. Clearing House are processed in the 
ordinary way. i 
The I.A.T.A. Clearing House was established 
in London in January 1947 and membership is 


optional. In the period since its inception it has - 


proved to be an unqualified success and all its 
operations are conducted with the utmost 
precision and efficiency. In 1948 the clearing 
house entered into an inter-clearance agreement 
with Airlines Clearing House, Chicago, the 
members of which comprise the principal oper- 
ators in North America. Under this agreement 
members of each clearing house may now clear 
mutual transactions through their respective 
clearing houses. 


Revenue from Cargo and Mails 
Other items of revenue are cargo, mail, charters 


and passengers’ excess baggage. Revenue from 


air transport of cargo and mails has been expand- 
ing rapidly in recent years and, while it is relatively 
much smaller than the revenue derived from 
passenger fares, its contribution to the financial 
well-being of air operators is most gratifying. 
The accounting aspect of cargo transactions 
can be broadly placed in two main categories as 
for ordinary. surface transport — (1) carriage paid 


(2) carriage forward. Where carriage charges are 


paid by the sender to the originating airline or 
his agent, the amount collected is credited direct 
to revenue for the ‘on-line’ portion of the charges, 
and the ‘off-line’ portion is credited ‘to a sus- 
pense account to await invoices from subsequent 
carriers, and adjustments for commission. 

In the case of carriage forward transactions, a 
similar procedure is followed by the final carrier 
(or terminal airline) who collects the freight 
from the consignee. 


E Revenue Pools | 
Revenue pools with other airlines jointly 
operating certain routes are sometimes carried 
out on the basis that each company operates its 
own aircraft over the routes at mutually agreed 
frequencies. The total revenue earned is pooled 
and apportioned to each partner by reference to 
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the ton miles (or kilometres) produced by him, 
і.е, the total load capacity (ог total carrying space 
for passengers, mail.and freight) multiplied by 
the distances flown in miles or kilometres. Each 
partner bears his own operational costs. 


Expenditure 


For the purpose of the usual statements of 
account the expenditure is assembled in group- 
ings, such as these: 

(1) Flying operations which include remunera- 
tion of flight crews, fuel and oil, landing 
charges, aircraft and crew insurance, air- 
craft hire and the remuneration of staff 
associated with flying operations; 

` (2) The costs of training flying personnel; 
(3) Maintenance and overhaul; 
(4) Depreciation of flight and ground equip- 
|. ment; EQ 
. (5) Traffic costs, including handling charges 
and cost of services at outstations, surface 
transport, passenger food, etc.; 
" (6) Sales and publicity costs; 
(7) General administrative charges. : 


"The payroll is broken down and allocated in the 
accounts to the appropriate groupings. 

Maintenance and overhaul of aircraft is a 
considerable item of expense, and a very necessary 
one in order to ensure the maximum degree of 
safety for the travelling public. .  . 

High standards of airworthiness of aircraft 
are demanded by governmental regulations 
relating to civil aviation and these are varied 
from time to time depending upon experience 
and operational data. Checks are carried out after 
completion of predetermined periods of flying 
(flying hours) and unserviceable parts replaced 
where necessary. In addition to these, each line 
aircraft is inspected daily as a routine pre-service 
check. Engines and other equipment require 
to be overhauled after specified hours of use and 
replaced while the removed parts are reconditioned. 

The various types of maintenance and overhaul 
demand a planned programme which can be 
dovetailed into the operational requirements, and 
the tendency today is that the heavier type of 
maintenance is concentrated more in the winter 
months when the flying programme is reduced. 


Fuel and Oil 


The charges for fuel and oil, as will be appreciated, 
are among the major expenses of running an 
airline, and the prices vary according to fuelling 
points and whether or not duty has to be borne. 
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This is generally payable in respect of fuel 
consumed on internal services; in other cases 
drawback is allowed. 

The quantity of fuel taken aboard must be in 
excess of the bare requirements for the particular 
flight contemplated, but because of ithe weight 
factor it is essential to avoid carrying a large 
excess of fuel since this would reduce the carrying 
capacity in terms of passengers and cargo. 

A portion of fuel costs is allocated to tests, 
maintenance and training costs, the latter relating 
to the use of aircraft specifically еј of 


flying personnel. 


у 
Sales Promotion and Publicity 
Expenditure on sales promotion and publicity 
covers a wide field comprising general Press 
advertising, window displays, time-tables, posters 
and advertising literature as well as the costs. of 
administration and commission payable to selling 
agents. Where considerable expenditure is in- 
curred in a particular way for a contemplated new 
route, it is not unusual for a portion of the 
expenditure to be carried forward for charge as. 


the route develops. y. 
Landing and Handling! 


Landing and handling charges arise from the 


- movement of aircraft and the attendhnt services 


resulting. Fees are payable to airport authorities 
in respect of each landing according to certificate 
of weight, and are generally subject/to a rebate 
to frequent users. The fees are intended to cover 
such services as air traffic control! radio and 
meteorological services, use of rünways and 
general airport facilities. | | 
. Handling charges, in addition to corresponding 
costs at the home airport, include charges payable 
to agents at outstations for provision'of passenger 
steps, handling of passengers and cargo, customs 
formalities, cleaning of interior of|aircraft and 
preparation of aircraft documents.) Revenue is 
derived at the home airport for carrying out 
similar services for other airlines,jand this is 
usually credited to miscellaneous revenue. 





Depreciation of Aircraft 

The practice adopted by airlines in relation to 
the depreciation of aircraft varies;| some write 
off a fixed rate of depreciation, based on the 
written-down value, others use a,|straight-line 
write-off; in both cases the write-off is over the 
period of usefulness and sometimes a final 
residual value is provided for. ) 

~ Operators must carry sufficient stocks of spares 
to enable them to be assured that, aircraft will 


i 
xi 
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not be grounded for lengthy periods while spares 
are being sought, and every operator endeavours 
to ensure that ample supplies of spares are 
available for a considerable time ahead. before 
buying new or secondhand aircraft. When 
residual stocks of spares are being sold together 
with tlie aircraft, it frequently happens that they 
realize less than the original cost price, and 
provision should, so far as possible, be made for 
this type of loss to be absorbed into flying 
operations over the whole period of utility of the 
aircraft. 
Budgets 

While the merchant or manufacturer can i butld up 
stocks when sales fall off, the air operator like all 
transport organizations, is less fortunate in that 
he has to embark on a long-term programme of 
producing transport space which if not sold in 
time, ceases immediately to have any value 
Whatsoever. Iri fixing this long-term programme 
he must arrange a plan of routes and frequencies, 
based on sales expectations, to produce the best 
financial return, and must ensure that aircraft 
and equipment capable of doing this work to the 
best economic advantage are available. 

The frequent preparation of budgets is a 
characteristic feature of airlines, mainly because of 
the necessity for planning and forecasting future 
operations. It is only natural to find that most 
operators employ these budgets as a means of cost 
control within the general accounting system. 
Even the simplest form of budget contains vital 
information for management, e.g.: 


(1) It provides a plan and a programme of 
operations which are practicable financially 
and technically; 

(2) It provides standards with which results 
can be periodically compared; 

` (3) It fixes responsibility on particular officials; 

(4) It contains basic information which can be 

| utilized in making special estimates. 


The budget is usually prepared on a yearly 
basis and is subject to periodic revision. Each 
‘department is responsibile for preparing a 
detailed budget of its expenditure based on the 
‘proposed programme. This departmental budget 
is itself the aggregate of the estimated expenditure 
of. each cost cefitre under its control: The 
departmental budgets are furnished to the 
budget office where they are checked and co- 
ordinated into the main operating budget. . 


Budget Committee 


It is usual to find a budget committee consisting 
of a small group of high executive officers whose 
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duty it is to set up.and control budget procedure. 
The draft operating results are laid before this 


committee for examination and approval. The’ 


budget as approved is then broken down on a 
monthly basis to enable comparisons to be made 
with actual results as early as possible. Financial 
and statistical tables are prepared. showing 
budgeted and actual results. These are examined 
by the budget committee and variances from the 
budget arising from (1) changes in the operational 
plan, (2) changes in prices, (3) losses due to waste 
and inefficiency are noted, and explanations 
sought from responsible officials. It is interesting 
to note, however, that the function of the budget 
committee tends more to giving advice rather 
than criticism and, when necessary, changes in 
future operational plans and procedure are 
accepted on its recommendation. 


Costs 
Costs are generally classified under two main 
divisions: (1) variable costs, which are primarily 
governed by the volume of operations; (2) 
constant costs, which are not materially influenced 
by the volume of operations. 


The variable cost group would ordinarily include: 
Fuel and oil – governed by flying hours. 
Landing fees — governed by actual landings. 
Maintenance — governed by flying hours. 
Remuneration of agents at outstations — gov- 

erned by movements of aircraft and extent 
and type of services performed at out- 
stations. | 
Passenger food and transport – governed by 
number of passengers handled. 
Commission on sales — governed by sales. 


The constant costs would contain such charges as: 
Salaries, wages and pensions. 
Depreciation and provision for obsolescence. 
Aircraft insurance where premiums are fixed 
without regard to extent of the operations. 
Rents, rates and upkeep of premises. l 
Miscellaneous expenses and establightaent 
charges. 
` The variable group of costs, as will be seen, 
fluctuates according to the number of operational 
unit$ performed, and for comparison purposes 
these costs are divided by the relevant number of 
operational units (e.g. flying hours, number of 
landings) to produce a unit cost under each head. 
Where more than one type of aircraft is operated 
the variable costs are collected for each, and unit 
costs are calculated for each type separately. The 
unit cost in each case tends to be a steady figure 


November 1st, 1952 


wa 


i 


November Ist, 1952 


varied only by changes in prices. The constant 
^eosts are those outgoings which are not seriously 
influenced by variations in the operational 
programme. These constant costs are controlled 
by periodic comparisons of actual expenditure 
under each head with the amounts provided in 
the budget. 


Capacity and Revenue Ton Miles 
The true economics of the airline cannot of course 
be determined by these costs alone, since the 
aggregate costs will only serve to show the outlay 
incurred in providing saleable capacity. It is 
therefore necessary to refer to two other factors: 
(x) capacity ton miles available which is ob- 
tained by multiplying the payload capacity 

(in tons) by the route distances; and 
(2) revenue load ton miles which is arrived at 
by multiplying revenue load (in tons) by 

the route distances. 


The ‘difference between capacity ton miles 
available and revenue load ton miles performed 
represents the capacity provided over and above 
the actual demand. 

Dividing the total revenue and the total 

expenditure by ‘capacity ton miles available’ in 

a given period we arrive at revenue and expendi- 
ture per 'capacity ton mile', and the difference 
represents profit or loss per capacity ton mile 
available. 

Similarly, the revenue, expenditure and profit 
or loss per ‘revenue load ton mile performed’ are 
arrived at by substituting as divisor 'revenue load 
ton miles performed’ for ‘capacity ton miles’. 

The revenue per revenue load ton mile repre- 
sents the unit revenue achieved on the existing 
fare structure, and when this is compared with the 
unit cost it will indicate any disparity between 
costs and revenue and provide a useful measure 
in testing the adequacy of fares and cargo rates 
on the one hand, or indicating the extent to which 
expenditure: is excessive in relation to revenue 
potential on the other. 


. Type Costs 

One of the most important functions of airline 
accounting is the preparation of comparative 
„costs for different types of aircraft so as to help 
in the selection of the type most suitable for a 
particular route structure and іта с demand. 
The revenue earning potential of each type 
depends on its overall capacity and weight, on 
its saleable capacity (payload space) and on its 
speed. These have a primary bearing on both the 
performance and the cost of operations. 
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Many airlines find it necessary to operate three 
or four types of aircraft and it is essential that the 
costing system should provide realistic measure- 
ments whereby the costs peculiar to! each type 
can be readily ascertained. These costs! show what 
types are most economical to fly and they help 
to determine the routes on which particular types 
can be most profitably employed. 





Route Accounts | 


For management needs it is usual for airlines 


-periodically to allocate all revenue and expenditure 


to individual routes and services (i.e. passenger 
or cargo). 

The apportionment is generally carried out by 
examining each item or group of revenue and 
expenditure and allocating to individual routes ' 
and services the proportion arrived at:by applying 
the most equitable basis available. 

Some typical examples of the bases of: apportion- 
ment used are as follows: | 


REVENUE | 
Пет Basis of apportionment 
Passenger mail and Direct tojroutes con- 

cargo revenue cerned | 

Miscellaneous Credit to general over- 

heads ' 

EXPENDITURE 

: Item Basis of apportionment 


Crew wages, salaries 


1 
Crew hours flown 
and pensions 





Capacity in miles - 


salaries . 
Fuel and oil Direct to! routes, con- 

cerned’ 
Landingandhandling ^ Direct to routes con- 
charges cerned, i 
Maintenance and First into type of air- 
overhaul craft and then on 


basis of hours flown 
As passenger mail and 
. cargo revenue’ 
Capacity ton miles or 
' route revenue Я 
First into type of air- 
craft and then on 
basis of hours flown 
According to routes 
served; and number 
of operations 
Capacity! ton miles. 
| 


^ 


Commission payable 

Publicity and advert- 
ising — 

Depreciation aircraft 





Outstation expenses 


General overheads 
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_ А COMPANY PROMOTER’S CONTRACTS | 


"€ 
by H. J. L. PHILLIPS, LL.B.(Lond.), A.C.LS. : 


-^ in the vast field of company law is thé 
nature and extent of a promoter's rights 

and liabilities. 
'The Queen's Bench Division recently clarified 
one aspect. In Newborne v. Sensolid ' (Great 


Pie one of the most difficult subjects 


Britain) Ltd, Parker, J., is reported (The Times, 


October 24th, 1952) as saying: 
| ‘The principle laid down in Kelner v. Baxter was 
that if a person contracted ostensibly as agent for a 


· non-existing principal he could be held personally 
liable.’ 


But before considering the facts of this recent 
case let us look for a moment at Kelner v. Baxter 
([1866], 36 L.J. (C.P.) 94) itself, where the facts 
were that a company used stock made available 
to it under a preliminary agreement, and then 
went into liquidation. When the vendor called 
for his money, he was told to prove in the liqui- 
dation, but instead sued the promoters with whom 
he had contracted. The Court’s decision was that 
the promoters were personally liable, because the 
company could not ratify the contract without the 
consent of the vendor. These six words are usually 
left out of text-books, perhaps because they are 
not strictly necessary. But what a difference 
they do make to one's understanding of the 
principle! Ps | 

The facts in Newborne v. Sensolid (Great 
Britain) Ltd as reported, were a sale note signed, 
in favour of the defendants, as follows: “Leopold 
Newborne (London) Ltd', and, underneath, the 
plaintiff's signature, “Leopold Newborne’. Both 
parties believed the company to be an effective 
contracting party, although it was yet to be 
incorporated. | 

Parker, J., held that this signature was not the 
signature of anybody. If the company had been 
in existence, the form adopted would have been 
the signature of the company itself. As it was, it 
was a mere nullity. 

;The light thrown by this case seems to upset 
the common fallacy that a promoter cannot be a 
trustee or an agent for his company. There is, 
of course, nothing to prevent that happening, 
provided there is a company in existence. It 
is only before the company is formed that a 
promoter cannot be either trustee or agent, 
but appears, as Lotd Lindley has put it, in a 
fiduciary capácity analogous to trusteeship and 
agency. 59 А 


. This fiduciary liability of a promoter arises 
solely from the position which the promoter him- 
self assumes towards his creature. If he contracts 
with it he is subject to the rules relating to all 
forms of contract; but whether he eventually does 
so or not, his fiduciary position requires that 
he accounts for all profits of which he has not 
made the company aware. 

_ As Parker, J., said, in Newborne’s case, the law 
on this subject is very confused, so the present 
seems an admirable opportunity for a quick review · 
of the points involved. 


Secret Profits 


First of all we require an authority for the rule 
as to yielding up of secret profits. The best case 
on this is Beck v. Kantorowicz ([1857], 3 K. & J. 
230) where in buying a mine for resale, a syndi- 
cate were deceived by one of their number as to 
the price the vendor would accept. They then 
sold the mine, as intended, to their creature com- 
pany and a prospectus was prepared on that basis. 
It was held that the company had a right to recover 
the profit made by the member of the syndicate 
at the expense of his colleagues. This case also 
demonstrates that there is no objection to a 
promoter selling his own property to his com- 
pany provided he discloses any profit on the 
sale. 

Other cases which can safely be quoted on the 
proposition that secret profits must be surren- 
dered are Emma Silver Mining Co v. Lewis 
([1879], 4 C.P.D. 396); Jubilee Cotton Mills v. 
Lewis ([1924] 93 L.J. (Ch.) 414); and Lydney & 
Wigpool Iron Ore Co v. Bird ([1886], 55 L.J. (Ch.) 
875) In none of these cases does ‘extrinsic’ 
matter appear. By ‘extrinsic’ matter is meant 
facts which tend to take the case away from the 
principle itself. For example, Gluckstein v. Barnes 
([1900] 69 L.J. (Ch.) 385) is very frequently 
quoted to support this proposition that a pro- 
moter must surrender secret profits. It is, how- 
ever, a perfect example of what a secret profit is 
and of what does not amount to disclosure of 
that profit; but the case was in fact based on 
misrepresentation in a prospectus: surrender was 
claimed not from a promoter but from a 


. director. 


The intrusion of a prospectus usually means · 
that the promoter has to consider whether he 
must provide his company with an independent 
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board of directors. To cover this principle it is 
not always advisable to run straight to the 
œ Lagunas case. Re Ambrose Lake Tin and Copper 
Mining Co: ex parte Taylor ([1880] 49 L.J. (Ch.) 
457) is earlier and more cleanly to the point. T'he 
Lagunas case goes one step further, as we shall see. 


Independent Boards 

Re Ambrose covered the conversion of a cost- 
book mining company into a limited company. 
The mine was worth /6,000 but was sold via 
trustees to the new company for £24,000, all the 
original cost-book shareholders, and none other, 
taking shares pro rata to their holdings. On a 
winding-up, the liquidator claimed the difference 
in value from the trustees, who were the principal 
shareholders in both concerns. He did not suc- 
ceed, because there was no fraud on the company, 
in spite of there being no independent board. 

An old friend, too, is pertinent in this context. 
The facts of Salomon v. Salomon & Co ([1897] 
66 L.J. (Ch.) 35) are too well known to need 
recapitulation here, but it is a clear case of no 
independent board. Actually Salomon’s case was 
quoted with considerable awe by Lord Lindley 
. in Lagunas Nitrate Syndicate v. Lagunas Nitrate 

Co ([1899] 68 L.J. (Ch.) 699). He said: 

‘After Salomon v. Salomon & Co I think it im- 
possible to hold that it is the duty of the promoter 
of a company to provide it with an independent 
board of directors, if the real truth is disclosed to 
those who are induced by the promoter to join the 
company.' 

It was for this reason that he distinguished 

Erlanger's case ([1878], 3 А.С. 1218), which, 

some twenty years earlier, had ruled that an 

independent board must be provided whatever 
the structure of the company. 
The principle underlying all these decisions is 
` of course that the liability to account for profits is 
defeasible by disclosure. What is and what is not 
disclosure is therefore important. It must, first, 
be made to competent persons: competent, that 
is, to agree, without suggestion of undue influence, 
to the bargain which is in fact being made. Lord 

Lindley has described these persons to us as 

*those who are induced by the promoters to join the 
company’, 

and we have seen from re » Ambrose, from Salomon’s 

case, and from the Lagunas’s case, that where no 

stranger is so induced an independent board is 
not an indispensable ingredient of disclosure. 


~ 


. What Disclosure is 
Secondly we have to look to what constitutes dis- 
closure. To establish this it is necessary to look 
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at a wider range of cases; for it does not matter 
whether the case quoted shows disclosure (or non- 
disclosure) by a director or by a promoter; the 
principle must be the same. Nor equally does it 
matter that the case was called in equity like Beck 
v. Kantorowicz or by virtue of a statutory liability 
as in Gluckstein v. Barnes, which, as we have seen, 
is a splendid example of failure by a director to 
disclose information he acquired as a; promoter. 
A secret profit of £20,000 accruing to Gluckstein: 
and other promoters was referred to in a prospectus 
as ‘interim investments’ to which the issue was 
subject. This was held not to be adequate 
disclosure of the profit in question. | 

The whole question of. what amounts to dis- 
closure and to whom disclosure must be made 
may be summed up in the following hypothetical 
case. As promoters, A. and B. make а profit in 
forming a company. The board later invites other 
persons to join the company but without dis- 
closing this profit. Who is liable for non-disclosure, 
if'anyone, depends on the facts. If the promoters 
and the new board are identical, then! A. and B. 
are liable, but, semble, as directors not promoters 
(Gluckstein v. Barnes). If the board is indepen- 
dent, we have to’ see whether it has been made 
aware of the profit. If it has, the board i is liable, 
and the promoters are not, for misreptesentation.. 
If it has not, the promoters A. and B. are liable’ 
to the company, representing the board and the 
shareholders’ interests, for non-disclosure. 


The Contractual Position : 
The surrender of secret profits is in many cases 
an alternative to damages and rescission, or even 
personal liability. Damages and rescission are 
contractual remedies and accordingly can only 
be sought when there is a contract between the 
company and the promoter. Kelner. v. Baxter 
already noticed, is an example df personal 
liability. 

There are three aspects of the PER 
relationship we now have to discuss. There is 
first the vendor who takes no further part in 
forming the company. As he is not in any fidu- 
ciary position towards the company, ‘he presents 
no difficulty. Secondly, there is the vendor who 
sells or agrees to sell, and then intermeddles in the 
formation, becoming a ‘promoter’. Thirdly, the 
promoter who acquires property after commenc- 
ing to act, which he then sells to the piny he 
is forming. 

In the last case everything depehds on the 
facts. If they demonstrate that he acquired the 
property as trustee or agent for the company, 
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then obviously it is the company and not he 
. who buys. The authority here is of course Omnium 
Electric Palaces Ltd v. Baines ([1914] 83 L.J. (Ch.) 
372), where A. and B. began negotiations for a 
lease which did not mature until their company 
was registered; and the lease was granted and 
assigned to the company even later. Subsequent 


shareholders claimed that the lease needed to be. 


assigned to the company without further con- 
sideration. The Court held on the facts that A. 
and B. acquired the lease on. their own 
account because it was clear from the first that 
they intended to assign to the company at a 
profit. 

Our second position is that of the vendor who 
agrees to sell his own property and then com- 
mences to act as a promoter. The fiduciary duty 
in such circumstances is similar to the trustee who 


sells his own property to his cestui que trust. In. 


the words of Lord Lindley : 
'. . . the promoters cannot in equity bind the 
company by any contract with themselves, without 
fully and fairly disclosing to the company all 
material facts which the company ought to know'. 


Material Facts 
Material facts have included the identity of the 
real vendor. It is necessary for the ‘company’ to 
know from whom it is buying before it can 
adequately assess the bargain it proposes to 
make. Erlanger v. New Sombrero Phosphate Co 
is. often quoted as authority for this; but 
.even as modified by the Lagunas decision, 
Erlanger’s case is of wider significance. Hidden 
identity is merely one of its points and not the 
ratio decidendi which appears to have been 
directed more by the question of hidden profits. 
A better example is Lindsay Petroleum Co v. Hurd 
([1874], L.R. 5 P.C. 221), which again is earlier 
than Erlanger. A. and B. owning two pieces of 
land between them, joined forces with C. to form 
a company to work the petroleum. B. gave C. a 
promise to transfer all land to the company, and 
A. gave C. a letter recommending the purchase. 
The letter influenced people to become members. 
It did not disclose A.’s interest in the land, the 
suggestion being that all the land was owned by 
` B. The company was able to rescind the contract 
to purchase tbe land when it discovered that A. 
was the true vendor of part of the land. 

In Phosphate Sewage Со v. Hartmont ([1877] 
46 L.J. (Ch.) 661), the owners, aware of a flaw in 
their title, sold concessions. to the trustee for a 
company. Upon discovery, the company claimed 
and obtained rescission of the contract — which, 
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of course, means, briefly, repayment by both 
sides of any consideration received. | 

This requirement, of restitution by both sides @ 
when rescission is ordered, makes rescission not 
always a possible solution. 

In Ladywell Mining Co v. Brookes ([1887], 
56 L.J. (Ch.) 684), a syndicate bought a mine 
with their own money, and with the intention of 
reselling it at a profit to a company which was 
being formed. It was held at the instance of later 
shareholders that though the vendor-promoters 
were not in a fiduciary position towards the com- 
pany when they acquired the property, their 
failure to disclose the profit on sale made the 
contract subject to rescission. The company had , 
meanwhile disposed of the property. There could 
accordingly be no rescission, for it was no longer 
possible to restore the original position. 

Had the facts in this case indicated that the 
syndicate were in a fiduciary position towards the 
company when they acquired the property, it 
seems, from the decision in Cavendish Bentinck v. 
Fenn ([1887], 57 L.J. (Ch.) 552), that the company 
could recover damages (to a substantial amount 
if the contract had resulted in any loss) for breach 
of the duty to disclose even if rescission of the 
contract had become impossible. 


Nature of Liability 

There are two other matters which require 
mention before closing this survey. The nature, 
of the promoter's liability to surrender secret 
profits, or to damages for breach of his duty to 
disclose, is joint and several. In Darby: ex parte 
Brougham ([1911] 8o L.J. (K.B.) 18c) two 
financiers hid their identity behind a corporation, 
which they used to promote a company. The 
company was later wound up, and also both 
financiers went bankrupt. The company’s liqui- 
dator was able.to prove in the, to him, more 
profitable bankruptcy for a secret profit shared 
by the two financiers as the organizing geniuses 
of the corporation. They could not hide behind. 
such an alias, and the resulting liability of each 
was joint and several. 

Finally it remains only to underline that this 
has been a review of case law only. Promoters: 
may be liable under Sections 38, 43, 44, and 333 
of the Companies Act, 1948; also ünder Section 84 
of the Larceny Act, 1861, and Section 17 of 
Prevention of Frauds (Investment) Act, 1939. 
These sections and their effect have been ignored.’ 
More, they have been deliberately eschewed; for , 
we have only been considering the law otherwise. 
than laid down by statute.. - 


November 1st, 1952 


This article refers first to the range of terms of reference available for assigning in , 
whole or in part to an internal audit department; it then deals with three other : 
major decisions to be made when determining the organization of the department, 
and proceeds to discuss the various methods of administration. It emphasizes, in 
conclusion, the need for vitality within the department, a factor which is stressed in 
the discussion on staffing and training. The criterion of the effectiveness of the 
department is thought to lie in the extent of its ability to persuade management 
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to accept the recommendations it makes. | 


MUST first of all make it quite clear that in 

је address J am stating my own views and not 

necessarily those of the organization which I 
have the privilege to serve. 


Introduction 


An undertaking has gener- 
ally reached some size, has 
extended its activities from 
а single production or sell- 
ing centre to centres dis- 
persed throughout the 
country and has developed 
certain complexities in or- 
ganization, before the 
establishment of an inter- 
nal audit department is 
usually contemplated. If an 
internal.audit department 
has not been established 
before an undertaking de- 
centralizes its administra- 
tion, such a major organi- 
zational change, to be effec- 
tive, demands а service 
which will inform the top 
level of management 
whether its decisions are 
being followed. 

There is invariably, 
therefore, in existence at 
the time of the establish- 
ment of an internal audit 
department an active and growing organization, 
conscious of. its own identity and purpose, -with 
its.main functions (usually producing and selling) 
and its service functions (usually including finance 
and administration) operating in well-defined fields. 
It is against such a background that the establish- 
ment of an internal audit department must be 
considered. 





An address given to the London Chapter of the Institute 
of Internal Auditors on September 17th, 1952. 





Mr J. O. Davies, F.C.A., A.C.W.A. 


A I 
Organization 

In deciding the organization there аге! four major 
decisions to be made. 

The first decision cen- 

tres round tlie terms of 
reference for internal audit, 
All the following points 
will require consideration: 

(a) Are the audits to be 
confined| to cash and 
wages only? . 

(b) Are all ‘the varying 
kinds of operational 
transactions to fall 
under audit review 
but the audit to stop 
short at| the balance 
sheet? '| 

(c) Are the balance sheet 
and annual accounts 
to be audited? 

(4) Is an lorganization . 
and methods branch 
(separate from an in- 
ternal audit branch) 
to beset up within the 
internal audit depart- 
ment with respon- 
sibility to the chief 
internal auditor? 

(e) Is internal audit to 
check forecasts of 
profitability of pro- 
posed capital expenditure and to, check state- 
ments of the results achieved against the fore- 
casts? Is internal audit to check budgets and 
examine the reasons for variation of actual 
expenditure against budget? 

(f) Is internal audit to undertake an efficiency 
audit, i.e. seeing whether money is; wisely spent 
as well as legally spent? 

It is suggested that when the department i is formed, 

the first three points should be covered leaving 
points (d), (e) and (f) to be considered at a later date. 
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The second decision to make is whether internal 
audit is to be considered part or entirely independent 
of the finance function. 

The approach of internal audit to its work is 
through the books and records of the undertaking, 
and as these are mainly kept within the finance 
department there is undoubtedly a strong case for 
placing internal audit with that department. On the 
other hand, other departmental chiefs may resent 
the interest of another department in their affairs 
even though the sphere of interest is one which 
rightly falls within the internal audit field. 

The third decision to consider is the executive 
to whom the chief internal auditor is to be held 
responsible. If internal audit is to be part of the 
finance organization, the responsibility should be 
to the controller or director responsible for finance 
(i.e. a person who is responsible for all aspects of 
finance and not for the accounting work only). In 
this case the independence of the chief internal 
auditor is assured by giving him the right of direct 
approach to the chairman of the board should 
circumstances warrant it. If internal audit is to be 
separate from the finance function, the responsibility 
should be to the board collectively, or the chief 
executive, i.e. the managing director. 

The fourth decision lies within the internal audit 
department itself. It is whether all the audit staff 
should be based on a central office and travel from 
that office or whether provincial centres in charge of 
assistant chief internal auditors should be established 
each with its own staff revolving round those offices. 
Such matters can only be decided after a considera- 
tion of the general organization of the concern, the 
geographical distribution of its accounting points, 
and the extent of the decentralization of its operating 
activities. 

Administration 
There are numerous methods. of controlling the 
administration of an internal audit department. 
These may be summarized as: 

(1) The issue of documents of guidance. 

(2) The periodical planning of audit work. 

(3) The issue of periodical reports which measure 

progress. 

(4) Periodical discussions. 

(5) Visits to auditing centres. 


Documents of guidance 

(a) Issue of а standard audit programme and a standard 
questionnatre for the appraisal of the systems of 
internal check 

As well as guiding the approach of internal auditors 

to their work such standard documents in themselves 

suggest recommendations as to records that should 

be,kept and internal checks that should be instituted 

if deficiencies are revealed by the application of these 

standard documents. 


(b) Issue of an audit manual 
This gives general guidance to internal auditors as 
to the techniques they should use, their approach 


to audits, the incidence of visits, the form of reports, 
the advisability of discussions, the circulation’ of 
reports and the following up of recommendations. 4 


Planning 

(c) Planning the audits 

At the beginning of each audit year a plan should be 
prepared so that a wise distribution of audit time 
can be made. This plan when prepared can only be 
provisional as it is not desirable to regulate audit 
time precisely. Nor should the plan be adhered to 
inflexibly. Changes in conditions (e.g. supervision) 
at some accounting points may call for a drastic 
revision of the plan and a long and involved special 
investigation may call for a major redistribution of 
the remaining available audit time. 


Measuring progress 


(d) Periodical reports 

These reports summarize the findings of бегаа] 
audit over а period; they quote major recommenda- 
tions made, cite recommendations outstanding for | 
an inordinate length of time, comment on the posi- 
tion regarding the adoption of recommendations 
and generally measure progress. 


(e) Progress charts 

These charts contain a schedule of accounting points 
and indicate against each point the month in which 
each section of the audit is undertaken. They are 
prepared at intervals and show the cumulative 
position during the audit year. 





Discussion 

(f) Meetings of senior members of the department 
These meetings are held at intervals and the dis- 
cussions cover such subjects as new audits, matters . 
which require attention throughoüt the undertaking, 
new approaches to audits, relationships between the 
auditors and the audited. 


Visits 

(g) The greatest importance must be attached to visits 
of senior members of the internal audit department 
to auditing centres. These visits not only afford the 
opportunity of discussing audits with the members 
of the staff conducting them but offer an opportunity 
of an interchange of ideas. Discussions during these 
visits with the local managements who receive the 
reports are helpful in preserving good онан 
between the auditors and the audited. а 


Staffing 


It must be emphasized that the forms of guidance 
discussed in this paper are intended to teach internal 
audit staff to think along right lines. It is realized 
that much must be left to the man undertaking the 
audit, e.g. it could be fatal to fix a rigid time limit 
for an audit. 

The quality of the staff of an internal audit depart- 
ment is without doubt the most important of all - 
considerations and there is no adequate substitute 
(whether it be standard programmes, standard form 
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of report, internal audit manual) should. Hie depart- 
ment fail on this count. 

Quality is much more important dan quantity. 
It is not proposed to list the desired qualities which 
are generally well known, but to sum up these in 
the phrases ‘the ability to recognize the essentials 
in an accounting situation under audit review’ and 
‘the, ability to express sound auditing views both 
orally and in writing’. When an internal audit depart- 
ment is formed it is usual to staff it from two sources — 
alert men from within the organization who have 
experience in and are well informed on certain aspects 
of the undertaking’s procedures, and alert men who 
have been trained in the offices of practising account- 
ants. The common factor in these two sources of 
recruitment is alertness. The correct proportion of 
these two types of experience cannot be predeter- 


mined; the position will vary as changes take place | 


in the department and the experience and back- 
ground of the individual teams change. Now and 
again it is found that one individual has had both 
types of required experience and as such is a valuable 
acquisition. He can become the focal point for the 
blending of the two types of experience into what 
might be called the complete internal auditor. For 
the more senior. posts it is generally thought desirable 
to recruit men trained in the accountancy (and 
auditing) profession who have subsequently had 
- experience in industry in an executive capacity. 

If efficiency audits are to be undertaken it will be 
necessary to carry on the staff permanently or to have 
seconded to the staff persons who have specialized 
knowledge of the function under review. 

A constant flow of personnel into and out of the 
internal audit department is essential It prevents 
stagnation within the department; it ensures that 
there will always be people anxious to get into the 
department and when in the department will work 
hard so as to widen their experience. 


Training 

In a virile internal audit department there is a con- 
tinuing need for training. The real purpose of train- 
ing is to encourage staff to. think ċlearly and along 
the right lines. But such an objective is not reached 
without a well designed. training curriculum which 
as well as covering the fundamentals is also flexible 
enough to fit in with individual requirements. 

. To be effective, training must be both academic 
and practical and both should take place con- 
currently: 

Academic training is at present usually best 
undertaken with an organization that specializes in 
coaching. for the accountancy profession. Senior 
members of an internal audit department can help 
through advice on the selection of the tutors (a 
most important decision) and with guidance. on 
difficult matters which arise during the course. 


. Senior members must, constantly show interest in 


the progress of the students and should periodically 
hold meetings at which auditing and accountancy 
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problems аге thrashed out. To encourage wide read- 
ing a library of auditing text-books, papers and 
specimen reports should be built up. | 

Practical training is achieved throug}. an experi- 
enced member of the branch working! with a. less 
experienced: member and заваа ithe recogni- 
tion of auditing points and the disposal of these as 
they arise. It is also achieved by senior|members of 
the branch visiting accounting points ‘when audits 
are in progress for discussion with {Һе audit staff. 
In this connexion the need for bringing the student 
auditor into these discussions cannot da strongly 

| 
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emphasized. 

Adequate training for the internal a 

fore covers three fields: ! 

(1) Auditing techniques learnt through study and 
practice. 

(2) The development of the power of expression 
both orally and in writing. This can be learnt 
through reading good general literature, taking 
part in debates or discussions, ete. 

(3) A knowledge of the internal оре ова of the 
organization. 


The success of training is revealed i 1 the ability 
of the staff to appraise accounting situations with 
confidence and with success. It is evidenced by an 
upflow of ideas. 


ditor there- 


Criterion of the Effectiveness of an Internal 
Audit Department | 


The effectiveness of an internal audit epartment is 


revealed by the kind of impact it makes on executives, 


Auditing is not constructive unless| there is in 


‘existence machinery for the presentation of recom- 


mendations and the following up of these recom- 
mendations. | Е 

The most important part of all audit} reports con- 
sists of recommendations, and it is worth serious 
study whether these should be made ‘very early in 
the report so as to attract immediately, ithe attention 
of management or whether they should appear near 
the end of the report and thus emerge as the natural 
conclusion of the findings recorded injthe report. 

In theory, once a recommendation] is made to 
management it is for management to pursue the 
recommendation. In practice it is found that con- 
siderable persistence (and patience) is; required by 
internal audit in following up the Teri. of recom- 
mendations. The internal audit dep ent should 
continually press that it should be bi ormed by 
management if a recommendation is accepted, and 
what it proposes to do about it and/or What has been 
done about it. Internal audit should not have to wait 
until the next audit visit before it is known what has 


“happened to a recommendation. If a recommendation 


is not acceptable to management, internal audit 
should be told so and told why. . | 

To assist in the quick adoption of | ecommenda- 
tions there are various practices that,can be used. 
Some of these are as follows: ^... 
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.: (1) The adoption of a recommendation book in . 


which all recommendations are entered and 

their fate recorded. Internal ‘audit will, of 

^. _ course; make it known that such a book exists. 

(2) The preparation of statistics at intervals which 

show the. number of recommendations made, 

: the number adopted, the number under dis- 
cussion, etc. 

. (3) Insistence i in stating in a Терон опа defalca- 

tion, where the circumstances warrant, that if 

recommendations made preyiousiy had been 
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adopted the defalcation would-not have arisen. 


Conclusion - 

Such then is a general conception of the Фернан 
and administration of an internal audit department. 
But sound organization and efficient: administration 
are not enough to make the department effective. Life 
must be breathed into the conception and life in this 
connexion means a sense of purpose, enthusiasm for 
the task and a constant drive to fulfil the objectives 
of internal audit. . s 


© TAXATION: (1) DEPRECIATION 
hae ao THE EXCESS PROFITS LEVY —II 


by J. Е. TALBOT, A.C.A. 


E - Capital and Standard Profits 
E COMPANY which adopts a profits standard 
AS not need to calculate the amount of its 
capital employed, i.e. ‘the amount by which 
... the value of its assets . . . exceeds the amount of 
its liabilities’ (Section 38 (4) (с)). This is true also of 
¿a company adopting what may be termed a part- 
capital standard (based on its profits for the one 
Standard year and on 8 per cent of its share capital 
for the other), but it will have to calculate its average 
paid-up share capital in the year concerned, although 
this should not give much difficulty. In this case, 8 
per cent applies to a company which is not controlled 
„by its directors; where a company is so controlled, 2 
per cent will be added to this percentage and to the 
others referred to below. 
. Where a capital standard is adopted, the capital is 
-to be. taken as at a particular date — either December 
3181, 1946, or December 31st, 1951, at the company’s 
option ~and there is no question of arriving at 
average capital for a period. The capital standard will 
be (at the company's option) either ro per cent on its 
.paid-up share capital or 8 per cent on its capital 
employed, at one of those dates. It seems clear that 
in most cases it will be advantageous to select 
December 31st, 1946, rather than- December 31st, 
.1951, in order to obtain the greater percentage on 
effective augmentations of capital between the two 
dates (see next heading). 

Where a company elects to take a capital standard 
based on 8 per cent. of capital employed at one of 
these two dates, the. value of its assets and the amount 
of its liabilities. are to be determined in accordance 
with, the Eighth Schedule. This is mercifully brief, 
‘as such schedules go. It requires in effect that depre- 
ciating fixed assets shall be. valued at their written- 
down values. for. income-tax purposes: that debts 
shall be reduced by any. writings-off or provisions 
The second part of an address delivered on September 

15th, 1952, at the summer. course of The Institute of 
Chartered’ Accountants in England arid Wales, held at 


Christ Church, Oxford. The first part together ‘with the 
Appendixes appeared-i in ourlast issue... 


allowed for income-tax purposes: that the cost of a 
war-damaged asset shall be reduced by the amount 
of any value payment received or determined under 
the War Damage Act, but the cost is not-to be reduced 
below nil: that any other assets shall be valued. at 
cost: and that the assets shall be deemed to include 


-the net amount of any outstanding post-war refund 


of excess profits tax. The liabilities to be deducted 
are to include all borrowed money and debts owed 
by the company: all accruals of expenses allowable 
for income-tax purposes plus accruals of taxed 
charges on income: income-tax up to the following 
April sth: profits tax to date: and any unpaid excess 
profits tax. If the accounts are not made up to 
December 31st, the calculation on these lines will be 


-based on the balance sheet immediately preceding 


the selected date (December 31st, 1946, or 1951), 
and for the intervening period there is to be an 
addition for undistributed profits and a Ber 
adjustment for the tax liabilities. 

For the purposes of such a calculation, the meaning 
of the term ‘debt’ may well give rise to controversy 
where the profits frorn a long-term contract have been 
spread. The excess profits: tax case. of С.Г.В. v. 
Northern Aluminium Co Lid is not conclusive on 
this particular point,.and the excess profits levy 
legislation does nothing to clarify it, although it may 
be noted that the Tenth Schedule to the Finance 
Act, 1952, does not prohibit the inclusion in ‘un- 
distributed profits’ of profits which have been spread 
for purposes of. profits tax and.excess profits levy. 

Loan capital is to be dealt with in different ways 
according to the type of standard adopted. A profits 
standard will be increased/decreased by 4 рег: cent 


.of апу increase/decrease in the average borrowed 


money in the chargeable accounting period as com- 
pared with the corresponding. average in the standard 
period. For this purpose where the company elects 


-to-base its standard on 8 per cent of its paid-up share 


capital in one of its two standard years, the borrowed : 
money in that year іѕ їо be taken as nil. ‘Where. the 
standard is based оп.) то per cent of paid-up share 
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capital at the end of 1946 ог 1951, (ii) 8 per cent of 
capital employed at the end of 1946 or 1951, or 
(iii) 12 per cent of paid-up share capital in the charge- 
. able accounting period, in all such cases the standard 
is to be increased by 4 per cent of the average bor- 
rowed. money in the chargeable accounting period. 
In thé only remaining case, i.e. the minimum stand- 
ard of £5,000, there is to be no allowance for bor- 
rowed.money, beyond the deduction from charge- 
able profits of the interest payable a deduction 
which is, of course, allowed whatever type of standard 
is adopted. 


The excess profits levy provisions dealing with . 


capital are obviously designed to reduce the extent 
of the detail work that was required for excess profits 
tax purposes. This object will no doubt be achieved 
in those cases where, for instance, it is clear that a 
profits standard is the best one available to the com- 
pany. But in other cases where, before a decision 
can be réached, there may have to be accurate 
computations of profits, undistributed profits, share 
- capital movements and capital employed, it seems 

. unlikely that there will be any saving of work as 
compared with excess profits tax. 


Capital Movements and Undistributed 
Profits 


The rather elaborate adjustments required for excess 
profits tax purposes in respect of increases/decreases 
in average capital employed are reflected for excess 
profits levy purposes by adjustments only in respect 
of increases/decreases in paid-up share capital and 
in undistributed profits. 

In- the case of paid-up share capital, Section 38 
refers to the receipt of 'any sum in cash in respect 
of any issue of share capita!" and to the payment of 
‘any sum ап cash by way of repayment of any... 
share capital’. The expression ‘share capital’ includes 
premiums thereon, as defined by Section 66 (2). 
The apparent emphasis upon ‘cash’ must be read 
in the light of Section 66 (3), which shows that the 
word is to be regarded as covering other valuable 
consideration. It is, however, clear that bonus issues 
will not rank for any allowance. 

Increases/decreases in paid-up share capital after 
the material date will rank at 12 per cent in augmenta- 
tion/reduction of all standards except minimum 
standards. Standards based on 12 per cent of average 
paid-up share capital in the chargeable accounting 
period will obviously: reflect increases/decreases up 
to the end of the chargeable accounting period. The 
Material date in the case of a standard based on 
capital alone will be. December 31st, 1946, or 1951, 
ie. whichever was selected by the company for the 
standard. In the case of a profits standard (including 
a вара. standard), the material date will be the 
beginning of the earlier of the two standard years; 
but the effect will be only proportionate to the date 
- of the capital receipt ог -payment, e.g. if a capital 
issue were made after. one-quarter of the standard 
yeais had elapsed it would increase the standard by 
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one-quarter of 12 per cent of its amount. An increase 
or decrease in paid-up share capital during a charge- 
able accounting period will also rank only. propor- 
tionately so that, for example, a capital issue on 
October 31st, 1952, would increase thé standard, in 
relation to a chargeable accounting period of one 
year to December 31st, 1952, by two-twelfths of 
12 per cent of its amount.  ' 
Undistributed profits and ‘over-distributions of 
profits’ (referred to below as U.P. and O.D., re- 
spectively) are to be calculated in accordance with 
the Tenth Schedule, which bases them on excess 
profits levy profits/losses as modified in certain 
respects and as adjusted for losses and capital allow- 
ances brought forward and for taxes,| distributions 
and payments for restrictive covenants. U.P. and 
O.D. will be ignored where a minimum standard is 
adopted. In other cases they are to rank from ‘the 
relevant date’ which, in relation to a capital standard, 
will again be December 31st, 1946 or 1951. In rela- 
tion to a profits standard (including à part-capital 








-standardy the relevant date works out as follows: 
' where the standard years are 1947| and 1949- 


January 186, 1948; where the standard years are two 
contiguous calendar years – July ist in the first. of 
the two years; where the standard years are the first 
two years’ trading (business commenced in 1947) – 
six months after commencement; and where the 
business commenced after January ist, 1947, and 
exercises a right to select 1948 and 1949, or 1949 
and 1950, as its standard years ~ July ist in the first 


. of the standard years or the date of commencement 


of business, whichever was the later. In relation to a 
standard based on 12 per cent of the paid-up share 
capital in the chargeable accounting period, the 
date of commencement of 
business (which cannot, of course, be earlier than 


-January 2nd, 1947). 


^ In all cases in which U.P. and O.D. are to be 
taken into account, i.e. for the purpose of all standards 
other than the minimum standard, they will rank 
only up to a date twelve months before the end of the 
chargeable accounting period; where the chargeable 
accounting period is a full year this clearly means. 
the beginning of the chargeable accounting period. · 

A concession to the relatively new | business, i.e. 
one that was commenced after January rst, 1947, is. 
set out in the proviso to Section 46 (2), which re- 
quires that in ascertaining the U.P. and О.Р. of such 
a business for any period beginning at the relevant 


date and ending at any time after the énd of the year 


‘1957 its losses from the relevant date|to December 


31st, 1951, shall be left out of account!to-the extent, 
if any, that they exceed’ its profits for the last- 
mentioned period. A strict reading of the words. 
quoted in italics might well suggest that this conces- 
sion could never apply to the first chargeable account-. 
ing period, but such.an arbitrary restriction can 
hardly have been intended and presumably it will 
not be.enforced. 

The main “objection. ‘to these rather ‘rough and. 
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ready methods of arriving at effective increases and 
decreases in capital employed is that they exclude 
capital profits and losses. Bearing in mind that a 
dividend declared out of capital profits would have 
to be deducted in computing U.P. and O.D., the 
provisions could lead to considerable injustice. 


Inter-company Shareholdings 


Group treatment is normally mandatory for excess 
profits levy purposes where company A. holds at 
least 75 per cent of the ordinary share capital of 
company B. For excess profits tax purposes the 
corresponding proportion was go per cent, and any 
smaller holding was immaterial from the grouping 
standpoint, always assuming that there was no 
question of tax avoidance. For excess profits levy, 
however, a holding of 25 per cent or more will 
necessitate adjustments which amount to partial 
group treatment and a holding of more than 50 per 
cent will possess added significance in certain 
circumstances. The position (ignoring cases of tax 
avoidance) may be briefly summarized as follows: 


(i) Below 25 per cent: Companies A. and B. will 
be treated as separate and independent com- 
panies in all respects. 

(ii) At least 25 per cent, but less than 75 per 
cent: The amount which A. paid for its 
holding in B. will be deducted from A.’s 
capital in arriving at its own standard profit. 
On the other hand, A. will exclude from its 
excess profits levy profits any dividends which 
it receives from B. It should be noted, how- 
ever, that these provisions (Section 50) apply 

„only where the shares іп B. were held by A. 
throughout the whole of A.’s chargeable 
accounting period. 

(iii) More than со per cent, but less than 75 per 
cent: A.s position will remain as in (ii). 
B., if it was incorporated after January rst, 
1952, will be unable to adopt a minimum 
standard of £5,000 (see the proviso to Sec- 
tion 41 (1)), and will therefore be thrown back 
on a standard of 12 per cent on its paid-up 
share capital in the chargeable accounting 
period. 

The purpose of Section 5o —see (ii) above – was 
to meet the argument that dividends received from a 
substantial shareholding (ie. 25 per cent upwards) 
ought not to bear excess profits levy in the hands of 
A. as well as B. But where B. is a new company 
which needs to conserve its liquid resources in its 
early years and therefore pays no dividends, the effect 
of the section will be to penalize A. rather than to 
relieve it. | 

The object of the proviso to Section 41 (1) – see 
(iii) above – appears to have been to remove any 
excess profits levy inducement for an existing com- 
pany to form — during the life of excess profits levy – 
a subsidiary (less than 75 per cent) to exploit a new 
and profitable line of business; at any rate, if this is 
.done, the new company’s standard will consist 
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largely of an amount taken from the holding com- 
pany's standard, and there will be little or no benefit 
in terms of excess profits levy as compared with the 
position if the holding company had itself operated . 
the business or had incorporated a full excess profits 
levy subsidiary to do so. 


E.P.L. Groups 


Full group treatment under the provisions of the 
Twelfth Schedule is normally applicable only where 
the inter-company holding is 75 per cent or more. 
"The constitution of the group will be determined by 
reference to the holdings on January ist, 1952, and 
an additional 75 per cent subsidiary acquired after 
that date will not receive full group treatment 
unless it was incorporated after that date and, when 
its business commenced, it was a 75 per cent sub- 
sidiary of an existing member of thé group. 

It follows that full group treatment will not be 
accorded to a 75 per cent subsidiary acquired after 
January rst, 1952, if it had already been in business 
before that date. Accordingly, it would, inter alia, 
retain its own standard. The amount paid for its 
shares would reduce the capital of its holding com- 
pany for the purpose of that company's standard; 
but the holding company. would exclude from its 
excess profits levy profits any dividends from the 
new subsidiary. 

If during the life of excess profits levy the group's 
holding in one of its subsidiaries fell below 75 per 
cent, that subsidiary would cease to receive full 
group treatment only if it ceased to be under com- 
mon control (which normally requires a holding of 
more than 50 per cent). However, if the holding fell 
to a level between. 25 and 5o per cent it would still 
receive partial group treatment. 

'The main differences between full and partial 
group treatment may be tabulated as follows: 


Full group treatment 
Standards 

Normally, all members of 
the group must conform to 
the same standard, i.e. the 
one which is most advantage- 
ous to them collectively. 

A new subsidiary incor- 
porated by the group after 
January 1st, 1952, to carry on 
a new business, will have to 
base its standard on 12 per 
cent of its paid-up share 
capital in the C.A.P. (with 
the usual adjustment for U.P. 
or O.D.). 


Deficiencies 

May be set off against ex- 
cess profits of other members 
of the group. 


Overriding maximum 


Applies to all group mem- 
bers collectively. 


Partial group treatment 


Normally, a company may 
select any standard, without 
being bound to the group 
standard, 


A company incorporated 
after January rst, 1952, in 
which the group holds more 
than 50 per cent but less 
than 75 per cent will not be 
able to adopt a minimum 
standard. 


No set-off. 


Applies to each individual 
company. 


Dividends received from a subsidiary to which 


full group treatment applies are to. be included in · 
arriving at the U.P. and O.D. of the holding com- 
pany, although they are to be excluded from. its 
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excess profits levy profits. The same rule applies to 
dividends from a subsidiary which is subject to 
partial group treatment. 

Group standard profits are to be determined and 
allocated to the fully-grouped companies in accord- 
ance with paragraphs 8-16 of the Twelfth Schedule. 
These provisions are lengthy and particularly complex, 
and it would require many pages of indigestible text 
to deal with them adequately. As a contribution to 
discussion, there is set out in Appendix VI! an 
illustration based on assumed figures in a straight- 
forward case. 

'The assessment and collection of group excess 
profits levy are dealt with by paragraph r7 of the 
. Twelfth Schedule. It seems probable that in most 
cases the principal company will opt to. have one 
assessment made upon it in respect of the total 
group liability for each chargeable accounting period. 
The tax assessed in respect of each subsidiary is to 
be recoverable from the principal company and that 
subsidiary jointly and severally. 

Adjustments between members of a group in 
respect of their excess profits levy liabilities are 
regulated by paragraph 20. The principal company 
is authorized to recover from each subsidiary the 
amount paid on behalf of that subsidiary; and each 
subsidiary is authorized to recover from the principal 
company any excess excess profits levy that it may 
have borne. For the purpose of such recoveries each 
subsidiary’s liability is to be taken as equal to the 
total amount that it would have borne upon its own 
profits for all periods up to the end of the chargeable 
accounting period in question, computed as if the 
subsidiary had had the full benefit of its own deficien- 
cies (and no more) and of applying the overriding 
maximum rate of excess profits levy to its own profits 
alone, and with a revision in certain circumstances 
of the treatment of its own expenditure on deferred 
repairs. Discrepancies will obviously arise and will 
operate to increase or decrease the principal com- 
pany’s share of the group liability. 


Transfers of Businesses as Going Concerns 


The ‘provisions of Sections 47 and 48 and the 
Eleventh Schedule are based on a fairly simple 
principle, although its application in varying circum- 
stances has given rise to a good deal of statutory 
verbiage. In a straightforward case where company B. 
purchases the business of company A. (or substantially 
the whole of it), and that business commenced 
before January ist, 1949, B. will be entitled to 
adopt A.’s standard, but B.’s share capital will be 
treated as reduced by the consideration paid to A. 
and by the value of A.'s assets which B. did not take 
over. To the extent that B. may have issued share 
capital to provide funds for the purchase, the first 
of these deductions will not be material; but in so 
far as the purchase may have been financed by 
. borrowed money or by undistributed profits derived 
from any previously-existing business of B., the 


YThe Accountant, dated October 25th, at page 490. 
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effective standard ог additional standard may be 
seriously curtailed. However, unless A. and B. are 
under. common control, B. is entitled) to elect that 
this basis shall not apply; B. would obviously do this 
if some more favourable standard were ‘available, e.g. 
a minimum standard or a standard based on 12 per 
cent of its paid-up share capital : in the chargeable 
accounting period. 

Where the transfer covers only a:|part of Ал 
business, i.e. a part which is less tha ‘substantially 
the whole’, B. can acquire only such part of A.’s 
standard as the Commissioners of Inland Revenue 
may apportion to B. On questions of appórtionment 
there is a right of appeal to the Special Cómmissioners. 

The general principle indicated abóve undetlies 
the excess profits levy treatment of all transfers of 
going concerns which had comménced before 
January 1st, 1949, and it is discernible ih the detailed 
rules governing such matters as the ‘position of a 
transferor who continues in business, successive 
transfers of the same business and] transfers of 
businesses from individuals and partnerships. 

Where company A. transfers to company B. a 
business which was commenced on or|after January 
Ist, 1949, the provisions briefly outlined above will 
not apply. Indeed they would be inappropriate. A.’s 
choice of standards will have been limited to the 
minimum standard or 12 per cent oh its paid-up 
share capital in each chargeable accounting | period; 
B. will have a similar choice. 

In the case of a transfer after January rst, 1952, 
the transferor may have an accumulated deficiency 
üp to the date of transfer. Such a deficiency cannot 
be taken over by the transferee unless: (1) both parties 
to the transfer are under common control; (ii) the 
transfer extends to the whole or substantially the 
whole of the transferor’s business; (iii)|the transferee 
has not previously carried on any business; and 
(iv) the circumstances are such that, in view of 
‘Section 42, the transferor would be unable to carry 
forward the deficiency. Where these Едит conditions 
are satisfied, the transferee may alsó use а post- 
transfer deficiency of the business transferred to 
recover excess profits levy paid by theftransferor for 
pre-transfer periods. Furthermore, again subject to 
the four conditions, the transfer will. ђе ignored in 
applying the overriding limit on the tate of excess 





' profits levy. These provisions are to apply whether 
or not the business commenced before January 19, ' 


1949. j . | 
Miscellaneous Points 


Change in nature of business carried on : 


In view of Section 37 (3), it seems wn that where 
a company changes over from one kind of business 
to another, without selling its old business as a going 
concern, its standard will be unaffect d. It would, 
however, forfeit any deficiencies of ће old business, 
since the case would be one of those giving rise, under 
Section 42 (5), to 'a break in continuity for deficiency 
relief purposes'. - | E 
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Overriding limit 

The overriding limit on the amount of excess profits 
levy payable to 15 per cent of the total profits (10 per 
cent for a company carrying on business abroad), is 
to be applied on a.cumulative basis; ie. as an 
alternative to 30 per cent of excess profits it will 
ultimately apply, if at all, to the whole of the period 
of charge to the excess profits levy. It clearly follows 
that whenever it proves advantageous to change from 
the one rate to the other, the benefit for the chargeable 
accounting period of change will be partially offset 
by an increased liability for previous chargeable 
accounting periods. 


Accounting periods 


Accounting periods are to be determined on the 
same principles as for profits tax. In relation to 
standard years and chargeable accounting periods 
the profits are normally to be arrived at by time 
apportionments of accounting periods. There are, 
however, two important exceptions to the normal 
rule. As regards the standard years, the company 
may require that any necessary apportionments shall 
be based on interim accounts so long as they (i) had 
been made up before December 31st, 1951; (ii) are 
available in respect of the overlapping periods at 
both the beginning and the end of the standard years; 
and (iii) are what Section 45 describes as ‘sufficient 
accounts’ — defined as meaning that at the beginning 
and end of the period which they cover the company 
must have balanced its books and taken stock. As 
regards chargeable accounting periods, where only 
part of an accounting period falls after January rst, 
1952, and accounts are available for that part, the 
company may require the apportionment to be based 
on them so long as they are ‘sufficient accounts’. 

In this connexion it is interesting to note that 


during the debate in Committee on the Finance Bill 


a Government spokesman said: 

"It may be that it will be necessary at the end of 
the E:P.L. period to see that people who have chosen 
to be taxed on their actual profits and not made 
subject to a calculation for a broken period at the 
beginning of the E.P.L. period will also have to 
be charged on the actual profits and not on the 
average period. That will get out of the difficulty 
of seasonal trade. (Hansard, May 22nd, 1952, 
Col. 815.) 


Sur-tax apportionments 


With a view to relieving the same profits from 
charges to both excess profits levy and sur-tax, 
Section 59 provides in effect that, subject to certain 
conditions, there shall be left out of account for 
excess profits levy purposes the profits for any 
chargeable accounting period if the whole of. the 
company’s actual income for that period has been 
apportioned for sur-tax purposes to individuals or 
companies ordinarily resident in the United Kingdom. 
The cases not covered by Section 59 are given a 
limited measure of relief by Section 68, which 
provides in effect that any amount payable in excess 
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profits levy (and profits tax for a chargeable accounting 
period after December 31st, 1951) shall be grossed at 
the standard rate of income-tax, and the gross figure 


shall be deducted in computing for the purposes of | 


a sur-tax apportionment the company’s actual 
income from а sources for the same period. It appears 
that where the company is partly an investment 
company, and its investment income (but not its 
estate or trading income) is apportioned for sur-tax, 
a part of the above-mentioned gross figure (appropriate 
to all the circumstances) will be deducted from the 
investment income so apportioned. 


Double-taxation credits | 
The introduction of excess profits levy and the 
alterations in the profits tax clearly required amend- 
ments in the rules governing double-tax credits under 
both unilateral relief and treaty relief where the 
convention provided for credit to be allowed against 
any of the United. Kingdom taxes. Section 70 lays 
down these amendments at considerable length. 
Their effect on a straightforward claim can, perhaps, 
best be indicated by the illustration in Appendix VIL. 

In those cases where double tax arrangements are 
effective for the chargeable accounting period but 
not throughout the standard years, the standard 
profits are to be computed as if the arrangements had 
been effective throughout all accounting periods 
entering into the standard years. 


Excess profits levy avoidance 

By Section 69 there is made applicable to excess 
profits levy not only the profits tax avoidance Section 
(32 of the Finance Act, 1951), with the extraordinary 
powers which it confers on the Inland Revenue, but 
also the old excess profits tax provision (Section 24 
of the Finance Áct, 1943) which appears to have been 
applied only in the well-known ‘whisky cases’. It 
is abundantly clear, therefore, that ingenuity on the 
part of taxpayers is not to be encouraged. 


Encouragement of company financing by loan capital 
After allowing for the effect of excess profits levy 
there is still an inducement for a company to resort 
to loan capital as the medium for raising additional 
capital when sound finance might well require that 
the funds in question should be obtained by an 
issue of risk-bearing capital The advantage that 
profits tax and excess profits levy together can confer 
on borrowing is illustrated by Appendix VIII}, which 
also serves to bring out another feature of our top- 
heavy taxation structure, i.e. that a company can 
now recover more in taxation savings in respect of 
additional loan capital than the full amount of the 
interest payable. 
. . Conclusion 

It has been well said that a good way of assimilating 
a new subject is to write about it; but the foregoing 


notes on the excess profits levy are submitted with. 


~ 
a 


«x 


diffidence since they have had to be drafted in ' 





1The Accountant, dated October 25th, at page 491. 
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advance of practical experience and, in fact, before 
the Finance Act, 1952, received the Royal Assent. 
However, if they should provoke discussion that leads 
.to a better understanding of the subject by the course, 
their object will have been achieved. 
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MR F. R. M. ре PAULA’S ADVICE TO STUDENTS 


Addressing students! societies at Edinburgh and 
Newcastle recently, Mr F. R. M. de Paula, C.B.E., F.C.A., 
said that there was a deep cleavage of opinion as to the 
adequacy of fundamental accounting principles in the 
present time of fluctuating price levels. As the pro- 
fession itself was divided, he thought that it was ur- 
gently necessary to make every effort 'to close its 
ranks'. It had to decide whether to stand firm for 
orthodoxy, whether to accept the new theories on 
current values, or whether to attempt to find some other 
solution. 

Mr de Paula outlined the background of the problem 
and compared rising prices and the burden of taxation 
with the two blades of a pair of scissors cutting ever 
deeper into the earnings of both industry and indivi- 
duals. The consequence was that savings, either in the 
form of profits ploughed back into the business or as 
new capital subscribed by members of the com- 
munity, were not sufficient to replace fixed and current 
assets at the now greatly enhanced costs. The national 
economy was bound to suffer and if industrial pros- 
perity waned then our standards of living would have 
to be reduced and we should be unable, in these 
small islands, to maintain our present population. 

The new conception of profits, Mr de Paula con- 
tinued, ignored the time-honoured doctrine of his- 
torical cost and was based broadly on the assumption 
that both depreciation on fixed assets and inventory 
" values should be reckoned. on current replacement 
costs. If this new conception were adopted by the 
accountancy profession, it would mean that, in the past, 


accounts had been prepared on an incorrect basis and 
that, in times of fluctuating prices, the margin of error 
might have been very considerable, affecting, among’ 
other things, earnings for prospectuses, dividend rates 
and liquid funds for the payment of creditors, Before, 
therefore, arriving at any hasty decisions, a number of 
questions had to be considered, among them the 
necessity for revaluing (if the new basis of preparing 
accounts were to be accepted) all the items in the bal- 
ance sheet and not merely the fixed and current assets; 
the importance of deciding whether sums set aside to 
finance replacements at enhanced costs should be 
regarded as a provision before striking the balance of 
profit or an appropriation of the ascertained profit; the 
burden which the obligation to finance replacement 
costs out of profit would impose on somé companies in 
certain circumstances, to the prejudice of shareholders 
and other interested parties; and the practical difficulties 
involved in preparing and auditing accounts drawn up. 
on the new basis. . | ; 

Mr de Paula concluded by saying that the ultimate 
solution might be to prepare accounts дп the hitherto 
accepted lines and to supplement them with statements 
and statistics, included in which would be an assess- 
ment of the extra capital required for future replace- 
ment of assets and the provisions already made for this 
contingency in the accounts. He thouglit that the root 
cause of the difficulties was inflation itself and that if 
that evil could be mitigated by a radical adjustment of 
our national economy then many of our present 
accounting problems could be overcome: 
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WEEKLY NOTES 


The Institute’s President in North America 


Continuing his visit to North America, Mr T. B. 
Robson, M.B.E., M.A., F.C.A., President of The 
Institute of Chartered Accountants in England and 
Wales, visited Montreal on October 16-17th, and 
was there entertained to luncheon by Mr J. A. de 
Lalanne, President of the Quebec Institute of 
Chartered Accountants, and members of the Council. 
Mr A. Emile Beauvais, immediate past president of 
the Canadian Institute of Chartered Accountants, 
travelled specially from Quebec in order to join in the 
welcome to Mr Robson. Mrs Robson.-was also 
entertained by Mrs de Lalanne and a number of the 
wives of members of the Quebee Council. 

On Monday, October 2oth, a dinner was given in 
New York by Mr Percival F. Brundage, past president 
of the American Institute, in honour of Mr and Mrs 
Robson. The dinner was attended by Mr J. A. 
Phillips, of Houston, Texas, President of the 
American Institute of Accountants, and Mr J. 
William Hope, ‘immediate past president, both of 
whom had come to New York for the purpose; by 
Mr J. L. Carey, Secretary of the American Institute, 
and a number of the leading accountants of New York 
City with their ladies. 


Another Productivity Report 


Although there was no accountant in the team 
representing the British zinc and aluminium die- 
casting industry which went to the United States 
last summer under the auspices of the Anglo- 
American Council on Productivity, its report! 
published on Monday, contains some penetrating 
remarks on the costing and financial systems of the 
plants visited. The team emphasized the need, both 
in the United States and in this country, of a basic 
system, with a simple and direct approach. It found 
that standard costing ‘апа budgetary control were 
occasionally adopted but that less intricate methods 
were generally favoured. Overheads were analysed 
separately for each department and, in estimating, 
were applied to the primary production labour cost. 
Departmental burdens were ascertained yearly and 


were applied to estimates either as a percentage on | 


labour costs or in terms of machine-hour or man- 
hour rates. 

'The team noted the use of two methods intended 
to interest works staffs in costing matters. In the first 
of these, the plant superintendent kept a daily record 
of the’ castings produced during one, or two, shifts 
of each machine. The potential sales value of this 
output was then calculated and compared with a 
predetermined standard. The second method was a 








1 Obtainable (45 post free) from the Anglo-American Coun- 
cil on Productivity, 21 Tothill Street, London, SW1; the 
Zinc Alloy Die Casters’ Association, Lincoln House, Turl 
Street, Oxford; or the Light Metal Founders' Association, 
25 Bennetts Hill, Birmingham, 2 


points scheme based on a standard allowance of. 
ninety points an hour. Each casting was given a 
points value, e.g. if the output was thirty an hour, the 
value of each casting was 3. From this points value, 
the basic labour cost was estimated. Daily achieve- 
ment records were maintained and any deviations 
from the regular standard of efficiency were investi- 
gated. 
Record Life Business in 1951 

The saving and capital formation problems of our 
times have been reflected each year since the war in 
the upward trend of life assurance business. Records 
have continually been broken and last year was no 
exception to this. Returns published by the Life 
Offices’ Association and the Associated Scottish Life 
Offices show that last year policies written by seventy- 
five offices (accounting for 98 per cent of the indus- 
try’s total business) numbered. 697,945 new policies 
compared with 640,646 in 1950. ‘The corresponding 
net sums were £593°3 million and {517-7 million. 

Such growth mirrors the difficulty which the. 
community now has in making savings out of income 
by traditional methods. More and more, saving is 
being done by life policies; the well-to-do are insuring 
against heavy death duties; houses are being bought 
by the increasingly popular life policy and mortgage 
arrangement; and companies are being forced to offer 
attractive pensions schemes from the board room 
downwards as a means of drawing and holding good 
men. Institutions, rather than iridividuals, are cana- 
lizing savings and directing them into various forms 
of investment according to their own policies. Enter- 
prise is bringing its own kind of problems to the 
institutional investor — and to the capital market. 


-The Actuary in the Community 


‘The profession of actuary is becoming increasingly 
known, increasingly understood and increasingly 
respected’. So said Mr W. F. Gardner in an address 
as President of The Institute of Actuaries on ‘Tuesday. 
To the layman his emphasis on respect as well 
as understanding is perhaps surprising for few 
professions command the degree of respect which the 
actuary enjoys. These things are, of course, relative 
and if growing respect has some connexion with 
lessening remoteness then few people would quarrel 
with the word or its context. 

So far as the lessening of remoteness is concerned, 
it is worth pausing to consider some of the figures 
given by the President in the earlier part of his 
address. Between 1910 and today the premium of the 
British life offices has risen from £50 million to over 
£350 million. In 1910 industrial assurance was thought 
of as a means of providing funeral expenses. Today 
three-quarters of new premiums are for endowment 
policies, and one-quarter for whole life policies. Mr 
Gardner went on to say that the most significant. 
development over these years has been the introduc- 
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tion and growth of group pension business. 

Today the actuary’s activities cover a wide and 
‘expanding field. Besides his ‘traditional’ work on 
: mortality rates and the analysis of life office expenses 

(in this connexion the strict writing of life risks has an 
important contribution to make towards economy) the 
actuary is concerned with reports on the finances of 
social insurance and on industrial matters in general, 
while the present-day levels of taxation and the 
intricacies of investment of vast funds give increasing 
scope for service. Specialization has its advantages 
but, warned the President, no one can be a specialist 
in a variety of subjects – not even an actuary. The 
profession’s basic training has provided it with a 
discipline. This was perhaps the most significant 
point of all. He is indeed the happy and complete 
professional man who can see the wood as well as 
He trees. 
Better Freight Rates 

Although the motorist may be luxuriating in this 
week's drop of 4d a gallon in the price of petrol 
because shipping freight rates have been lower, there 
are unmistakable signs that rates are on the upturn. 
With this change there comes to an end one of the 


most spectacular falls in shipping freight rates for a | 


number of years. 
Some rates are reported to have improved as much 
as 5o per cent. Much of the new buoyancy comes 
"from the Far East where tonnage is in demand to 
move foodstuffs, ores and coal. It is expected that 
these developments will carry a large section of the 
tramp-shipping industry until the seasonal movement 
of wheat grains from Australia begins. North 
American freight rates are also moving higher. 


Selling Cars 


Two leading figures in the motor-car industry have $ 


pointed out in the last few days that ће era ofthe seller's 


market in cars has gone. This fact has been apparent · 


for some time in the downward trend of car exports 
.(in volume, not in value), in the weakness in the 
second-hand car market and in the difficulty of some 
firms in selling their higher priced models. 


The Minister of Supply admitted this week that: 


there might be some difficulty in hitting the high 
car export target, and that a larger number of cars 
would have to be absorbed by the home market for 
some time to come. Now that there is more sheet 
steel coming from Margam the car industry is not 
likely to be seriously hampered by shortages. Even 
of such items as copper, which are required in small 
but critical quantities, there is no acute shortage riow. 
Thus, before long, the industry will be better placed 
to test its home market and to find out just how 
genuine are those long waiting lists. The industry has 
made a plea for an end to be put to covenants and the 
purchase tax, but it seems unlikely that there will be 
any significant relaxation in the direction of a lower 
' fax for the time being. The only factor which could 
speed action would probably be chronic unemploy- 
ment in the industry. That issue apart, it is difficult 
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to see the Chancellor making any modifications m 
side of his next Budget. 






Recovery in Rayon 


During the summer months the rayon industry 
experienced a late but severe recession./Recovery has 
been almost as spectacular so far as it has gone. Total 
tayon production increased from 15:3 million Ib. to 
22:4 million lb. between August and September. All 
mills which were closed have now копејшто produc- 
tion again although the level of activity із not as high 
as when they were forced to stop, for; by contrast, 
the industry’s total output in March v just under 
39 million Ib. 

A good deal of the increased deoak for rayon 
owes its origin to the recovery which; has been ex- 
perienced in the cotton and wool industries where 
rayon is required for mixing with cotton and wool in 
yarn spinning in some cases. It is noticeable, for 
example, that the recovery has been most marked in 
staple fibre rather than in filament yain ~ a sign of 
growing demand from the spinners. In contrast the 
demand for rayon filament expecially dor industrial 
uses (for tyre manufacture for e not been 





nearly so resilient, although there has|been an en- 
couraging improvement with the weaving and hosiery 
industries. | 


Zinc Freed 


Early next year the London Metal Exchange will be 
able to begin trading in zinc. Dealings} will then be 
possible in zinc, lead and tin and so theiexchange will 
have begun to take on a significant proportion of its 
traditional functions. The trend of ziné prices when 
free dealings commence will be interesting to watch. 
The price of zinc has been falling noticeably of late 
and in the case of lead, there was a Heavy drop in 
prices when free dealings commenced. It will prob- 
ably take a little time for a free zinc market to find 
stability -- not least because it is closely elated to lead 
which has been busy settling down in n free market 
in the period preceding the end of conttol of zinc. 

Greater freedom for trading in industrial supplies 
and consumer foodstuffs has been developing for 
some time. Basically it has been non-political although 
the pace has been accelerated by the present Govern- 
ment which is likely to have greater | faith than its 

predecessor in ‘the value of price correctives to violent 
swings of supply and demand; · 

The fact is that from the point of view of traders 
using these freed markets, the current trend of world 
prices is on the. whole propitious. Thé trend, with 
one or two exceptions, is downward and this gives 
some possibility that when freedom 1 ib- -restored to 
trading, prices will fall rather than rise! which gives 


the trader an initial confidence in the} value of free 


purchases and discriminate buying. This may seem 
an obvious point to the older generation, but it is 
worth emphasizing when there is now; а generation 
beginning to take over which has never known nor 
made decisions in а free ђаке — - | 
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FINANCE AND COMMERCE 


A return of limited institutional support in the gilt- 
edged market has brought brighter conditions 
generally. Opinion is growing that there is room for 
some gradual improvement in values based on an 
appreciation of long-term prospects. The position is 
confused, however, by immediate uncertainties. 


Maximum Provision 

We reprint this week the accounts of Phillips Fur- 
nishing Stores Ltd, covering the period from August 
zoth, 1951, to June 30th last. The profit and loss 
account contains two separate hire-purchase pro- 
visions, one of £81,097 for ‘unearned service charges 
and costs of collection of hire-purchase balances on 
the basis adopted in the preceding year’ and the other 
of £180,825 for ‘additional provision to eliminate 
unrealized profits’. 

Precentage.deductions from hire-purchase Бадаа 
were at.the rate of 20 per cent from 1948 to 1950. At 
the end of the 1950-51 financial year additional 
provision was made to increase the percentage to 


25 per cent and at June 3oth last a further additional , 
provision was made to eliminate unrealized profit. 


The latest provision is established at ‘the maximum 
allowed by the Inland Revenue under their agreement 
with the Hire-purchase Trade Association,’ Sir 
Ronald W. Matthews, the chairman, explains, and 
with the combined provision of £261,922 the direc- 
tors consider their ‘target’ has been reached. In 
future years there will be no alteration in the pro- 
vision other than the normal one arising from varia- 
tions in the total amount outstanding under p 
purchase agreements. 


These provisions out of trading profits are allow- 
able for both income-tax and profits tax, but for excess 
profits levy purposes 'the position may be somewhat 
complicated by the different basis upon which the 
deductions from hire-purchase balances have been 
made in preceding years’. The £23,000 provided for 
the levy, therefore, is no more than an estimate of 
what may finally be payable. : 


PHILLIPS FURNISHING STORES LIMITED AND SUBSIDIARY COMPANIES 
Consolidated Profit and Loss Account for the Period from August 20th, 1951, to June 30th, 1952 










































































- Year ended 
August 19th, 195] 
Profit on Trading including Rents Recelvable, after providing for Bad and Doubtful £ £ £ £ £ £ 
Accounts, but before deducting the items below i vu 404,150 432,386 d 
Interest on Investment .. se es .. .. oe m 50 
404,230 432,436 
Deduct: 
Transfer to Provision for Unearned Service Charges and Costs of Collection of 
Hire-purchase Balances on the basis adopted in the preceding year 81,097 176,694 
` Additional Provision to eliminate Unrealized Profit .. 180,825 
i —— 261,922 176,694 
i 142,308 255,742 
Deduct: 
Depreciation and Amortisation .. 2s vs E ve i m 29,109 - 17,685 
Audit Fees .. a 5s " an 1,375 1,575 
Emoluments of Directors of Parent Company: 
Fees as Directors .. . 3 .. .. .. .. 1,564. 1,808 
Management Remuneration as ЕЭ; .. oe .. he . 20,608 9,882 
- 22,172 11,690 
Provision for Taxation: 
Profits Tax .. m m .. .. .. m oe .. .. 18,857 47,307 
Excess Profits Levy .. vs ВА с A 2: 23,000 
Income Tax on Profits of the period ie m m E 46,272 92737 
88,129 ——- 140,044 
140,785 170,994 
Net Group Profit after providing for Taxation 1,523 84,748 
ct: 5 
Profits retalned by Subsidiary Companies a's Se 2,759 
Dividends pald by Subsidiary Companies in excess of their profits for the period 12,619 | 
Profle of the Parent Company . 14,142 81,989 
Balance brought forward from last year ce 61,85! 65,855 
Deduct: 
Amount applied In paying up Bonus Shares Wis 49,536 
16,319 
75,993 98,308 
Balance avallable for appropriation as follows: 
Capital Issues Expenses .. " es ES os * & 178 
, Dividends paid less income Taxi 
5 per cent Preference Stock, year to April 30th, 1952 ., 5,184 5,308 
é} per cent Preference Stock, year to April 30th, 1952 3,754 3,843 
Interim Dividend on Ordinary and 'A' Ordinary ‘Stocks 5,944 
8,938 15,095 
Proposed Final icut: less Income Tax on [Odit and ‘A’ Ordinary 
Stocks "s m Tm i 21,362 
-— 8,938 = 36,457 
9,116 a 36,457 
Balance carried forward by Parent Company & .. Pry 66,877 61,851 
Balances carrled forward by Subsidiary Companles: FS à m .. 1,493 | 14,112 
Вајапсе carried forward in Consolidated Balance Sheet .. T .. .. .. £68,370 £75,963 
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Special Payments 
The additional provision made this year 
by Phillips Furnishing has the effect .of 
'virtually eliminating profits in the net 
position, the actual figure for net group 


earnings being {£1,523 for the period- 


against £84,748 for the previous twelve 
months. i 
` Under these conditions the problem of 
ordinary dividend has been overcome by 
making special distributions from capital 
reserves. The final payment of 2'754 
per 2s ordinary and ‘A’ ordinary unit has 
been calculated at a rate to give stock- 
holders the same amount in cash as they 
` would have received had a normal 25 per 
cent less tax final dividend been paid as in 
previous years. Added to a payment last 
May of r25d per unit from: capital 
reserves the final payment gives a total of 
4d a unit, equivalent to an annual dividend 
of about 34 per cent less.tax. In June of 
this year there was a ‘3 for 1o' capital 
bonus and the final payment is made on 
this increased capital. 2 
With the Phillips Furnishing accounts 
there are included the consolidated 
financial position’ and the ‘consolidated 
earnings statement’, two informative sum- 
maries which were first added to the 
accounts with the 1951 publication. For 
reasons of space these statements must be 
omitted from our reprint but the form 
they take can be easily seen in our reprint 
from the 1951 accounts on page 15 of 
The Accountant of January sth, this year. 


"> Lawley Group 

For the first time since the war there is 
now unrestricted sale of decorated china- 
ware on the home market. This new 
freedom for the trade is a result of the 
recession experienced in export business 
and in particular the virtual closing of 
the Australian market last March. Mr 
M. D. N. Wyatt, chairman of The Lawley 
Group Ltd, considers that there are now 
signs which indicate that a reasonably 
favourable view can be taken of the future. 
The Australian market is now partially 
reopened. 

Meanwhile the group’s accounts for 


the year to last March show a reduction . 


in manufacturing and trading profit to 
£175,425 compared with £251,034 pre- 
viously. It was not possible to offset the 
effect of increased wages, as well as higher 
raw material, production and selling costs 
' Љу economies or by increased selling 
. prices. Р 

The position is now aggravated by the 


Consolidated Balance Sheet as at June 30th, 1952 
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32,722 


Amount applied In paying up Bonus Shares 48,828 ` 
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necessity to make heavy provision for possible tax 
liability. The Inland Revenue, the chairman explains 
to shareholders, ‘are seeking, for the first time since 
‘the formation of the group, to treat as profits, and 
consequently to tax, the difference between the cost 
of ware manufactured in vour factories and the price 
at which it is taken over by your shops for sale, even 
though it still remains as stock in the shops’. 
The directors are resisting this claim but ‘are 
advised’ to make provision in the accounts. A total of 


a 
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£33,700 is provided, £11,300 relating to | the present 
accounts and £22,400 in respect of Previous years. 


Money Market 
Applications for Treasury bills totalled £321,325,000 
on October 24th and, bidding at £99}7s 11d, the 
market obtained 62 per cent of requirements. The 
whole of the £230 million of bills offered were 
allotted with the average rate £2 8s 4: 064 per cent. 
This week's offer is £220 million. ` | 


I 
| 


Letters must be authenticated by the name and address of the writer, not necessarily for publication! 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed, 


Earned Income Allowance: Vicar's Wife 


Sm,-I think your correspondent (October 18th 
issue) will find that when the vicar in question was 
appointed by the bishop, definite terms as to his 
remuneration would have been agreed. These would 
normally cover stipend, Easter offerings, use of a 
vicarage house, etc. 

It would, in my view, be most unwise to attempt 
to divert the Easter offerings to the vicar's wife, as in 
these circumstances the offerings themselves might 
well decline and a tax saving would be doubtful. 

If at any time an increase in the vicar's remunera- 
tion should be under consideration, then I suggest 
no increase should be made to him, but his wife 
acting as hitherto unpaid parish worker, should be 
paid a sum for her services equal to the increase 
which was in mind. 

"There will be no difficulty in obtaining against the 
remuneration so paid to the wife the allowances 
appropriate to such an item of earned income. 

I suggest the parochial church council might pass 
some such resolution as the following: 

“The parochial church council expressed apprecia- 
tion to Mrs Vicar for all the many services which she 
had performed in connexion with the affairs of the 
parish during the past . . . years. 

*At the same time the ‘parochial church council 
considered that, in future, some token payment for 
such services should be made. . - 

‘It was therefore resolved that Mrs Vicar be asked 


to continue to carry out the duties which she had so. 


ably performed in the past and that she be paid until 
otherwise determined by the parochial church coun- 
cil an оше sum of £x by way of remuneration.’ 
Yours ax 
Londis, ЕС2. . STEVEN. 
Parent Company's. iivdstmetis іп. 
. Subsidiaries е 
Sir, – It has been suggested to me that. оп а revalua- 
tion by a parent company of its investments in 
subsidiaries, the. account of the parent company 
should indicate-that the surplus-arising therefrom is 
a net amount arrived at after deducting the dinini 
tion in value of one subsidiary. . 


In my opinion it is not necessary to !indicate that 
the value of the subsidiary has been written down, 
either in the reference to the surplus of revaluation 
or in the wording used to describe ithe revalued 
subsidiaries. This information does not, ‘appear to be 
required by the Companies Act, and in|any case the 
value of the assets underlying the investments in. 
subsidiaries is shown in the consolidated accounts, 


Your readers’ views on this point yi be much 
appreciated. 
_ Yours esi 
MOP. 


sere 


| Inflation and National Savi 55 


Sir, – The latest development in the sthuggle by the 
Government to prevent withdrawal by Һе public of 
short-term national savings in excess of gd deposits 
has been the offer of 35 per cent Defence Bonds 
advertised as giving ‘тоо per cent capital security’. 

The numerous humble but patriotic citizens who have 
seen the purchasing power of their National Savings 
Certificates halved over the last ten ог twelve years 
may be forgiven if they view this statement with only 


"moderate enthusiasm. . 


-Is it economically. impossible for the Government 
to arrange some form of national savings which are 
repayable at a price which fluctuates with the cost of 
living and which thus guarantees the inyestor against 
the hazards of inflation? In el of such a 
revolutionary Suggestion, 1 Ри forward two con- 
siderations: F 


(1) If considerable future inflation takes place, the 
yield of taxation will be correspondingly in- 
creased. As sinking funds for thejrepayment of 
the National Debt have always been raised from 
taxation, it should in no way émbarrass the 
Exchequer to redeem loans at a premium if the 
yield. of taxation has correspondingly increased, : 

(2) If it be urged that it is wrong to regard loans as 
repayable out of the current yieldlof taxation, I 
would place my argument on a broader basis. 
'The fact that inflation takes place does not 
involve that the real national wealth has de- 
creased. It involves that the value of the national 
assets expressed іп terms of money has increased 
and the national economy is therefore in a 


б 
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position to repay the investor at a price in excess 
of the amount he invested. 

As a final point, may it not be that the availability 
of such a loan would so much encourage savings that 
the consequent withdrawal of spending power would 
have the effect of avoiding inflation. If such were the 
case, the very fact of the conferring of a guarantee 
against inflation would be the means of ensuring that 
the gùarantee would not be called upon. 

I hope that readers of The Accountant who are more 

_ versed in economics than I can pretend to be will 
point out the flaw, if flaw there be, in the reasoning I 
have put forward. 

Yours faithfully, 
New Malden, Surrey.. WILLIAM D. WOLFF. 


Containers: Accounting Treatment of 
Deposits 

Sir, iX company bottling non-alcoholic beverages 
purchases its bottles at about 15s per 24 bottles, and 
cases at about 8s per case. Upon selling the beverage 
contained in the bottles, it receives from purchasers 
deposits against the bottles and cases, which deposits 
are refundable upon return of containers. The deposits 
it receives from clients are about 7s per 24 bottles 
and 3s per case. It is obvious that the only amount 
‘the company can recover ftom unreturned containers 
‘is the amount of the deposit. 

"The company had to adopt this practice in order 
to promote its sales. 

The accounts relating to deposits are kept at the 
selling prices, and the difference between cost and 
selling prices is charged to. “Deferred revenue 
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à 
expenditure account’, which is being written off over 
a period of three years. Breakages and actual losses of 
containers are charged to manufacturing and trading 
accounts at selling prices. 

I shall be thankful if any of your readers may 
criticize the said procedure, and indicate as to whether 
it is acceptable to the income-tax department in 
Great Britain. 


Baghdad. 


Yours faithfully, 
K.G. KHOURY, 'F.A.C.C.A. à 


Distributing Business: Accounts System 
Sin, — I wonder if any of your readers with experience 
of a business similar to the undermentioned could 
provide the information required. The following are 
the main characteristics of the business: 

Large-scale distributing business with deliveries per 

rail апа own van. 

Very numerous lines so that stock control is exceed- 

ingly difficult. 

Customers’ invoices cannot be ‘typed before the 

. execution of order as items on the order are very 

often substituted or awaiting a price when goods 
are subsequently procured to complete the order. 

The layout of the premises is bad, with two exits 

from warehouse, but this might be remedied. 

The information required is a simple system to 
ensure that orders are duly invoiced and charged up, 
and only genuine orders are оен from the 
warehouse. 

If any books can be recommended. it would be a 
great help. 

"Yours faithfully, 
COMMERCIAL ACCOUNTANT. 


CURRENT LAW 


. Unformed Company: Contract 


In Newborne v. Sensolid (Great Britain) Ltd! (The 


Times, October 24th, 1952), Parker, J., found in 
favour of the defendants in an action brought by the 
plaintiff for’ breach of contract, In March 1951, he 
purported to enter, on behalf of Leopold Newborne 
(London) Ltd a company which he was forming, into 
a cóntract with. the defendants for the supply to 
them of ham. The contract note was signed ‘Leopold 
Newborne (London) Ltd, Leopold Newborne’. 

The defendants refused to accept the goods and 
argued that the plaintiff purported to sue on a 
contract made by a pompeny. ‘which was: not in 
existence at the time. 

Parker, J., held that Newborne’ 5 signature was not 
that-of an agent who agreed to do certain things on 
behalf-of the company. The company -was not in 
existence at the time of the credit and the signature 
and documents were а complete. and utter nullity. 


The plantiff could not contend-that ће was the real . 


principal so as to maintain the action. 





1 See also article entitled ‘A company promoters contracts’, 
by H. J. L. Phillips, LL. B. (LOND. » ACLS. » elsewhere i in this 
issue, — EDITOR. . ` 


Company Winding-up: Distribution 
In 1896 a company, by special resolution, increased 
its capital by creating preference shares giving 
holders the right to a fixed cumulative preference 
dividend of 6 per cent per annum, and to rank both 
as regards dividend and capital in priority to the 
other shares, but no further right to participate in 
profits or surplus assets. In 1952 the company was 
wound up voluntarily. The arréars of dividend on 
the preference shares amounted to £112,800, while 
the sum available for distribution among the members 


` 
ae 
J 





~ 


was estimated at £62,887, which was more than | 


enough to repay the preference capital. Profits avail- 
able for distribution at the date of the ,winding-up 
were £2,072. - 

-Wynn-Parry, J., held that the preference share- 


.holders should receive the capital paid up on their 


shares.and the arrears-of dividends. out of the fund 
comprising ‘the surplus assets of the company: in 
priority to the other shareholders: ‘They were: not, 


as regards dividends, limited to.the. profits earned . 


out of which a preference dividerid could’ have been 
declared (Re Wharfedale. Brewery -Со` Ltd) (Law 
Times, August 22nd, 1952). . 
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Foreign Travel Allowance 


Mr Гахбеовр-Ногт asked the Chancellor of the 
Exchequer whether he will make a statement about 
the basic travel allowance for the coming year. 

Mr R. A. Butter: The basic travel allowance for 
the year beginning November 1st, 1952, will remain 
at £25. The allowance for children will remain at £15, 
but the adult allowance will now be given to children 
of 12 or over, instead of 15 or over, on the ground that 
many continental hotels charge adult rates for older 
children. pi 


Hansard, Oct. 21st, 1952. Written Answers, Col. 77. 


Bankruptcies 


Mr ALEX. ANDERSON asked the Secretary of State for 
Scotland the number of bankruptcies which have 
occurréd in Scotland since October 1st, 1951, and the 
number of annual periods ending August 31st, 1951, 
1950 and 1949. 

Mr J. Stuart: The number of persons declared 
bankrupt by the Courts in Scotland in the period 
October 1st, 1951, to September 30th, 1952, the latest 
date for which precise figures are available, was 127; 
the numbers of persons declared bankrupt in the 
annual periods ending August 31st, 1951, 1950 and 
1949 were 105, 69 and 55 respectively. 

Hansard, Oct. 21st, 1952. Written Answers, Col. 89. 







Total 


income” 


Range of income Number of 











before tax incomes! 
ў 1938 `` . 000'8' 
Personal income which’ can be 

allocated to different ranges: | |- 

, Under £2504 . .. | .. . 
6250—4499... E e |- 1,890 
£500-£999.-  '".. e | 539 
£1,000-4£1,999  ... 2. ` 183 
£2,000-£9,999 . -.: . ·· |. 798 
. 410,000 and over... ^ 8. 
ara 1950 1. ў 

Personal income which сап be ` 

allocated to. different ranges: ` Le. d 

. Underf250* -. .. „.. | . — 
250-4499 . .. | .. | то,ооо 
4500-4999 .. " ^ .. .. | 3,265 
£1,000-£ 1999  .. e 645 ` 
` £2,000-£9,999 pee l o 239 
„£10,000 and over .... .. Ii |. 182 


ЈА married‘couple is for income-tax purposes counted as one individual. . 
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Inland Revenue: Evidence 


Mr NaBanRO asked the Chancellor of the Exchequr 
the policy of Her Majesty's Government in regard to 
the submitting of evidence by the Board of Inland 
Revenue to committees appointed by Her Majesty’s 
Government; and why such evidence was submitted 
by the Board of Inland Revenue to ће а еу Com- 
mittee and refused in the case of the Gowers Com- 
mittee. i ; 
Mr R. A. Вотгев: Written evidence Was submitted 
to both committees by the Board of Inland Revenue, 
who are always ready to supply information to 
Government committees about current tax law and 
practice. It is sometimes considered, aslin the case of 
the Gowers Committee, that it is undesirable for the 
Board to give evidence, and particularly oral evidence, 
on major changes in taxation policy. | 
Hansard, Oct. 21st, 1952. Oral Answers, Col. 854. 





Personal Incomes: NM M 


Mr Бре asked the Financial Sectetary to the 
"Treasury whether he will give figures showing the 
distribution of personal incomes between different 
ranges of income, both before and after! the deduction 
of income-tax and sur-tax, in 1938}and in 1950, 
respectively. | 


а f | : 
: Mr Boyp-Carpenter: The figures ire as follows: 


Proportion of income 


Total income after С 1 
before tax retained after 


income-tax and 











sur-tax? at deduction of taxes at 
1938-39 1950-51 1938-39] 1950-51 
rates . rates: -. rates | ', rates 
£ million | ‘£ поп | £ million 
2,585 | | 558 | . 998. . 
= бот .| 96:8 | 962^ 
3065 > 8972 | 84:5 
^ 179. 81:8 i 0. 9275 : 
196 . ^ 799, . 543. 
33 S. 423 || | 202. 
PROUD сата | 
ds c EE V Sim 
1,815 99-1 |. 99:0 
3,381 96:9 ! ^| 05-5 
1,897 91:6 } 89:2 
^ 17652 ' 83:6 | 36:5 
~ 1468: j 7214 | 572 
84 EE 6 46184 .| -,236 
(А 


? In: addition to the income shown in this’table there are amounts accruing to persons that cannot be allocated to par- 
ticular ranges of income. These are estimated to have been £673 million in 1938.and`£ 1,533 million in 1950., . ru 


*'The estimates of income in this table relate to calendar years; the tax rates used are those that were current.in the fiscal 


' years 1938-39 and igso-51. st, 


* All allocable transfer incomes have been included in incomes under £250. 


exeo ta^ 


| st woe 29 | é Ws y Dos 
Hansard, Oct. 21st, 1952. Written Answers, Col. 76. 
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£ Sterling: Purchasing Power 


Mr Lewis asked the Chancellor of the Exchequer if 
he will give details of the comparative purchasing 
power of the £ sterling at October ist, 1951, and at 
the latest convenient stated date. 

Mr R. A. BurLER: Taking the figure for mid- 
October 1951, as 20s, the corresponding figure for 
September 1952, on the basis of the interim index of 
retail prices was 18s 1od. 


Hansard, Oct. 21st, 1952. Written Answers, Col. 77. 


Lieut.-Col. Lipton asked the Chancellor of the 
Exchequer to what extent the purchasing power of 
the-£ has varied during the past year. 

Mr R. A. BUTLER: On the basis of the interim index 
of retail prices, the internal purchasing power of the 
£ fell by 1s 3d during the year to September 1952, 
the latest date for which figures are available. 

Hansard, Oct. 21st, 1952. Oral Answers, Col. 842. 


Sir I. Fraser asked the Financial Secretary to the 
Treasury what, taking 1945 as 20s, was the purchasing 
power of the £ in November 1951, and at the latest 
convenient date, 

Mr Jonn .Bovp-CARPENTER: The. internal pur- 


chasing power of the £ was 14s 3d in November 1951, ` 


and 13s 6d in September 1952, based on the National 
Income White Paper price index for all consumers’ 
goods and services for the period 1945-51, and the 
Ministry of Labour Interim Index of Retail Prices 
for the period January to September 1952. 

- Hansard, Oct. 21st, 1952. Oral Answers, Col. 843. 


National Income: Distribution . 
Mr OsBORNE asked the Chancellor of the Exchequer 
what proportion of the national income went to the 
richest tenth and to the poorest half of the nation in 


1936, 1949 and 1951 рер, both before and. 


after taxation. 

Mr R. A. BUTLER: As the answer contains a number 
of figures, I will, with permission, circulate it in the 
Official Report. 

Following is the answer: 

‘Pre-war figures are not available, except for 1938, and 
the most recent post-war figures relate to 1950. My reply is 
therefore confined to these years. The following are the best 
estimates I can give of the proportions asked for, expressed 
8s percentages of the total of incomes received by individuals. 






Richest tenth Poorest half 









Before After After 
tax . tax tax 
<: percent | percent | percent | percent 
1938 23 24'5 
1950 24. 


En reading these figures, the following points should be 
note 
. (a) Not all the national income can be allocated to 
· individuals (e.g. the undistributed profit of companies) 
and the figures given refer only to incomes actually 
received by individuals which can be allocated i into income 
. ranges. 4s 
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(b) The “richest tenth" has been understood to méan 
the tenth who had the highest incomes among those who 


receive incomes,. counting man and wife as one; the 


“poorest half? has been understood similarly. 


(c) It will be appreciated that the percentages. “before ' 


tax” relate to the total of incomes before tax, while those 
"after tax" relate to the substantially smaller total of 
personal income after tax.’ 


Hansard, Oct. 21st, 1952. Oral Answers, Col. 843. 


Interest and Dividends 


Mr OssBonNE asked the Chancellor of the Exchequer 
approximately what proportion of the £596 million 
paid last year in interest and dividends went to sut- 
tax payers and to stockholders not liable to income- 
tax, respectively; and approximately how many 
people shared in the total amount. 

Mr R. A. BUTLER: It is estimated that about 40 per 
cent of the dividends and interest paid by companies 
are received by sur-tax payers and a further 1o per 
cent by life assurance funds, charitable organizations 
and similar bodies. No information is available as to 
the proportion received by persons not liable to 
income-tax or the total number of recipients. 


Hansard, Oct. 21st, 1952. Oral Answers, Col. 844. 


Income Tax. 
Miss Warp asked the Chancellor of the Exchequer 


the estimated cost of exempting from i income-tax аі. 


incomes uhder £250 per annum. 

Mr R. A. BurLER: About £27 million. "This in-. 
cludes the cost of the relief which, in order to prevent 
anomalies, it would be necessary to give to incomes 
slightly over £250 per annum. 

` Hansard, Oct. 21st, 1952. Oral Answers, Col. 847. 


Overseas Subsidiary Factories 
Mr Janner asked the Chancellor of the Exchequer 
what information is available, with regard to the 
capital expenditure by British firms during recent 
years on the construction of subsidiary factories to 


manufacture their products in overseas countries; , 


what figures are available giving the amount of profits 
from such overseas establishments remitted annually 
to this country; and how far such inforrnation can be 
divided according to the trades concerned. 

Sir A. Satter: The information asked for is | not 
recorded. 


- Hansard, Oct. 23rd, 1952. Written Answeis, C Col. i38. 


Entertainments Duty: Cinemas 


Mr P. Tuomas asked the Chancellor of the Exchequer 
what would be the cost to the Exchequer if cinemas 
which are now paying entertainments duty, with gross 
takings of not more than £150 per week, and not 
more than 400 seats, were cte from entertainments 
duty. 
Mr Воур- uites TES: The cost is conjectural, 
because it would depend on the extent to. which other 
cinemas might find it profitable to adjust seating 
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capacity or weekly takings to come within those 
limits, but it would probably be between £1 million 
and fa million a year. 


* Hansard, Oct. 23rd, 1952. Written Answers, Col. 138. 


Hospital Costing: Reports 


: Major Ілоүр asked the Minister of Health whether 
he has now received the report of the King Edward's 
Hospital Fund on its hospital costing investigation; 
and what arrangements he is making for publication. 
Mr Ілім Macteop: Yes, sir. I have now received 
from both the Fund and the Nuffield Trust their 
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reports on hospital costing, together with a joint 
covering statement. At my request the two bodies are 
arranging to publish the reports as soon|as possible, 
and copies will then be placed in the Library of the 
House and made available for. discussion and con- 
sideration throughout the service. 

I should like to record my warm appreciation of the 
very valuable contribution which the two bodies have, 
by their reports, made to an important and difficult 
subject. 

Major Lrovp: Is my right hon. Friend aware that 
that answer will be widely welcomed? 

Hansard, Oct. 23rd, 1952. Oral Answers, Gol. 1259-60. 
| 
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NOTES AND NOTICES | 


Personal 


Messrs LesLIE B. Prince, Srmon & Co, Chartered 
Accountants, of Palmerston House, Bishopsgate, 
London, EC2, announce that they have admitted into 
partnership with effect from October 6th, 1952, Mr 
Автнов GORDON CHESTON, A.C.A, who has been 
associated with the firm for some years.. 

Mr LEsLIE E. SABBEN, А.А.С.С.А., F.T.LI. (Approved 
Auditor), announces that he has admitted into 
partnership from November rst, 1952, Mr Percy A. 
PHILLIPS; A.A.C.C.A., his managing clerk. The 
practice will continue to be carried on under the style 
of SaBBEN & Co, at 83 Broadway, Bexleyheath, Kent. 

Messrs DAMMERS & - McCormick, Chartered 
Accountants, of Abbots’ Fee, Greenhill, Sherbourne, 
, announce with deep regret the death on October 21st, 

of their senior partner, Mr E. H. F. DAMMERS, B.a., 

' A.C.A. The practice will be continued by Mr А. H. 
McCormick, B.A., A.C.A., at the same address without 
change of name. . 

Messrs BAYFIELD & BAYFIELD, Chartered Account- 
ants, of 95 Colmore Row, Birmingham, 3, announce 
that they have taken. into- partnership as from 
October 1st, 1952, Mr RoBERT ALEXANDER HINGLEY, 
A.C.A., Who has been a member of their staff for the 
past two years. The style of the firm remains un- 
changed. 

Professional Note 
Mr Russell L. Tillett, F.c.4., senior partner in the 
firm of Russell Tillett & Co, Chartered Accountants, 
.of London, Bradford and Manchester, has been 
áppointed deputy chairman of Finneys Seeds Ltd. 


Official Receiver: Carmarthen 


The Board of Trade announce that as from November 
3rd, 1952, the office of the Official Receiver at 





56 VICTORIA STREET, LONDON, S.W.l 


JOHN FOORD & COMPANY 
VALUERS AND ASSESSORS | 


OF WORKS, FACTORIES, Etc. 


4 Queen Street, Carmarthen, will be closed. All 


; ое for the Carmarthen bankruptcy{district will 


from that date be conducted from the office of the 
Official Receiver at 10 St Mary Square, Swansea, 


The Institute of Cost and Works Accountants. 
PRESIDENT AND DiRECTOR HONOURED IN FRANCE 


Mr S. C. Tyrrell, F.C.w.A., President of T ‘The Institute 
of Cost and Works Accountants, and Mr S. J. D. 
Berger, M.C., F.C.1.8., Director and ‘Secretary of the 
Institute, were guests of honour at a reci nt two-day 
congress at Nancy, France, of the ||Compagnie 
Nationale des Experts Comptables. . | 

The theme of the Congress was ‘Accountancy for 
control and direction in the’ service tf business 
enterprise’, and at the main session, the ‘President of 
La Société Industrielle de l'Est presented: the Médaille 
de Vermeil to Mr Tyrrell and to Mr; Berger ‘ 'en 
reconnaissance des services rendus à l’ In: ustrie et en 
Commerce! ~a graceful recognition of t je Institute's 
pioneer work in the field of management|accounting. 

This tribute, of which the Institute may well be 
proud, follows an appreciative compliment to the 
British Management Accounting Team, which 
visited the U.S.A. in 1950, by the translation of the 
Team’s report, in its entirety, into | ithe French 
language. | 
Christmas Bonuses 


Christmas bonuses paid to employees are liable to 
income-tax whether payment is made in cash or in 
something such as savings certificates which can be 
turned into cash. f 

A special concession has, however, been made in 
recent years as regards cases in which : an employer 
who had been in the habit of making Christmas . 
presents in goods to subordinate I decided 





Telephone: Victoria 2002 G lines) 








532 


to substitute gifts of equivalent value in the form of 
savings certificates, savings stamps, National Savings 


gift tokens or direct credits to savings bank accounts : 


of the employees. 

In such cases, the value of these substituted gifts is 
not treated for income-tax purpose as income of the 
fepe. 


' Accountants in ‘Model Parliament’ 
The first ‘model parliament’ to be held in the district 
for some years took place at Westcliff-on-Sea on 
Saturday, October 25th. The ‘parliament’ was 
produced by Mr J. Kennedy Melling, A.C.A., АТЛА., 
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who acted as ‘Speaker’, and was attended by a number 
of accountants as well as other professional, commer- 
cial, civic and educational personalities. 


Among the experts in the ‘cabinet’ were Mr- 


William Emery (H.M. Inspector of Taxes), as 
‘Chancellor of the Exchequer’, with an articled clerk, 
Mr Michael Boulton, as his ‘financial secretary’; 
while the ‘Opposition Front Bench’ included Mr 


- Herbert Bell, A.5.4.4., F.1.M.T.A. (Borough Treasurer, 


Southend), Councillor W. H. Clough, F.1.a., and 
Mr F. G. Feather, Ғ.С.А. Mr Henry Channon, M.A., 
M.P. (Southend West), was among those present who 
took part in the debates. 


STUDENTS' SOCIETIES AFFAIRS 


The Chartered Accountant Students’ 
Society of London 


PRESIDENT’S MEETING 


About 4oo members of the Chartered Accountant 
Students' Society of London attended the president's 
meeting last Tuesday evening, when Lord Balfour 
of Inchrye, P.C., M.C., gave four rules for happiness 
for the attainment of a full professional life. The 
Lord Mayor of London, Sir Leslie Boyce, K.B.E., 
gave a brief address on the importance of the 
accountancy profession. The President, Мг S. H. 
Gillett, M.c., F.C.A., was in the chair. 

We hope to publish these addresses in an early 
issue. 


BADMINTON 


A keenly contested badminton match was played on 
Saturday afternoon, October 25th, between the 


Chartered Accountant Students" Society of London 


and Barclays Bank Ltd. 

` The match, which took place at Bishopsgate 
Institute, ended in a win for the Bank by 7 rubbers 
to 2 — a score, which, with a little more luck for the 
Students in the run of the play, might well have 
been closer. 


Members of the Society's team were H. M. Heah. 


and C. L. Yeoh; R. H. Hepworth and M. A. Wren; 
J. R. King and M. G. Ridout. 


‘DOUBLE ENTRY’ 


Double Entry — describing itself as ‘A conglomeration 
of news and views’ – is the title of a new occasional 
paper issued free to members by the Chartered 
Accountant Students’ Society of London. The editor 
- is Mr B. Arnold. 

Issue No. 1, dated Autumn 1952, is an eight-page 


octavo pamphlet containing short notes — generally in -> 


lighter vein — of interest to London students. 

The first editorial states that Double Entry has 
been issued to combat the 'remoteness between 
members of the Society’. We commend this attempt 
to promote greater interest and participation in the 
activities of the Society and we wish the new venture 
every success. 


Manchester Chartered Accountants’ 
Students’ Society i 


An informal tea party, for recently-articled clerks 


who have joined the Society within the last seven—“ 


months, was held recently on the opening day of the 
winter session. About sixty people were present (in- 
cluding committee members), and, after a welcome 
by the Vice-President, the purpose of the Students' 
Society and the composition .and functions of the 
Joint Tuition Committee were briefly explained by 
the Hon. Secretary and the Chairman. 


OFFICERS FOR YEAR 1952-53 


The officers of the Manchester Chartered Account- 
ants’ Students’ Society for the year 1952-53 were 
recently elected and are as follows: 


President: Mr M. Wheatley Jones, B.COM., F.C.A. 
Vice-President: Mx J. Howard Bell, B.A., F.C.A. 
Chairman: Mr J. V. Eastwood, F.G.A. 

Hon, Librarian: Mr A. Rothburn, A.C.A., A.T.L.I. 

Hon. Auditors: Messrs J. Wood, a.c.A., and С. B. C. Ogden. 

Hon. Secretary and Treasurer: Mr 'l'revor W. E. Booth, 
A.C.A., of Messrs E. A. Radford, Edwards & Co, 52 Brown 
Street, Manchester, 2. 

Hon. Secretary, Joint Tuition Committee: Mr T. S. 
Andrew, a.c.a., of Messrs Thomson McLintock & Co, 
57 King Street, Manchester, 2. 

Assistant Secretary and Treasurer (to whom all general 
communications should be sent): Miss I. Ritchie, LL.B., 
Chartered Accountants’ Hall, бо. Spring Gardens, Man- 
chester, 2. 


MOTOR — FIRE — CONSEQUENTIAL LOSS 


CAR & GENERA 


83 PALL MALL, LONDON, SW1 
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Recelvérship СВЕ unavoidable and this one is no exception. Although similar 
FC. A — MEET. facilities have not been accorded in relation to excess profits tax 
Finance n 3 TEN | | -or profits tax, neither of these taxes presents such a multiplicity of 
Sterling Industries Ltd —. . alternat&e and ancillary computations. Moreover, computations 
Frank Mason & Co Ltd — - submitted without the aids available to Inspectors are more’ ‘likely 
.MoneyMarket, ...',' 552 - (9 contain. errors and to- need time-wasting adjustments on their 
Weekly Notes LES 555 part. Clearly ‘the Inland: Revenue hope to transfer more of the 
Gorrespondence | 55 0e ‘burden zo the taxpayer or his adviser and it is only reasonable to 
* Earned Income Allowance: 20% give him some assistance. У ; Е 
ath Wifes THe Recounts al This assistance consists of joir ingeniously designed Бени 
epartment in Industry: . 
Relations with other Depart- © ·. E.P.L.z (green) E.P.L. 3-2 (yellow); ЕР, 3-3 (grey); and 
Tevela Њитра Pon C MEAE ER, L. 33A (grey), together with a twelve-page pamphlet(E. P.L. 5) 
Hire-purchase Interest and- -:- · containiag admirably brief; accurate and helpful notes for guidance 
Practice . 557 = jn filling up the forms. All these documents are obtainable from the 
The Management Account- - offices о: income-tax Inspectors. 
mise tieu don resina l The frst chargeable accounting period for the new w levy. begas 
"conference of the Institute - on January Ist, 1952, and for that and each subsequent chargeable 
an pu Works Account: m accounting ‘period, until Parliament says ‘stop’ (which we hope 
| US will not be long), it is necessary to compute the profit!ifor excess 





Excess Fronts Levy Rega- . profits levy purposes of each company or society which! carries or 


ana NU hu rut a trade.or business or whose functions consist mainly of holding. 
in Parliament c gx. 7.77 dnvestments or other property. These chargeable. taxpayers are. 
"penses — Owner-occupied: -. referred to shortly as companies, which the vast majority of them 
ste Sa sae ee are. It :s also necessary to compute anew, in the case of -each. 
School Fees – Tin Produc- | · · chargeable accounting period, the standard applicable to it, in 
- боп: Tax Relief — . 561 order to show the excess or the deficiency. | 
Notes and Notices ` ' - Form E.P.L. 3 deals with these two matters. Its front lowi 
еар Dil sional the: computation of profit for the accounting: period in rer the 
Appointments — Companies .. chargeable accounting period falls, and which. will normally be 
ра сеа ас cotermimous with it. As profit for levy purposes is the same as 
and War Damage Commis- profit fcr profits. tax purposes, subject to adjustments | laid down 
Jon: Change of Piers d .  .in the-Finance Act, 1952, the computation starts with the profits 
| 1952 and 1953 — Incor- ~ - tax proft for the accounting. period, 'i.e. the figure at item (А) on 
porated Moi ap ih 7 form P.T. 3’. Although the Inland Reveriue. have Hot so far 
* Society — Incorporated. Ac- ' 'removec the уе from.this latter form, the explanatory notes make 
countants Lodge — The it clear that item (A) shows the profits tax profit before any. deduc 
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(nie enough now), losses brought пеня! ог 
abatement. Below this item the possible adjust- 
. ments of it, for excess profits levy purposes, are 
set out seriatim, each with a brief reference to the 
relevant statutory provision. The excess profits 
levy profit for the accounting period being found, 
it remains to apportion it, where liecessatyy to the 
chargeable accounting period. 

. “The adjusted standard for that period is 
brought from the back of the form and a simple 
deduction (or addition if a loss has been incurred) 
gives the excess or deficiency. For an investment 
holding company this is reduced to the appro- 
priate proportion under Section 52 and any 
excess remaining-is carried: down to a grid where 
the particulars to appear in the formal assessment 
-are entered, viz. the excess tax thereon at 30 per 
cent, the overriding limitation adjustment under 
Section 43 (which, after the first chargeable 
period, may be up or down), the double taxation 
credit, and finally the net levy payable. Besides 
reminding the computer of the: adjustments 
necessary, the form also tells him the order in 
which they must be made. 

The back of form E.P.L. 3 indicates, as clearly 
as is reasonably possible, а ће varying standards 
to choose from for the particular chargeable 
accounting period. A separate panel shows the 
overriding minimum standard of /5,000, with a 
space to show the proportionate reduction where 
the company is one of a number under common 
control which commenced after 1951. Then there 
are six columns. Number one names the items in 


the other five, namely, standard profits before ` 


adjustment for the particular chargeable account- 
ing period, the adjustment for changes in the 
amount of issued share capital, the adjustment 
for under- or over-distributions of profit from 
the ‘relevant date’ to a date twelve months before 
the end of the chargeable accounting period, the 
adjustment for borrowed money, and finally the 
net standard as adjusted. The adjustment for 
under- and over-distributions is the appropriate 
percentage of a figure brought forward from form 
E.P.L.3-3 (first chargeable accounting period) 
or from form E.P.L. 3-34 (subsequent periods). 

Columns 2 to 4 inclusive of the back of form 
E.P.L.3 relate to ‘old businesses’, і.е. those 
begun on or before: January 1st, 1947. Columns 
5 and 6 deal with ‘new businesses’, i.e. those 


begun later. Column 2 gives, at its first entry, the | 
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ads profits standard, incorporating where 
appropriate the optional adoption of a percentage „ 
of average capital for one of the two standard ` 
years. The figure is brought forward from form ' 
E.P.L. 3-2, which we deal. with below. Column 3 
shows the alternative standard, taking a percent- 
age of paid-up share capital as at December 31st, 
1946 or 1951. Column 4 shows the further 
alternative of a percentage of net assets as at óne 
of those dates. These alternatives need not all be 
worked out if it is reasonably clear without 
computation which of the standards is the more 

favourable. | 

For new businesses, column 5 provides for the 
optional profits standard, brought forward from*: 
form E.P.L. 3-2, while column 6 takes the normal 
standard for new businesses, namely a percentage 
of paid-up share capital in the chargeable 
accounting period itself. 

The back of form E.P.L. 3, while giving the 
information mentioned, also serves to remind one 
that in some cases it may pay to claim a profits 
standard even though a loss was incurred in the 
standard period, and that the percentage of assets , 
standard may pay even though there was an excess 
of liabilities over assets on the chosen date. 

The back of form E.P.L. 3-2 (the standard 
profits form) is similar to the front of form 
E.P.L. 3 in that it provides for arriving at excess 
profits levy profit by adjusting profits tax profit. 
The difference is that E.P.L. 3-2 deals with six 
accounting periods instead of one. The adjust- - 
ment items referred to by the two forms are 
identical. In the normal case, six accounting 
periods will include the whole of the possible 
standard period for any company. The profits tax 
profit for these periods is not affected. by the new 
maxima for directors’ remuneration in director- 
controlled companies, so that adjustments on this. 
account are likely to be more frequent than on 
form E.P.L.3, where the adjustment will 
normally arise only for an accounting p 
straddling January 1st, 1952. 

The net excess profits levy profit for the six 
accounting periods has to be carried to the front . 
of form E.P.L. 3-2, and the calendar year profit 


.computed therefrom by apportionment. For new 


businesses there may be an apportionment to the | 
first twenty-four months of trading. 'The front of | 


form E.P.L. 3-2 also provides for thé computation 


of a percentage of average “paid-up capital in а. 
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standard year where such percentage is substi- 
tuted for actual profit. There is also a reminder 
that the company may be able to claim the special 
concession in respect of ‘deferred repairs’ under 
paragraph 12 of the Ninth Schedule of the 
Finance Act, 1952. 

As stated above, form E.P.L. 3-3 provides for 
the computation of over- or under-distributions of 
profit in relation to the first chargeable accounting 
period. The result of this computation will be 
used throughout the duration of excess profits 
levy since the computations for subsequent 
chargeable periods will be based on it, and will 
Фе made on a separate form E.P.L. 3-34 for each 
such period. 

The back of form E.P.L. 3-3 has columns for 
seven accounting periods, to cover the accounting 
periods from the ‘relevant date’ laid down in the 
Act to a date twelve months before the end of the 
first chargeable period. Normally, the excess 
profits levy profit will already have been com- 
puted for most of those seven periods in the 
process of arriving at standard profit. Accord- 
ingly each of the seven columns starts with the 
excess profits levy profit. There follow seriatim 
the various adjustments of excess profits levy 
profit which are necessary to arrive at the under- 
or over-distribution of that profit For an 
accounting period which lacks a ready-made 
computation of excess profits levy profit, the 
explanatory. notes with the forms explain a useful 
Short cut for arriving at the final figure without 
computing excess profits levy profit. 

The front of form E.P.L. 3-3 contains a grid 
oh which to summarize the results for the relevant 
accounting periods. It includes provision for the 
necessary adjustment where the first of those 
periods started' before the relevant date, and 
where the last of them extended to within twelve 
months of the end of the first chargeable period. 

When the computation for the second charge- 
able period is made, it will be necessary to use 
form E.P.L. 3-34 which serves to extend the 
over- and under-distributions history to a date 
twelve months before the end of that chargeable 
period, i.e. normally the date on which the first 
chargeable period ended. Each subsequent charge- 
able period will have its own form E.P.L. 3-34, 
which will normally cover twelve months. 

"The back of form E.P.L.3-34 contains a 
column for computing thé undistiibuted profit, 
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or the overcdisbabution of profit, in relation to 
the particular accounting period, and follows the 
lines of the seven columns on the back of form 
E.P.L. 3-3 referred to above. It starts with the 
excess profits levy profit or loss which| is shown’ 
on the front of form E.P.L. 3 for the accounting 
period immediately preceding the one which 
contains the current chargeable period. There 
follow the adjustments on lines identical with 
those on the back of form E.P.L. 3-3. ` 
The front of the form contains a space to show 
the aggregate undistributed profit jor over- 
distribution as computed for the immediately. 
preceding chargeable accounting period. If that 
period was less than twelve months a deduction: 
will have been made in respect of undistributed, 
profits etc. within twelve months of its end. There: 
is accordingly a space to add back this deduction. .. 
The figure for the accounting period imme- · 
diately preceding.the chargeable period i is taken. 
from the back of form E.P.L. 3-34 and entered, 
in a grid on the front. Normally it will be added. 
to, or as necessary deducted from, the total of the 
first two figures on the front of the form. How- 
ever, the current chargeable period may, excep- | 
tionally, be less than twelve months, as where ; 
accounts are made up for less than a year or the | 
excess profits levy comes to an end in the course. 
of an accounting period. In that case the distri-* 
butions etc. for the preceding accounting period 
require to be reduced by the proportion which 
falls within twelve months of the end of the, 
chargeable period. This reduced figure is then 
combined with the figures for the preceding 
period and the result is the aggregate jundistri- | 
buted profit (or over-distribution) in relation to 
the current chargeable period. 
It is manifest that if the distributions of the . 
chargeable period itself had to be brought into 
account for that period, the computer would be . 
faced with a problem with two unknowns — hence 
the.exclusion of the current period. i 
Although, as will have been seen, these forms 
will be very helpful, it is necessary to point out | 
that care will still be necessary when they are . 
of form 
E.P.L. 3 does not contain spaces for all the various. 
alternative standards but leaves it to the computer x 





, to choose which of some alternatives he will enter .. 


on the form. To some extent, therefore, it will. be : 


' necessary to work the computations through to 
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ће епа before finally. deciding which.of certain 
-alternatives to, enter finally.-on- the- back of form 


-E.P.L..3:-For-instance, column 4 contains a space . 


in which to enter a percentage of the net assets at 
„ће end ој either, but not both, of 1946. ог 1951. 
"The higher of these two figures may not neces- 
sarily be the more favourable so that.a certain 
amount’ of trial and error is necessary; 
Excess Profits Levy Regulations 

‘The Inland Revenue have been active in another 
direction in relation to excess profits levy. 
‘Sections 62 and 63 of the Finance Act, 1952, give 
them, power to make regulations governing assess- 
‘ment and appeals procedure. They have exercised 
jt in The Excess Profits Levy Regulations 1952 
— reproduced elsewhere in this issue — which 
eame into operation on October 27th, 1952. - 

. The Regulations are modelled on the corre- 
sponding ones for profits tax (S,R. & O. 1937, 
Мо; 731), with the necessary additions to deal 
with the fact that the new ians provides not 
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only for:assessments, but.also. for various appor- 


tionments to be made at the Inland Revenue's: 
discretion, and for applications by the taxpayer 


for deficiency relief, all of which may. be the 
subject .of appeal. Another new feature is that 
the Inland Revenue take specific. power to make 


assessments ‘according to the best of their judg- 
тпелі” inthe absence of satisfactory returns or 


other information. Of course they always.did this 
in practice for profits tax – someone may have 
questioned their right to do so. 

The income-tax provisions incorporated. „аге 
fewer than those in the profits tax regulations, · 
being confined to Section 514 (1) (2) (3) of. thy, 
Income Tax Act, 1952, which deals with. the | 
forms of ‘assessment, notice, etc. This change is 


due to the fact that the new levy does not apply 


to individuals, as profits tax once did, while pro- 
visions for assessing non-residents are laid down 
in the Finance. Act, 1952, itself instead of being 
incorporated i in the Regulations by reference to 
the HIE Tax Acts. З 
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has to pay distribution charge in respect of 

non- distribution relief granted to another 
company. ‘They arise under the provisions of the 
Finance Act, 1947. These are Section 36 (4), 
which deals with amalgamations and reconstruc- 
tions, and Section 38 (2),,which deals with groups. 
Paragraph г (2) of the Seventh Schedule to the 
Finance Act, 1952, makes it clear that paragraph 
I (1) is. to apply as though the successor of a 
previous company, or the principal of a subsidiary, 
had received the non-distribution relief itself. — 


Repaid Loans and Non-distribution Relief . 
Where a director-controlled company makes a 
Joan to a member, whether he is a director or not, 
that loan is included in the gross relevant dis- 
tributions, thus swelling the net relevant distri- 
butions and normally increasing the profits tax 
payable. The extent of this increase, can be 
computed by comparing the total liability. with 
what would have been the liability had the loan 
been excluded from distributions. That increase 
now. bears the statutory appellation of 'the tax 
originally ascribable to the loan’. dd as 2 (0 
of the Seventh Schedule). . Au t rk 


Te are two cases in which a company 


' The pre-1952 law, with a riisplaced $e foi 
arithmetical - exactitude, contained ‘the most 
elaborate provisions for énsuring that when the 
loan was repaid, the tax originally ascribable to it 
should in effect be returned. The new change in 
profits tax rates, and the prohibition on the 
deduction of the- profits · tax for income-tax 
purposes, each ` give rise to further change in 
these elaborate provisions. — 

. Paragraph 2 (1) of the Serek Schedule deals 
with loans which weré made after 1951 and are 
subsequently ‘repaid: Paragraph 2 (2) deals with 
loans ‘made before 1952 but repaid after 1951. It 


- applies to them the provisions of paragraph 2 (1) 


but with a modification to take into account the 
prohibition of the deduction of profits tàx in 
arriving at income-tax liability. Chronologically; 
paragraph 2 (2) should be dealt with first, but it 
is perhaps less confusing: to take the i more simple 
case of a loan made after 19 51 


· Loans made after 1951 and Repaid ЈЕ "e 
з . Subsequently 
In the normal case,. where a loan made after 19 gr 


WEARS 


adjusting... the. profits tax liability, the tax origi- 


| 





| 
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: . . £400 
nally ascribable to the loan is multip lied by буе: This is £1,000 léss than the distribution ‘charge otherwise 
(the tax rate being 20 per cent) and the multiple * 
is deducted from the net relevant distributions.of . 
the, period in which repaynient’ occurs. df à ` 


negative figure is left as a result of this deduction, . 


it is carried forward and deducted in the next period 
= there is no provision for backward spread. · 

However, if, apart from the loan repayment 
adjustment, there would be a distribution charge, 
it is necessary to compute that charge first on the 
assumption that no repayment occurred. If that 
charge is entirely at the 20 per cent rate, the net 
relevant distributions are then reduced in the 
normal way. As explained above, however, the 
charge or some of it may be at ro per cent or at 
7% per. cent, depending on which particular non- 
distribution relief is being withdrawn. 

To the extent to which the loan repayment 
deduction reduces à 71 per cent distribution 
charge, the grossing up of the tax ascribable.to 
the loan i е to be not five times but 134 times 
(74 X 134 = roo). Similarly, to the extent to 
which a то per cent distribution charge is reduced, 
the grossing up is to be ten times. Otherwise the 
reduction for the loan repayment would exceed 
the tax originally ascribable to the loan. 


Example 9 (Year ended December 31st, 1953) £- 


Chargeable profit - . 20,000 
Net relevant distributions (ignoring loan repày- 
ment) . . 30,000 
| Non-distribution relief given to date and not yet withdrawn: 
£8,000 at 15% | 
£1 ооо at 20% - 
£2 ooo at 40% 
£3,000 at 20% (1952) 
ГЕИ loan repayment, distribution charge would be: 








3,000 at 20% КЕ р . боо 
2,000 at 20% .. ài 400 
1,000 at 10%. .. лоо 
(Balance) 4,000 at 73% .. . 300 
£10,000 £1,400 
a 





A loan made to a member of this director- 
controlled company in 1952 increased the profits 
tax liability by £1,000. The loan was repaid 
during 1953. Accordingly the 1953 net relevant 


: distributions require to be reduced as follows: 


£ А 
Multiply 300 by 13{ ая) taking the lowest rate 








© 4,000 

m 100 by 10 : 1,000 

» 400 by 5 (1951) 2,000 

» 200 by 5 (1952) 1,000 

' (Total £1,000 £8,000 


_ Amended net relevant distributions = £30, ооо - — £8,000 
== £22,000. Amended distribution charge: ` 
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£2,000 (£3,000 — £1,000) at 20% 


payable, so that the company has recovered the £1,000 
para! which it incurred p па the loan. 


Loan made before 1952, теа after 1951 


"Апу increasé in profits tax as a result of a loan 


made before. 1952 will normally have been offset, 
to the extent of something like one-half, by га 
reduction in income-tax liability. On the óther 
hand, reduction of profits tax after 1951 by. 
repayment of the loan will have no income-tax, 
repercussion, since profits tax is not in any. case 
deductible for income-tax purposes. Accordingly: 
paragraph 2 (2) provides that in this case the tax 
originally ascribable to the loan is to be reduced: 
by one-half for the purpose of computing the. 
reduction in net relevant distributions. Other- 
wise the company's tax gain from repaying the: 
loan will exceed the net tax loss when the loan. 
was made.  : | TA 
Example 10 


Assume that in the preceding example the loan in düestion 
was made in 1951 instead of 1952, but that the profits tax 
ascribable to the loan was £1,000 as before. That £1,000 
will normally have been deducted in computing the 1952-53 
income-tax: assessment as before. By virtue of paragraph 
2 (2) it has to be treated as £500 instead of £1,000.* 

'he feduction in net relevant distributions is them 
computed as follows: у 








£i 

"Multiply 300 by 13$ 4,000 
3; 100 by 10 . 1,000 

2 100 by 5 (balance) 599 
£500 £5,500 


Amended net relevant distribution = £30,000 — 55, 500 
=. £24,500. Amended distribution charge: 








£1 

1,500 at 20% (1951) 300 
3,000 at 20% (1952) 600 
£4,500 £900 





In other words, the reduction in liability in 1953, on account 
of the loan repayment, is confined to £500, This represerits 
the tax originally ascribable to the loan, £1,000 less an 
amount of £500, being a rough approximation of the reduc- 
tion in income-tax which the company is expected to have 
obtained by deduction of the original profits tax liability in 
arriving at its assessable profits for income-tax purposes. 


Building Societies 

Paragraph 3 of the Seventh Schedule reduces the 
overriding maximum rate for building societies 
from 6 per cent to 2 per cent. This is consequent 
partly on the prohibition of profits tax as a deduc- 
tion for income-tax, partly on the reduction of 
the ordinary rate of profits tax. This reduction 
has effect as from January rst, 1952. | 


(То be continued.) 
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"ESTATE DUTY-I. 


The Liability and Valuation of Limited and Partial Interests. 
by V. S. HOCKLEY, B.Com., C.A., А.А.С:С: А, 


introduced * by: the’ Finance Act, . 1894, 

which laid down that the duty is leviable 
on. all property, settled or unsettled, which 
passes on the.death of the deceased or which is 
deemed, to pass. The basis of valuation is the 
principal value at the date of death, i.e. the price 
which would be realized. оп sale in the open 
market. 

There are in practice, however, a number of 
situations in which the deceased may not, at the 
date of death, have had a complete interest. His 
interest may have been of a limited or partial 
character and. the estate duty valuation and 
liability of such interests present difficulties and, 
sometimes, inequities on the. parties concerned. 


Е duty іп its present form was 


' Life Interests 


The first and most usual case is where the 
deceased enjoyed a life interest only in the 
property. The Finance Act, 1894, Section 2 (1), 
(b) states that where the death operates to bring 
an interest to an end and, as a result of the death, 
a benefit arises or accrues to some other person, 
the property concerned is deemed to be included 
as. property passing at death. There must be a 
benefit arising owing to the death; and the Act 
decrees the method of valuation for estate duty 
‘of such property. If. the deceased enjoyed the 
' whole income of the property, then tne amount 
liable to duty is equivalent to the principal value 
of the whole capital producing the income. But 
where the interest of the deceased was less than 
the whole income produced, the value is 

‘the principal value of an addition to the property 

equal to the income to which the interest extended’. 
In other words, where the interest is less than 
the total income, the estate duty valuation is 
based on that proportion of the principal value 
of the income-producing capital which the 
income enjoyed by the deceased bore to the total 
income produced. 

‘It is well to remember that it is the interest 
ceasing and not the new interest arising which is 
tlie basis: or te charge. 


Example’ 
Suppose A. B. dies, leaving four persons 10'епјоу а 
life interest in his estate, the principal value of which 


at the date of death. “of the first fedenn: was 
£30,000. ; 








. Principal value of eaii of the assets . о 
of the trust at the date of death of life — - -- 
tenant .. 20,000 

Less Income accrued (less tax) to date of 
death of life-tenant (payable to repre- 
sentatives of deceased life-tenant), say 150 
aes pact "E : 19,850 
` Free estate of deceased life-tenant (in- 
cluding accrued income), say .. 5,000 
Total, fixing rate of duty at 15 per cent £24,850 





The estate duty payable by the executors of A,-B. 
will be 15 per cent of £19,850 = £2,977. 

It may well be the corrective affidavit of the 
deceased life-tenant will result in an increased 
rate of duty payable by A. B.’s executors, ер. if 
in the above case the deceased life-tenant’s free 
estate proves to be £7,000, the rate of duty would: 
bé 18 per cent and the executors of A. B. would 
be liable to pay 18 per cent on £19,850, viz. 
53,573. This illustrates an: inequity in that the 
duty payable by the trustees of the settlement is 
affected by the size of the deceased life-tenant's 
estate, although of course the trustees have no 
control or power ovér such estate. Again, the 
deceased life-tenant's executors have to pay duty 
at a rate affected by the value of the portion of | 
the trust assets concerned, notwithstanding the 
fact that deceased had no title to that capital. 


Calculation of ‘Slice’ 
Where only a portion of the total income accrued 
to the deceased life-tenant, the total income to 
be taken as the denominator of the fraction 
required is normally the ‘current income. If 
there are trustee securities the actual income is 
taken; with authorized non-trustee securities, the 
income taken is the dividends for the year prior 
to death. For uninvested assets, a notional income 
would be taken based on the current yield of 
trustee securities and where land is: concerned, 
ordinary repairs may be charged against the 
income. Ás regards the numerator of the frac- 
tion, the intention as derived from the will or 
other documents must be followed. If the annuity 
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is free of income-tax, the gross annual sum . 


required to produce the annuityistaken. ' :. 


"m „Rule in Re Pettit. 


In Re Pettit, Le Fevre 0. Pettit ([1922] 2 Ch. 763), oo 
"where there was an annuity given by the will - 


‘free of income-tax’, it was held that the annui- 
tant could only -get the annuity and that ; е 
trustees were entitled to a proportion ‘of. the. 
income-tax recoverable by the annuitant in 
respect of his personal allowances. The annuitant 
had to refund to the trustees the proportion of 
the cash value of the allowances due to him that 
the annuity bore to his total income. The Finance 
Act, 1941, Section:25, as amended by Finance 
Act (2), 1945, Section 20, imposed a limitation 
on the rate of tax on tax-free annuities and 
similar payments for the purpose of repayment 
where the testator died prior to September 3rd, 


: 1939. The effect of these amendments is that the. 


annuitant bears the tax in excess of 5s 6d in the £. 


Example 

Suppose an individual, whose earned income is £180 
per annum, is also entitled to an annuity of £420 per 
annum free of tax, under a will, death having occurred 
after 1939, the repayment will be as follows: 


I ла 
-— E 180 
Annuity (gross) 800 
| | | 98о 
. Less Earned income relief, : 
two-ninths of £180 £40 
Personal allowance (say) .. · 210 
National insurance contri- 
: bution .. 18 ne 13 
i ? —— 263 
' Taxable income £717 
hs £ s d 
Tax thereon roo at 3s od m 15 оо 
150 at 5s 6d | Е 4I 5 0 
' 150 at 7s bd B 56 5 o 
317 at gs 6d 150 i1 6 
е Tax payable | | 263 I 
. Tax suffered on annuity . 380 о o 
| Repayment £ 116 18 6 


(a) The total income less National Insurance and 
-earned income relief. is £927. . 

(b). The value of the tax allowances. relative to the 
annuity is. calculated as follows: 
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££ sad 
“Personal Ше [210 at 95 6d 99 15 0 
"Reduced rate relief тоо at 6s 64 32 10 о 
бо». | dgoatqsod  .30 оо 
S К. 150 ‘at2sod - 15 0 o 
4177 5 о 





The refund to the trustees will be; 
800 
gay Х 6177 5s od = £53 7 

It will be observéd that the refund is not neces- 
sàrily calculated by reference to the actual repayment 
of tax obtained; and thére is authority for the practice 
of taking a proportion.of the cash value of the 
allowances. 

In Re Bailey ([1952] 31 A.T.C. 181)a husband 
left an annuity 'free of duty' of £416 to his 
who remarried in 1939. The 
‘second husband was. assessed, of course, on 
the joint income and- claimed the appropriate 
personal allowances. The annuity was paid 
gross. In 1947 the former husband died and 
the trustees took out a summons to determine : 
the:position. It was.held that the annuity was 


payable free of income-tax.. In the present 


judgment, Vaisey, J., held that the annuitant had 


to apply for the refund due, and that any repay- 
ment recoverable by «ће wife and husband or 


either of them, in so far as it was attributable to 
the annuity, belonged to the trustees as in Pettit’ 5 
case, 

On July 24th, 1952, the Court of Appeal vatied 


'the order of Mr Justice Vaisey, to the effect that 


the wife was under no obligation to exercise her 
statutory rights to recover the tax reliefs in respect 
of her annuity!, Under the will in question, there 
was a provision that should ‘such annuity of £416 


. exceed one-third of the total income after pay- 
ment. of income-tax', the annuity was to equal 
one-third of the. net income, This situation 


actually obtained and the Master of the Rolls 
stated that the wife was entitled to what she was 
given, ‘namely, one-third of the net income and 
that does not involve any obligation on her. part 
or her husband's part to account for any rebates 


"of income-tax he or she may receive'. The point 
'appears to be that in this case, there is not a gift 
-of a specific, sum, whereas under the Pettit гше, a 


definite sum is given, i.e. the beneficiary should 
receive no more and no less than the amountstated. 

A comment is sometimes made to the effect 
that by measuring the 'value' of the life-tenant's 


. 1 See “Taxation Cases in The Accountant, October пф, 
1952, at раве 431. | | 


ES 


income fot. . duty purposes by means of the ‘slice’ 
principle, i.e. thé valué of thé portion of the 
capital : producing the ' income; there: is’ ‘some 
inequity as no regard is had to the length of 
time that the déceased life-tenant enjoyed the 
income. [а one case, а life-tenant died four 
months after the commencement of the life- 
tenancy. It was contended that as duty had been 
paid on the death of the testator and that the 
life-tenant’s interest, in view of her early death, 
must have been of little value, there should have 
been a substantial reduction in the duty payable 
as a result of the life-tenant's death. It appears 
that no. reduction -was competent, as rapid 
succession relief did not apply. It is clear that the 
scope of the cases falling within rapid succession 
relief should be enlarged. ' 


VU HRS “Annuities ` 

What has been said above regarding the determin- 
ation of ‘life interest will also apply in the case 
of the cesser of ап annuity owing to the death of 
the annuitant. For estate duty to be chargeable, 
the annuitant miust have had the right of recourse 
against property to which the liability of the 
annuity could attach, and, further, there must be 
a benefit arising owing to the cessation of the 
liability to pay the annuity. If there is no liability 
against specific property or if no fund has been 
set ир, no duty would be payable on the cesser. 
In Attorney-General v. Watson ([1917] 2 K.B. 
427) the annuitant died two days after the testator 
who gave the annuity. Since two days’ income 
had already accrued, the interest of the deceased 
had not entirely failed. It was held that there 
was a cesser of interest affecting that portion of 
the estate required to be set aside for the pro- 
vision of the annuity. The annuity. will be valued 
as On a Cesser. 

A professional man may secure an annuity to 
his wife charged on his practice. This annuity 
would be chargeable to duty on his death. 
Although it is payable out of future profits, it is 
not property in which he never had an interest. 
` Annuities of less than £52 per annum аге 
exempt from duty and there is relief for annuities 
between £52 and £104. 


Continuing and Joint Annuities : 
It was stated above that on the death of a life- 
tenant or annuitant, it is the interest ceasing 
which is the basis: of the charge to duty, and 
' where annuities are given to persans in succes- 
sion,-then as each successor.takes over, it is the 
value of the annuity to the deceaséd annuitant 
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that’ passés and not the capital from whith the 
annuity derives. Duty is therefore; payable- оп 


the actuarial value, for the remaining lives, of `; 
the annuity passing - and поё оп the ‘slice’ on’ 
which the annuity is based. ‘This question átosé · | 


in Re Duke: of Norfolk’s Will. Trusts, Public 
Trustee v. C.I.R. ([1950] 29 A. T.C. 7; 1 All E.R: 
664) and.it was pointed out that no benefit 
accrued to.the property on the death of each 
annuitant as it was still subject to: the. same 
сћагре. · бо long as the annuity is created as a 
single entity, the principle applies. Where the 
subsequent annuitant is the wife or husband of 
the previous annuitant there will be exemption 
from duty. It is most important to observe the 
difference between the case of an annuity ceasing 


. on death апа а fresh опе of equal amount com- 


mencing, and the case of one annuity only being 
created, continuing up to the death of the last 
annuitant. 


Valuation of Annuities 

For estate duty purposes an annuity may" be 
valued by reference to the values given in, the 
tables to the Succession Duty Act, 1855, which 
are on a 4 per cerit basis. Table 1 of the Act gives 
the value of an annuity of £100 per annum held 
on а single life. The following are some of the 
values in the table. 


Age Value 

£ s d. 
Birth . .. 1,892 8 6 
21  .. m ..  L7I9 17 0, 
40 ... T .. 1487 то 0^7 
BO: is ла x. o L242 19 6 
ба us pu Cc 972 CE 0 
70 .. T e 706990 
80 .. T ep 381 3 0 
9o .. " = 133 9 о 
95 .. 25 ‘a 64 11 о 


It is permissible to use other methods of valua- 
tion if reasonable and the Estate Duty Office 


-will permit the value of an annuity which ceases 


on the happening of some contingency, e.g. 
marriage, to be discounted. Due regard should 
be had to all contingencies that may arise. 

Where a life-tenant dies and the property 
producing the income is itself subject to a con- 
tinuing annuity, duty is payable on the property 
less the ‘slice’ required to produce the annuity. 
Should the annuity cease on the death of the 
life-tenant, however, the whole property would 
Бе: subject to duty. 

In Lambton’s Marriage Settlement, May and. 


„Another v. CIR. (1952)" the Court of Appeal 
.} 31 А.Т.С. зоо. 
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-reluctantly confirmed that the cesser of a wife’s 
annuity settled by the husband under a marriage. 
settlement and the creation of a new interest for 
‘her in the whole income of the settlement was a 
passing (on the death of the husband) of the 
‘slice’ producing the annuity.’ A husband settled 
funds ‘belonging to him for the joint lives of his 
wife and himself, the wife to receive an ‘annuity 
of £400, the husband the rest of the income; and 
in the event of death, the whole income was to 
go.to the survivor and then to the children 
absolutely. The husband died in 1949, being 
survived by his wife and two children, and duty 
was claimed on the whole. funds without gedug: 
tion for the wife’s annuity. 
The Court of Appeal approved the statement 
of Harman, J., in his judgment in 1951 that the 
‘widow is not by reason of her husband’s death the 
_ richer by the whole income of the settled fund. 
_ She is only richer by that income less £400 a year, 
which she already received out of the fund and will 
-continue to recetve. This, however, is of course 
. not conclusive. There can Ђе no doubt that in law 
· the £400 a year payable to her during the joint 
lives of herself and her husband ceased on his 


death, and that there has arisen a new interest in^ 


her, namely, a life interest (if she so long continue 
his widow) in the whole fund.’ (3o A.T.C. 374.) 


The learned judge stated that the interest of the 


husband in the £400 failed before it became ап. 


interest in possession; but in this case, the 
‘passing’ occurred apart from the failure of the 
husband's interest in the ‘slice’, 


‘What caused it to pass was the death of the 


husband which caused the determination of the 


wife's annuity and created i in her a new interest in 


the ни of the income.’ 


Joint Use ‘of Property 
A curious set of circumstances arises where two 
or more people have been left or given the right 
to use certain property or chattels for their joint 
lives and then over to the survivor, The result 
of this: arrangement is something of an anomaly 
in. that, as it is impracticable to establish what 
property passes to the successor (who continues 
to enjoy the user), no duty is leviable on the death 
although when the last’ person dies, the whole 
property passes, and duty will be chargeable 
Р оюу on the estate of the last person dying. 


Joint Property 
Another example of ‘limited’ interest arises where 
. there is joint property; . ‘this has already béen 
toüched upon above in the case of joint annuities. 
· The’ legal position is. that.on the death of one, the 
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.Whole. property vests in the survivors, and 


property so vesting is deemed to be included as 
property passing on the death: of the deceased, 


. and hence is subject to duty. 


Generally, if the deceased provided thé property 
concerned in the joint ownership, the whole is 


deemed to pass on his” death and the whole 


is dutiable. 

If the survivor sige ton TENE a part а 
to the entire exclusion of the deceased for more 
than five years, that part would be exempt, e.g. a 
joint occupation of a house would appear tó 
satisfy this test; in other cases the survivor.must 
receive and enjoy a share ој the income. Where, 


` ‘on the other hand, the joint owner did not provide 


any part of the property, the amount of duty 


. payable on his death will be calculatéd' in the 


same way as for an interest ceasing on his death. 

The position in practice is subject to some 
important qualifications. If. the husband. pur- 
chases property and conveys it to himself and his 
wife jointly, immediate benefit is presumed with 
equal rights in every respect. Hence if the 


"husband dies, duty is payable on half of the 


property, subject to the inter vivos rule. If the wife 
predeceases the husband, duty is payable by 


.her estate on half the property as she was com- 


petent to dispose of half, or her interest in half 
ceased. Unlike land, where personal property is 
concerned, the presumption is that the other 
party has only a contingent right to the income 
during the existence of the joint lives, so that 
when the husband dies the whole property is 
liable to duty, but when the wife dies none is 
payable, her interest having. failed before it 
became an interest in possession. 

` There may be evidence to show that the 
survivor, although not providing any of the pro- 
perty, was entitled to-a severable share of the 
income. In such cases, estate duty will be claimed 
on the death of the provider on that share in 
which he was beneficially interested (subject to 
the inter vivos rule). It will have to be shown that 
during the joint lives the survivor actually 
enjoyed the share of income as of right and quite 
distinct from the rights of the deceased. Banking 
accounts are treated as are other cases of personal 
property. In Marshall o. Crutwell ([1875] L.R. 
20 Eq. 328) there was a joint current account, 


‘either husband or wife being allowed to draw 


because of the husband's failing health. It was 
held that there was a resulting trust to the 
husband; the wife had no claim to anything in 


the account. 


(To be concluded.) 
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“RECEIVERSHIP 


- by R. G. LEACH, СВЕ. F.G.A. 


INTRODUCTION 


ECEIVERSHIP can take several forms, but I 
| propose to restrict my remarks to receivers 

appointed by virtue of the powers contained 
in a single debenture, since this is the type of receiver- 
ship-which arises most frequently in our profession. 
In the majority of cases such appointments are made 
by banks under debentures 
securing banking advances; 
it is comparatively rare 
these days for a receiver to 
be appointed in respect of 
debentures issued to the 
public and quoted on the 
stock exchange. 

If there is a trust deed 
securing an issue of deben- 
ture stock, then the trus- 
tees usually apply to the 
court for the appointment 
by the court of a receiver 
with powers of manage- 
ment. That is a separate 
topic and one with which I 
do not propose to deal. 

The appointment of a 
receiver is not now neces- 
sarily regarded as a death 
blow to a business. In 
many cases the receiver- 
ship enables the business 
to be reorganized and a 
reconstruction scheme to 
be presented. This is most 
satisfactory from the point 
of view of our profession. 
It is, of course, always easier to be destructive 
than constructive and a receiver may be tempted 
to close down a business and to repay the debenture- 
holders by realizing the assets piecemeal rather 
than incur the worry and possible risks of reorganiz- 
ing and carrying on the business. While it is 
obvious that the receiver must not take unneces- 
sary risks with the assets in his hands, I suggest 
that in most cases there is some part at least of 
the business which is worth preserving. The re- 
ceiver can often obtain the approval and support of 
both the debenture-holders and the unsecured 
creditors to a continuance of the business if the 
circumstances appear to justify that course, and in 
many instances close co-operation can also be main- 
tained with the directors of the company. If a recon- 
struction scheme is envisaged the shareholders must 
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also be brought into the picture. Where bankers are 
the debenture-holders it is their normal policy to 
encourage reconstruction and continuance, unless the 
trading position is really hopeless. 

I propose to divide my paper into the following 
main sections: 


A. The appointment of a T his status, powers 
and responsibilities. 

B. The receiver's rela- 

tionship with credi- 
tors, including pre- 
ferential creditors. 

C. The receiver's func- 

tions as manager. 

D. The termination of 

the receivership. ' 

E. Some legal còn- 

siderations. 

Before dealing with the 
receiver's activities from a 
technical point of view, I 
should like to say a further 
word about the practical or 
business aspects of an 
appointment. Years ago 
there used to be a feeling 
among some sections of the 
business community that 
accountants were unsuited 
to deal with business prob- 
lems and policy. Account- 
ants were regarded as 
narrow-minded, unimagi- 
native and unable'to make 
quick and firm decisions. 
Ithink that feeling has now 
virtually disappeared, although I recollect that 
during the debates on steel nationalization a certain 
politician thought he was inflicting a criticism 
on the steel industry by stating that it was largely 
run by accountants. His statement could equally 
have applied to many other industries and, in my 
view, have been equally unsound. 

Imagine that you have been, or are about to be, 
appointed receiver under a debenture giving a fixed 
and floating charge on assets. You must first consider 
the practical question *What should I do?' and then 
the legal question ‘Have І the power?’ How are you 
going to set about it? Are you going to carry on the 
business? Is it possible to reorganize the business and 
its capital structure? Will you endeavour to introduce 
new share capital leaving some interest for the 
existing shareholders so as to obtain their concurrence 
and come to some arrangement with the creditors, or ' 
should you endeavour to sell the undertaking as a 
going concern and abandon the legal entity of the 
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company? Even if none of these courses holds out any 
good prospects and even if it appears that ilie only 
course is to realize the assets piecemeal; it will- in 
„almost every case be profitable to carry on the busi- 
ness long enough to run down stocks and’ complete * 
work іп. progress. An abrupt cessation of the business 
generally means a disastrous realization of assets, 
particularly for stock and work in progress which 
must virtually be scrapped if the: business is dis- 
continued. 

The important factor is, of course, to have a general 
picture of the financial and trading position of the 
company. Fortunately the appointment of a receiver 
often follows upon a report by accountants as to the 
position of the business and this provides the receiver 
with a starting point. If in unusual circumstances the 
receiver has no previous knowledge of the business 

- he must carry on cautiously for a while until he can 
investigate the company's affairs and ascertain the 
up-to-date position. 

Assuming that, as is usual under the terms of the 
debenture, you have power to carry.on the business 
and that you are designated agent of the company, 
you would have to consider your course of action as if 
you were a newly appointed sole director with the 
special powers and obligations contained in the deben- ` 
ture and subject to the relevant sections of the Com- 
- panies Act, which are referred to later. 


A. THE APPOINTMENT, STATUS, POWERS 
AND RESPONSIBILITIES OF A RECEIVER 


The main points under this heading -can perhaps 
conveniently be dealt with by means of quema and 
answer. 


^ 1. What is the Status of the Receiver ? 


'The receiver is normally agent of the company by 
virtue of the terms of the debenture. If, as is usual, 
the debenture gives him power to carry on the busi- 
ness he can do so without being specifically appointed 
manager. His powers supersede those of the directors 
so far as the management of the business is concerned. 
The assets do not vest in the receiver, that is to say 
that there is no change in legal ownership or title, but. 
the receiver takes possession of the assets covered by 
the charge and deals with them E to his 
powers and responsibilities. 


2. How is the Receiver Пева 2 


In most cases the receiver is appointed out of court 
by the debenture-holder (usually, but not necessarily, 
by deed) on the happening of one or more of the 
events specified in the debenture. This document 
(the appointment) is the réceiver's authority to act, 
which can be produced, with the debenture attached, 
as evidence of capacity when necessary, such as on the 
conveyance of property. 
Under wartime legislation in the form. of the Courts’ 
· (Emergency Powers) Act, 1943, it was not possible to 
appoint a receiver without the prior.corisent of the 
court, but this now no longer applies. ' 
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Debentures issued to banks usually contain 


provisions. enabling a receiver to be appointed 


immediately áfter demand has been made under the 
debenture and the company makes default in comply- 
ing therewith. Other types of debentures frequently 
contain clauses setting out the events on the happen- 
ing of which a receiver may be appointed. The normal 
procedure, therefore, is for the bank to demand 
repayment formally and then' appoint a receiver if 
repayment is not. made. 


3. What Immediate Steps should a Receiver 
^ Take? 


As I have mentioned, it often happens that the 


receiver-has investigated the affairs of the company 


prior to his appointment, in which саве ће has already 
had the opportunity of becoming acquainted with the 
affairs of the business. This is most helpful in the 
sense that he is not suddenly confronted with opera- 
tional problems which are entirely strange to him and 
it also enables him tó deal with the first decision which 


Һе may have to take after his appointment, namely, 


whether the assets not covered by the fixed charge 
(ie. those covered by the floating charge) are fully 

sufficient to cover the preferential creditors. The first 
payments to be made by a receiver are normally wages 


_ and-salaries, and those due on his appointment аге 
probably preferential and can be paid with safety. If, 


however, there may possibly be an insufficiency of 
assets charged by- the floating charge to cover the 
preferential creditors — and these may be substantial – 
the receiver must be extremely careful in making non- 


preferential trading payments out of the assets in his 


hands. Preferential creditors rank in priority to the 
debenture-holder against amounts not covered by a 


· _ fixed charge (I refer later to the definition of a fixed 
- charge), and in extreme cases the receiver may have 


to ask the debenture-holder for an indemnity as 
regards preferential creditors before he continues to 
trade. If a receiver décides to carry on the business, 


-and ultimately does so at a loss, then to the extent 


to which he uses up stock and other assets which 
would otherwise havé been available for the preferen- 
tial creditors he may well be personally liable. 

The newly-appointed receiver should also instruct 
a solicitor (probably the debenture-holder's solicitor) 
to act for him in the receivership and may request the 
solicitor to confirm immediately that the debenture is 
valid in all respects. This is usually a formality, since 
the solicitor acting for the bank will have ensured that 
the debenture is valid before making the appoint- 
ment. The receiver may be regarded as a trespasser 
and personally liable for conversion of any assets of 
which he disposed if the debenture is unsound; as, 
for instance, if the floating charge should turn out to 
be invalid under Section 322 of the Companies Act, 
1948, by reason of it being created within twelve 
months of the winding-up of the company, unless the 
company was solvent at that time, and éxcept as 
regards any cash paid to the company at that time or 
sabsequeuty, But. this provision only applies if the 
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company goes into liquidation and ‘the liquidator is 
successful-in getting the court to declare the. floating 
charge invalid. eee ae 

‘The first week following: the appointment of a 
receiver is the most important arid strenuous and it is 
advisable to have prepared, if possible, a programme 
of matters requiring instant action on the appoint- 
ment. Otherwise, with the receiver and his staff 
besieged- with inquires-and problems, some vital 
point may be overlooked. Some of the things which 
the receiver has to do immediately, and certainly as 
soon as possible, are as follows: Rt cs 

(i) He must notify the company (under Section 
372) of his appointment; the formal notice should be 
delivered to the head office and notice also sent to all 
branches, stores and depots of the company. 

(ii) He should see that the person appointing him 
has filed notice of his appointment with the registrar 
(under Section 102). 

(iii) He must ensure that every invoice, order or 
letter contains a statement that a receiver has been 
appointed. 

(iv) A bank account should be opened in the name 
of ‘John Smith, Receiver for X. Ltd’, into which all 
receipts will be paid and provision made for cheques 
on this account to be signed 'for and on behalf of X. 
Ltd, John Smith, Receiver (and Manager)'. To this 
account must be transferred any credit balances of 
the company, except in the case of the debenture- 
holders being the company's bankers, when they will 
claim а set-off. — 

(v) The company (i.e. the directors) are responsible 
for preparing and delivering to the receiver appointed 
under a debenture creating a floating charge within 
fourteen days of receipt of notice'of his appointment 
(or.such longer time as the receiver may allow) a 
statement of affairs as at the date of his appointment 
(Section 372), but since the staff come under the 
receiver's control, he must in practice see that this 
work is put in hand for the directors. The receiver has, 
within two months after the receipt of the document, 
to send a copy to the registrar of companies with his 
comments. He has to send to the registrar also a 
summary of the statement and his comments, a 
copy of his comments to the company and a copy of 
the summary to any trustee for the debenture-holders 
and, so far as he knows their addresses, to the deben- 
ture-holders. : 

In practice the statement of affairs is often prepared 
by the receiver with the collaboration and approval 
of the directors and the receiver is normally consulted 
as to the estimated realizable values placed on the 
assets. 

(vi) He must consider the advisability of making a 
statement to creditors and customers in regard to the 
continuance of the business, designed to preserve, 
as far as possible, the goodwill of the company and to 
prevent the business from coming to a standstill. 

(vii) A formal notice should be sent to all creditors 
advising them of his appointment and that all un- 
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fulfilled orders Тог. 20048 given by the company must 
be regarded as cancelled unless-revalidated by or on 
behalf of the receiver. A receiver may in this notice 
wish to impose some limit on his personal liability іп. 
respect of new orders, but this is generally undesir- 
able since the receiver should not engage himself in 
any commitment which he is not certain of meeting 
out of the assets likely to come into-his hands. · 

(viii) Instructions should be given to the staff that 
no goods must be accepted and no liabilities incurred 
except against the receiver’s order. It is important to 
ensure that this instruction reaches everyone in the 
company’s employ who is likely in any circumstances 
to be in a position to accept delivery of goods. Failure 
to do this may possibly result in the receiver becoming 
liable to pay for goods originally ordered to fulfil a 
contract which the receiver had decided to abandon 
and which, therefore, might be of no use. 

It should not be assumed from the foregoing that 
the acceptance of goods necessarily implies that the 
receiver is liable. The position is complicated. For 
instance, if the property in the goods passed to the 
company before the appointment of the receiver, 
even though the goods were not delivered until 
afterwards, it may well be that the receiver can retain 
the goods without payment and leave the supplier to 
rank as an unsecured creditor. If this was not the case 
and the goods delivered are not required by the 
receiver, he may offer to return the goods to the 
supplier. If, however, the goods are designed for a 
special purpose, such as castings, the supplier will 
probably not wish to take them back. 

(ix) All senior members of the staff must be in- 
structed on the change in emphasis which must be 
borne in mind in conducting the business; in parti- 
cular, they must be instructed that they must not 
enter into any commitments without the consent of 
the receiver. Any commitments which they enter into 
they do so as servant of the receiver, and the receiver 
may become personally liable therefor. 

The change in emphasis which I have just men- 
tioned arises particularly from the cash aspect of a 
receivership. The receiver is entitled to discard 
unprofitable contracts, and it must be borne in mind 
that the question of whether a contract is profitable 
must primarily be judged, not from the point of view 
of costing, but from the cash aspect. The primary 
question as to whether a contract should be continued 
is whether the amount of money to be spent in ful- 
filling the contract will be more or less than the 
amount of money to be received on completion, after 
taking into account the scrap value of the work in 
progress. He should not continue with any long-term 
contract unless there is good reason to believe he can 
complete it; otherwise in certain circumstances he 
might be liable for damages for non-completion. 

(x) The receiver must take charge of all movable 
assets and ensure their immediate realization or safe 
custody. 5 

(xi) Notice should always ђе given immediately 
after the receiver’s appointment to all members of the 





staff that their contract of employment is terminated 
and that they are. offered re-engagement on the basis 
of a week's, or possibly a month's, notice. This notice 
should be, given to all personnel other than weekly 
' workers, including executive directors. It is important 
that this:notice should be given as, in its absence, it 
might conceivably be contended that the receiver had 
adopted existing arrangements and thus become 
liable for compensation for loss of office or payment in 
lieu of notice in the event of the individual's services 
being dispensed with at a later date. If he wishes to 
have the benefit of managerial assistance from the 
company’s directors, he should agree with them а 
basis.of remuneration. 

(xii) No goods should be despatched to any person 
who may be in a position to claim a set-off against a 
pre-receivership debt until his agreement to pay. cash 
has been obtained. This is often difficult to achieve in 
practice, but steps must -be taken to bring to the 
notice of those in charge of despatch the names of 
persons who are likely to have counter-claims, and 
where there is any possibility of this, cash should be 
obtained in advance before the goods are despatched 
or an undertaking not to claim an offset obtained. 

(xiii) Notice should be given immediately to the 
company’s insurers of the receiver’s appointment. 
The receiver is entitled to take over unexpired policies 
and it is not usually desirable to cancel existing 
policies, and take out new policies, es there will 
usually be unexpired premiums which can be utilized 
by the receiver and the time factor is relevant. At the 
same time, it is important to conduct a rapid review of 
the company’s insurances in order to make sure that 
proper insurance cover is carried. 

(xiv) Finally, an adequate system must be set up 
so that the receiver can exercise an effective control 
of the business. He must obtain a list of the staff, 
ascertaining their existing powers and duties, modi- 
fying these as may seem to him appropriate, dis- 
charging the staff he does not require to employ and 
instituting systems of report so that all proposed 
decisions of tmportance are first referred to him and 
so that the extent of the authority of officials is clearly 
understood by them. 

(xv) Formal notice of the receiver's appointment 
should be given to tenants and debtors other than 
those customers to whom an explanatory notice is 
given in accordance with the suggestion referred to 
later. 

'The notice to creditors already mentioned will 
help to reduce the volume of inquiries which is 
normally experienced. The position of unsecured 
creditors generally is referred to later, but it should 
be mentioned that a general notice to suppliers, given 
at the beginning of the receivership, helps the 
receiver to the. extent that, although he is not, of 
course, concerned . with: ordinary pre-receivership 
debts, normal monthly credit terms may be established 
for the supply of goods needed for carrying on the 
business. Suppliers normally welcome the receiver's 
orders, but a few, if they think they have a monopoly 
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of supply, may tty to insist on payment of all out: 
standing balances before recommencing deliveries. 
This shiould:not be permitted as it virtually amounts 
to preferring.an tnsecured creditor. | 


4. What Special Accounting Procedures аге 
Necessary ? 


The ordinary records of the company continue, since 
all the receiver’s transactions are carried out'in the 
name of the company if, as is usual, the debenture 
prescribes that.he is to be the agent of the company. 
Bought ledger accounts should, however, ђе :closed 
and new accounts opened for each supplier; this 
enables the ‘frozen’ liabilities to be distinguished | 
clearly from receivership - liabilities. Theoretically 
there is no need to open new accounts in the sales 
ledger but in practice it will generally be found con- 
venient to open new accounts and set up a separate 
control account for. transactions following the re- 
ceiver's Ронин . 


5. To Whom is the Receiver Responsible ? 


Assuming that under thé debenture the receiver is the 
agent of the company, the general law of agency 
normally applies.. He is in very. much the same posi: 
tion as a'sole'director would be in relation to any 
company transáction (but not, of course, in relation 
to the statutory functions ' of directors) with the 
fundamental difference that, under Section 369 of the 
Companies Act; he is personally liable on any contract 
into which he enters unless the contract otherwise 
provides, subject to the restrictions contained in that 
section and to-a right of indemnity out of the assets 
coming into his.hands. It should not be overlooked 
that if the company goes into liquidation, then even if 
the debenture provides that he is to be the agent of 
the company, that agency immediately ceases and he 
automatically becomes:a principal. 

The receiver is accountable to the company for any 
balance-in his hands after repayment of amounts due 
under the debenture – or to a liquidator if one is 
appointed. A liquidator can examine the validity of 
the receiver's dealings and he may scrutinize the 
receiver's transactions. to ‘satisfy himself and the 
creditors that the estate has not been adversely affected 
by invalid or unsound transactions of the receiver, 
though if the receiver has acted within the scope of 
his authority his acts cannot be effectively challenged 
by a liquidator. For instance, a receiver who pays one 
unsecured creditor in full without proper reason may 
have prejudiced the amount of dividend payable to 
all other similar creditors. The sale of assets at what 
may be considered unnecessarily low prices may have 
a similar result. In the absence of fraud, however, the 
liquidator may criticize a sale by the receiver but 
cannot challenge it. The receiver may renounce one 
of the company's contracts with the consequence that 
a large claim for damages arises against the company 
and thus increases the volume of unsecured creditors’ 
claims. In this case again, the receiver must have 
regard to his prime duty, which is that of repaying 
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the debenture-holder and the preferential creditors, 
if-any. If in.the process he prejudicially affects the 
unsecured creditors, no liability rests upon him 
provided. that he acts in good faith and within the 
powers-vested in him. 

From the point of view of his professional reputa- 
tion, however, any criticism is obviously highly 
undesirable and in all his transactions the receiver 
should consider whether his acts are likely to be 
regarded as unnecessarily detrimental to the un- 
secured creditors and shareholders, but he must at 
all times act as; his prime duty requires. 


B. RELATIONSHIP WITH CREDITORS 
INCLUDING PREFERENTIAL CREDITORS 


. 1. Unsecured Creditors Generally 


Despite the ‘fact that а receiver.is not directly con- 
cerned with unsecured creditors, the latter are 
frequently the. parties most affected by the success, 
or otherwise, of the receiver’s operations. His appoint- 
ment is often made before the value of the company’s 
assets has been reduced below the amount outstanding 
under the debenture, and from the outset it may ap- 
pear clear that there "will be a balance of assets avail- 
able for the unsecured -creditors and even perhaps 
for the shareholders, but it.should be remembered 
that a receiver is not a liquidator. His prime duty is 
only to realize sufficient to pay off his debenture- 
holder and to discharge (so far-as there are available 
assets) the preferential creditors. 

The receiver is, however, sometimes placed in the 
position that the debenture-holder for whom he is 
acting is the one party who is not likely to be ulti- 
mately affected by his acts, since sufficient is likely 
to be realized to repay the debenture in full. In view 
of this important factor, I have from experience found 
it advisable to set up some form of representation for 
thé unsecured creditors, and in some cases the share- 
holders, even though it is recognized that such 
representation is informal and has no statutory or 
contractual basis and can in no way control the 
receiver. 

As soon as an approximate statement of affairs is 
available, an informal meeting of creditors can be 
called to inform them of the position. In particular, 
creditors can be advised whether the receiver is 
continuing the business and what prospects exist of 
reconstruction. If the receiver is continuing the busi- 


ness it is most useful to have this contact with credi- · 


tors whose co-operation may be required for the 
delivery of goods in short supply or partly finished 
goods. The creditors at this meeting may be invited 
to appoint an informal committee of maybe three to 
five of the principal creditors so that the receiver can 
consult with them as and when necessary. Where a 
reconstruction: scheme is likely, an informal com- 
mittee of shareholders may also be appointed in. a 
similar manner. 

What the creditors:are really asked to do in cir- 
cumstances where.a reconstruction appears possible 
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is to allow a state of moratorium to continue during 
the receivership on the grounds that their position, 
if not already hopeless, would be worsened on a 
forced sale of the assets. If one of their number should 


break the moratorium and obtain judgment for his ` 


debt, he cannot levy execution against the assets 
covered by the charge but he can petition for com- 
pulsory winding-up of the company. If a winding-up 
order is made, the power of the company to carry on 
business ceases from the commencement of the wind- 
ing-up (except so far as may be necessary for a 
beneficial winding-up) and the receiver ceases to be 
the agent of the company. He is not the agent of the 
debenture-holders, and if he continues to carry on 
business (as he may) he will be personally liable on all 
contracts made by him – quite apart from personal 
liabilities which may attach to him under Section 
369 of the Companies Act. Compulsory or voluntary 
winding-up obviously reduces the possibility of 
carrying through a reconstruction scheme, although 
legally this is still feasible under the provisions of 
Section 206 of the Companies Act. 

Individual creditors are, in practice, inclined to 
pester the company’s staff and the receiver with 
inquiries regarding their outstanding accounts. This 
is natural enough and although in the main the 
receiver is not concerned with the claims of unsecured 
creditors, there are certain creditors who are in a 
privileged position. I will deal later with preferential 
creditors and refer now to certain other creditors who 
are in a special position. 


2. Creditors who are in a Special Position 


(2) Landlords 

Landlords are entitled to terminate leases unless all 
arrears of rent are paid and there are no breaches of 
covenant. Although the receiver is not a party to the 
lease and, therefore, not personally liable, he will have 
to pay the rent, with arrears, and perform the 
obligations of the lease if he wishes to continue in 
occupation. If he considers it advantageous to aban- 
don the property and its contents, then he need not 
pay any rent. 

(ii) Public Services | 

Another class of special creditor consists of public 
services such as gas, electricity, water and telephones; 
these suppliers can in practice usually withhold 
further supplies unless their arrears are paid, but 
there may be exceptions. These are not preferential 
creditors and each case requires careful consideration 
by reference to any specific contracts and the par- 
ticular statues under which the public supply 
services derive their franchise. In broad outline, if 
the supply company is obliged by law to supply any- 
one who demands a supply, I am legally advised that 
the receiver can be regarded as a new occupier 
(although he is the agent of the company), and can in 


theory request a supply and thus refuse to pay the . 


arrears. If he is successful thus far, there is the prac- 


tical disadvantage that the supply company may have 
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been. 'supplying under a contract advantageous to the 
company, whereas as а new consumer the receiver 
may have to pay the maximum terms which. the 


- supply company are entitled to demand under their 


statute and bind himself personally for a period of 
years. There might also be a gap in the continuity of 
supply.which would have prejudicial results. Often, 
therefore, the receiver finds that the only: practical 


| course is to pay the arrears. 


(iii) Lien 

А игд. class of special соба are those holding 
liens. The usual forms of agreement used by British 
Railways contain clauses conferring a general lien on 
goods in their- possession for charges. This lien for 
unpaid carriage charges does not apply to goods which 
they hold in storage as paid bailees. The receiver will 
have to pay the arrears if the goods over which an 
effective lien is exercised have a value in excess of the 
arrears. 

(zv) Rates 

With regard to arrears of rates, I understand that a 
receiver appointed under hand is a riew occupier and, 


therefore, not liable to pay arreárs of rates, except so ` 


far as these are preferential: 


(v) Solicitors 
Solicitors, also, sometimes exert a lien on deeds and 
papers in their hands for their charges. 


(vi) Set-off 

There are also ordinary edito who have a right of 
set-off. The receiver must accept this right if, for 
instance, the company has supplied goods to a 
customer to whom the company is, or becomes, 
indebted. The receiver takes possession of the debt 
due from the customer subject to the customer's 
right of set-off, provided there is mutuality, but the 
right to set-off must arise before the receiver is 
appointed. Even so, if after his appointment a 
receiver, acting as agent of the company, unwittingly 
supplies goods to a pre-receivership creditor, without 


· previously stipulating that there shall be no right of 


set-off, he might not be able to resist a claim for set- 
off. He should, therefore, when circularizing creditors 
on his appointment, make it clear that whereas future 
supplies will be paid for on normal credit terms, any 
future services. or goods provided by the company 
cannot be dealt with by contra account against any 
amount due to the company. Even so, a creditor 
might claim that a general statement of this nature 
was insufficient notice, unless it had been drawn to 
his attention specifically at the time of order. 


3. Preferential Creditors - 
I have left until: now the question of preferential 
creditors. This is; of course, the one class of pre- 
receivership creditor with which.the receiver is very 
definitely concerned, I should emphasize that assets 


* covered by a fixed charge, normally land, buildings 


and fixed plant, are not subject to a prior claim by 
preferential creditors. T refer later to the terms 'fixed' 
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and ‘floating’. dap in dealing with legal: con- 
siderations. 

I do not propose. to 87. in. detail. to аа 
creditors as the provisions are for the most part (with 
the exception of advances for wages and salaries) the 
same for bankruptcy and liquidation, and the position 
of a receiver is clearly set out in Sections 94 and.319 
of the Companies, Act. Preferential creditors include 
wages and salaries for four months before the relevant 
date but limited to £200 per claimant, accrued holiday 
remuneration and one year’s assessed rates and taxes, 
including purchase tax, and now, by the new Finance 
Act, P.A.Y.E. 

_ I will, however, deal with certain facto Sidi 
arise in connexion with a bank's preferential claim, 
which is a normal feature of receiverships. Even if 
the receiver is appointed by the bank, the latter will 
wish to establish any preferential claim to which it is 
entitled in case the assets covered by the floating 
charge prove insufficient to pay all the preferential 
claims and the bank in full. You will be aware of the 
provisions of Section 319 (4) under which anyone 
who advances money for the purpose of paying wages 
and salaries, or accrued holiday remuneration, of any 
employee is a preferential creditor to the extent that 
the preferential claims of the employees are diminished 
by payments out of such advances. Where a company 
is in financial difficulties prior to the appointment of a 
receiver a bank will often insist on opening:a separate 
banking account to which all advances for the pay- 
ment of wages and salaries will be debited, so.as to' 
avoid the operation of the rule. in Clayton’s case. This 
has caused a predisposition for the belief that, unless 
a separate account is opened, advances for the pay- 
ment of wages by a bank are not preferential. This is- 
not, in fact, the case; provided that the bank can prove, 
regardless of the account to which the cheque -has 
been debited, that they knew when the particular. 
cheque was cashed that it was for the payment of 
wages and salaries and made the advance for that 
purpose. 'T'his they may have known from the course 
of business because the same employee or employees 
called to cash the cheque or because a cheque was 


‘always made out each week on a certain basis, or 


because the cheques were drawn 'pay wages', or 
were cashed at another branch under a credit opened 
for the purpose of paying wages. The bank is, there- 
fore, at liberty to go over the pass-book for the past 
four months prior to the appointment of the receiver, 
picking out all cheques which they knew were for 
wages or for salaries and, dependent upon the facts of 
the case, can claim preference. The receiver must, 
however, deduct from the total of such cheques that 
part which was used for the' payment of national ' 
insurance employer's contribution and any sums for 
expenses, petty cash, etc. He must also see that the 
maximum of £200 for any one employee is not ex- 
ceeded; this may apply in quite a number of cases, 
especially where the employee is himself presenting a 
claim, such as for arrears of commission over the 
relevant: four months. analy the receiver must 
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ensure.that the.cheque in fact constituted an advance 
which has not been repaid. For this purpose the rule 
in Clayton’s case is applied, unless a separate.account 
has been opened, and if the overdraft at the appoint- 
ment of the receiver is, say, £100,000, only such ad- 
vances as are included in the last £100,000 of pay- 
ments during the four months will rank for this pur- 
pose. 

Other points to note are: 

a) The Finance Act, 1952, restores the Crown’s 
preferential right to recover unpaid Р.А:Ү.Е. 
deductions for the previous twelve months 
under Section 319. You will remember that the 

` regulations which had previously been enforced 
in this connexion were found to be ultra vires 
and were rescinded by S.I. No. 836 (3) of 1951. 

. (ii) Directors are not referred to in Section 319 
. and any fees or remuneration owing to them 
are not preferential. 


с. "THE RECEIVER’S FUNCTIONS AS 
MANAGER 


At the commencement of the receivership the receiver 
‘must deal energetically with the problem of eliminat- 
ing unprofitable activities and must decide which 
‘departments or factories of the business are to be 
closed: and which are to continue, either temporarily 
or permanently and which contracts should be 
"discarded. 

‘A receiver should set a high standard of adminis- 
REN efficiency in conducting the -affairs of the 
‘company. All correspondence should be dealt with 
promptly – if possible by return of post – and wherever 
possible a definite decision should be made. This 
helps to create at once a feeling of confidence in 
suppliers and customers which 'is so important in 
anaintaining or improving the goodwill of the busi- 
‘ness. Nothing is so bad for business as uncertainty. 
Receivership obviously creates the maximum feeling 
of uncertainty and unrest both in the minds of those 
dealing with the business and of those employed in it. 
Prompt decisions and firm action by the receiver can 
do a great deal to dispel these fears and apprehensions. 

It may: be necessary to negotiate with creditors 
who, as sub-contractors, have work partly completed, 
in order to ascertain the terms on which they are 
prepared to continue with the contract. A statement 
should be prepared of the extent to which work has 
been performed and the amount outstanding. Credi- 
tors in such circumstances are often favourably 
‘placed, being in a position to refuse to complete a 
contract unless they are paid, not only for the work 
‘carried out after the appointment of the receiver, but 
also for the amounts ‘already. due for which ‘they 
‘would otherwise rank only as unsecured creditors. In 
‘some cases the receiver is unable to find any other 
person competent to complete the work. If the 
receiver is accordingly in a position in which he has to 
icomply-with the creditors’ conditions, he must 
cobviouslyrcount the cost of paying up the arrears as 
раге ofsthe:cash cost'of the contract. All these con- 
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tingencies must be taken into account before the 
receiver decides whether to continue a contract. The 
dominating factor is to obtain the maximum cash 
benefit. 


A receiver must not take unnecessary risks. This is 


a legal dictum, but the common sense of the instruc- 
tion is obvious. If he enters into a contract with a 
strong element of risk, any profit which may be made 


falls into the estate, whereas if a loss is made and а | 


liquidator or some other person can show that he 
entered into the commitment carelessly or recklessly, 
the receiver will lay himself open to criticism. 

It is the receiver's function to realize the assets to 
the best advantage primarily for the debenture- 
holder and the preferential creditors; the possibility 
of effecting a scheme of reconstruction, while. emi- 
nently desirable if justified by the facts, should not 
lead the receiver into taking undue risks in order to 
preserve the goodwill. Carrying on the business must 
be incidental to realization. 

The receiver must, in his own interests, take steps 
to ensure compliance by officials of the company with 
government regulations, including fuel regulations, 
building. regulations, food regulations in canteens, 
purchase tax and Р.А.Ү.Е. Default by officials may 
result in the receiver incurring personal liability. | 

Steps should be taken to ascertain whether any of 
the plant or machinery in the company’s premises 
belongs to a government department or is on hire- 
purchase, particularly if sale is contemplated. It is 
frequently the case that machinery has been acquired 
either during the war or under the rearmament pro- 
gramme by some form of hire-purchase or loan agree- 
ment and considerable difficulty is often entailed in 
deciding whether such machinery belongs to the 
company or to the government department concerned. 
It can happen that the debenture-holder can, and 
frequently does; claim under his debenture any 
machinery which is fixed or is screwed down (and 
thus forms part of the mortgaged real property) 
whether the machinery belongs to the government or 
is on hire-purchase. The matter is extremely complex 
and legal advice should be sought in each case. 

''he company may have on its premises property 
belonging to customers, for example, patterns, 
templates, drawings, etc. The customers should be 
informed that such property is held by the company 
at their risk. The customer can then move his pro- 
perty or leave it there.at his discretion or risk. In the 
case of a foundry, if the receiver uses customer's 
patterns during his period of trading, he will incur 
liability to return the patterns to the customer in 
good condition, or at least with no deterioration as 
the result of their use in his trading activities. 

"А special position arises in regard to assets in 
Scotland owing to the fact that floating charges are 
not recognized under Scottish law and that the 
landlord has a very strong legal position – and can 


distrain for rent payable in advance as well as for arrears.’ 


- With E to Patel a receiver should ascertain 
whether: .. 3 


= 
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AT LONGBRIDGE, the great Austin 
Motor Company is now turning out 
well over 3,000 cars every. week——the 
greater proportion for export. 

This ‘phenomenal production rate 
owes much to the output from the new 
Car Assembly Building, which houses 
the most modern assembly lines in the 
world. я 

Austin’s full production programme, 
however, has thrown new burdens on 
office departments, where the pay- 
packets for nearly 20,000 workers— 
and all that additional information on 
P.A.Y.E. operation, needed by Governi- 
ment and Tax Authorities—have to 
be prepared every week. 

Could office production be stepped 
up and streamlined, too? Austin’s 
thought so, and called in Burroughs to 
help. After investigation, Burroughs 
suggested the installation of their 
Class 30 machines to handle all Pay- 
roll problems, and, just about the time 
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the new Austin assembly plant was 
ready, these machines went into 
operation. 

Result : The Austin Payroll can now 
be prepared, and payslips issued, as 
fast and as smoothly as car-assembly 
in the shops. The workers are paid 
from one unit of 14 machines— less 
than half the number of machines pre- 
viously employed. 

Every worker gets a concise, fully- 
informative payslip which tells him 
exactly where he stands, and how his 
pay is made up. 

These machines also produce prompt 
figure facts, which include the main 
Cost Analysis, and up-to-date Tax and 
Earnings Records that provide im- 
mediate answers to tax queries. 

What about you? If your business 
could benefit from faster figuring, call 








A new assembly line enabled Austin’s to 
turn our over 3,000 cars a week. . .. 
How many machines did they need to 
turn out nearly 20,000 pay-packets? 
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More cars for export, more figure-work —faster 


modern record-keeping machines: 
Adding, Calculating, Accounting, Bill- 
ing and Statistical Machines, and 
Microfilm Equipment. 

Call Burroughs foday. Sales and 
Service offices in principal cities round 
the world. Burroughs Adding Machine 
Limited, Avon House, 356-366 Oxford 
Street, London, W.1. 


in Burroughs. They can offer advice on. fs: > 


all the latest systems, for Burroughs 
make the world’s broadest line of 


For expert advice on business figures 


вш т Burroughs; 








Photographed here is Miss Madge 
Tomlinson, of the Burroughs Installation 
staff, who instructed the Austin operators 
in the use ‘of the Burroughs Class 30 
machines on Payroll work, and helped to 
solve the Case of the Extra Austins. 
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in 12 си. ft. 
of space 








LL OOM hrs К . ЧУВАНИ ИРАК АССР САНС 
& 


. :. AND THIS 


With 200 filing-cabinets (say) 
you'll lose about 1200 sq. ft. of 
office space. Cost to you in 
rent per annum? £1200... 





NOW, MORE THAN EVER, space is money. The storage of all the documents any 
organization must keep, and keep safely, cats up expensive office space. The old system of 
storage — in filing cabinets and, at a later stage, in vulnerable and inaccessible transfer 
boxes — costs too much in money and staff-time: um . 

The alternative? A// the information held in your records protected and secured on neat 
rolls of non-inflammable microfilm stored in less than 1/100th of your present filing space. 
‘Always accessible, always ready for reference or reproduction. Р 

The three units which make up Burroughs Microfilming Equipment — the Recorder, 
Reader, and Automatic Processor — give you a complete, money-saving filing system that 
meets today’s needs for faster; simpler record control. Remember, too, with all Burroughs 
“equipment comes Burroughs Service — on call always for supplies and service; ensuring | 

' the continuous efficiency of any installation. Е 

Call Burroughs about microfilming now. Burroughs Adding -Machine Limited, Avon ; 

House, 356-366 Oxford Street, London, W.1. Sales and Service offices in principal cities. 


BURROUGHS MICROFILMING KEEPS YOUR RECORDS IN A NUTSHELL 





cau. н Burroughs 


EE 
: vie od 
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1 spool of microfilm 


Pec im 


. +. AND THIS 


All the information from those 
200 filing-cabinets in a space 
36” x 103" x 163”. Saving? 







NEVER BEFORE 
SUCH EASE 
AND SPEED 


7 






of film. 


Burroughs operate a speedy Process- 
_ ing Service for all microfilm’ work, 
"but the Automatic Processor ‘is 
available to clients who wish to 
process their own film 





The three units which make up Burroughs Microfilm Equip- 
ment — the Recorder, Reader, and Automatic Processor — 
give you a complete filing system for handling all your 
records. In operation, the Recorder (shown on the left) can 
photograph documents, back and front simultaneously, 
or one side only, as desired. Suitable documents can be 
fed automatically at speeds of up to 400 per minute. 
Over 20,000 clock cards can be put on a single roll 


XI 














Moe TALL LITER EHE 






The Reader (above) gives bright, clear original- 
size images that can be easily read even in a 
well-lit office. No photographic skill is required, 
nor the use of a dark room, to make prints of 


- any image, either original size, larger, or smaller. 
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hats off to no one 


"Enough of this modesty, this cult of the understatement, 
this hiding of our lights under bushels, this unwillingness to come 
right out with it and say that we are good. So here goes. We 
are good. And the reason for this unwonted effusion of self-pride? We 

have produced a thoroughly good portable typewriter, cleanly 

made, precise in working, strong yet light enough for you to run for 

a train while carrying it. It’s called the Good Companion and it’s 

a peach of a machine. But it’s not simply the goodness of the machine 
2 itself that makes us so proud; it’s the fact that we can.produce such an 
B • . unreasonably good portable typewriter for such a reasonable price. 
eImperial о а d d 


Prices from £22.10.0 
IMPERIAL TYPEWRITER COMPANY LTD x Sere ee T ESE 
" “све 
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"f 1) Any patented processes are used under licence. 
by the company: in connexion with.its business. 
If there are any, care must be takén to ensure 
that the terms of the licence are-complied with 
and that there are no arrears of royalty out- 

~ standing. 

. (2) Any of the company's machines were manu- 
factured under licence or are likely to infringe 


E the patents of a third party. If so, the receiver, 


if he seeks to sell them, may find himself in- 
volved in a patent lawsuit ~ which i is apt to be 
a lengthy and extremely expensive affair. In 
some cases the receiver might become personally 
liable for infringement of patent. 


_ Much of the receiver's time during the course of 
the receivership will be engaged in negotiations for the 
disposal of non-essential assets which do not.form 
part of the continuing business, if any. Care must be 
taken always to have evidence that the best possible 
price has been obtained. Receivers accordingly often 
prefer to sell by auction or by tender wherever 
possible. One advantage of a sale of property by * 
auction is that the purchaser buys on the basis of a 
contract incorporated in the auction particulars and 
pays a deposit. Where property is sold by private 
treaty it may be months before a contract for sale is 
signed and in the meantime the proposed purchaser is 
not bound. A sale by tender often produces more 
than an auction, since the potential purchasers nor- 
mally have no guide as to the highest price likely to 
be paid , by a competitor. A sale by tender is also 
inexpensive. 

Reference must be made to the borrowing powers of 
a receiver. It may be necessary to borrow in the early 
stages of a receivership, and the question arises as to 


whether or not the receiver can borrow money and 


charge the company’s assets in priority to the deben- 
tures. Many forms of debenture expressly state. that 
the receiver has power to carry on the business of the 
company and for that purpose to raise money on the 
property charged in priority to the debentures or 
otherwise. In any event it would-not be wise for a 
receiver to attempt to charge the company’s assets in 
priority to the debentures without the consent of the 


“debenture-holders, but he can do so if he wishes. 


Where the debenture-holder is a bank, all that is 
necessary, from a practical point of view, is for the 
bank to grant temporary overdraft facilities, but if it 
does it will usually be on terms that the receiver is 
personally liable. 

. What should: be the receiver’s attitude to the direc- 
tors of the company while he is carrying on the 
‘business? The directors’ powers are suspended as 
regards the management of the business, but their 
statutory obligations to convene meetings of share- 
holders, deal with share transfers and so on, continue. 

If the receiver calls on directors to render services 
in connexion with the management of the business, 


he should make a special arrangement with терага о 


remuneration for such services. The remuneration of a 
diréctor qua director is another matter; if the direc- 
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tors are voted remuneration: qua directors by the 
members before or after the receiver's appointment, 
or are entitled to fees under the company’s анавы 
this is no concern of the receiver. 


D. THE. TERMINATION OF THE 
. RECEIVERSHIP 


Although the duty of a receiver is to repay the deben- 
ture-holder, he will probably feel the greatest satis- 
faction if the business has been reorganized and the 
capital reconstructed on a basis which is acceptable to 
all concerned. In this connexion, although the value 
of the tax benefit from past losses can be overrated, 
it is a material factor to consider, especially since 
losses may now be carried forward indefinitely for 
income-tax purposes under the Finance Act, 1952: 

Reconstruction schemes take place under the 
provisions of Sections 206 and 207. Under these 
sections the court has power to sanction compro- 
mises between classes of creditors and members and 
the court's approval operates to bind any minority. 
* The approval of a majority in number representing 
three-fourths in value of each class of creditors or 
members present and‘ voting, either in person or by 
proxy, at the meeting has to be obtained at separate 
class meetings. To ensure this it is highly desirable 
to see that the scheme has the support of the informal 
committees of creditors and shareholders. In dealing 
with creditors it is not sufficient to obtain the consent 
only of the larger creditors; the court may in appro- 
priate cases insist that the creditors be divided into 
classes. If, for.example, there are a number of credi- 
tors under guarantees for large amounts which might 
swamp the trade creditors and might have different 
interests, the court will insist that a separate class is 
made for each and the requisite majority must be 
obtained at each class meeting. In order to carry 
through a reconstruction scheme, the claims of 
unsecured creditors must be agreed for voting pur- 
poses. This is a matter for the company and its direc- 
tors or liquidator, but if the coinpany is not in 
liquidation the work, in practice, often falls on the 
receiver. 

If a capital reconstruction scheme is not feasible it . 
may be possible to sell the undertaking as a going 
concern excluding the corporate body but, of course, 
without the benefit of tax losses. In this event the 
receiver will probably have realized any redündant 
stocks and reduced the work in progress so as to 
obtain the maximum amount of cash. 

If at the end the funds in the receiver's hands 
exceed the amount due under the debenture, the 
surplus must be either (i) handed back to the com- 
pany; or (ii) paid to the liquidator, if one is appointed. 
In the former case, and if the company is still trading, 
the recéiver should protect himself against possible 
claims under Section 369 (unless it is clear that there 
can be none) by obtaining a full indemnity from the 
company and: have the indemnity supported: by 
suitable security, such as a prior lien debenture. In 
the latter case he should make some arrangement 
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with the liquidator which will permit him to retain 
some part of his realizations for, say, at least a year 
after he ceases trading, as a: protection against pos- 
sible claims: In either case he should endeavour to 
protect his position by obtaining written statements 
from all the firms with which he has dealt to the effect 
that they have no further claim against him. He may 
also consider advertising for claims as a further 
protection. ' 

In what order of priority should а receiver apply 
any money in his hands? In simple cases, where there 
are no prior or subsequent charges, and subject to 
any specific provisions contained in the debentures, 


the order of application of money in the hands of a. 


receiver will usually be as follows: 

First, in payment of costs of realization of the 
company’s property. 

Secondly, in payment of outgoings and costs 
reasonably incurred by the receiver in carrying on 
business with a view to realization, and in collecting 
and getting in the company's assets. 

Thirdly, in payment of the receiver's remuneration. 

Nore. – It may be that the receiver's remuneration 
will include all costs, charges and expenses, in which 
event the first three items will be lumped together. 
(This will depend upon the terms of the particular 
debenture.) : 

Fourthly, in payment of preferential debts out of 
assets covered by a floating charge as provided by 
Sections 94 and 319. 

Fifthly, in payment of the interest due under the 
debentures; and . 

Sixthly, in or towards discharge of the principal 
money secured by the debentures. 

You will note that the receiver's remuneration 
ranks ahead of the preferential creditors. In this 
connexion it is usual for debentures to specify the 
maximum rate of remuneration or, alternatively, to 
incorporate the provisions of subsection (6) of Section 
109 of the Law of Property Act, 1925. This subsection 
provides that the receiver shall be entitled to retain 
out of any money received by him a maximum com- 
mission of 5 per cent of the ‘gross amount of all 
money received' or at such lower rate as may be 


"specified in the appointment, or at such other rate 


as the court on application. sees fit to allow. The 
receiver's costs, charges and expenses, as well as his 
remuneration, come within the 5 per cent maximum. 
This maximum may work out at a relatively high 
figure when applied to sales as well as realizations of 
assets, and in practice the receiver's remuneration is 
usually agreed with the debenture-holder and has 
relation to the respónsibility and scope of the work 
he has carried out. 

The liquidator of a company can apply to the court 
under Section 371 of the Companies Act to fix the 
receiver's remuneration. There is no settled scale 
governing the allowance to a receiver under orders of 
the court, each case being dealt with on its merits. 
If the receiver has already received his remuneration 
at the time of the application, the court will not 
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necessarily make an order for a refund in respect of 


any period prior to the application, unless there are 
special circumstances making it proper for the power 
to be exercised. | 


E. SOME LEGAL CONSIDERATIONS 


Reference has been made earlier to certain legal 
complications of receivership. Omitting matters which 
are primarily the concern of the solicitors acting for 
the debenture-holders, the following few points may 
be of interest. . 


1. What is the Receiver’s Position if the 
Debenture does not define his Powers Clearly ? 
Recourse may be had to the Law of Property Act, 
1925, as the debenture is a charge on the company’s 
assets which would give a statutory right to appoint a 
receiver under that Act. But receivers under that Act 
can deal only with income and have no powers of 
managing a business nor of sale. In those circum- 
stances (and indeed on any doubtful points) legal 
advice should be taken immediately. Advantage should 
also be taken of the convenient provisions of Section 
369 of the Companies Act under which a receiver 
appointed out of court can apply to the court for 
directions. This will mean that a summons has to be 
issued by the receiver, supported by an affidavit as to 
the facts. The company will normally be the respon- 
dent. The registrar will give directions as to what 
other evidence, if any, he requires to consider the 
problem; for instance, he may require a third party to 
be represented as well as the company. 


2. How does the Receiver deal with Judgment 
Creditors ? | 

If execution has been levied by a creditor before the 
receiver’s appointment, the receiver should immedi- 
ately give notice to the bailiff who has levied the 
execution that he claims the assets in question, as the 
title of the debenture-holder prevails over execution 
creditors who have not completed their execution by 
sale at the time of the receiver’s appointment. 


3. Can a Receiver Pay Legal Charges Incurred 
by the Debenture-holder ? 

The receiver is frequently presented by the debenture- 
holder with an account for legal costs and charges 
incurred by him in connexion with the appointment 
or other matters arising in connexion with the deben- 
ture. Should the receiver pay them in addition to the 
moneys owing on the debenture? The answer is 
generally ‘Yes’ because the costs are mortgagees’ costs 
and may be added to the security. 


4. Taxation Ranking as a Preferential Debt 
If the Commissioners of Inland Revenue raise assess- 
ments after the appointment of the receiver, can they 
be claimed as preferential under Section 319? This * 
section refers to ‘all . . . assessed taxes assessed on the. 
company up to April 5th’ next before the receiver’s 
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appointment, The answer is that the actual assess- 

ment need. not have been made;before April rth, but 

it must not be for a period ending. after th-t date. 

Only one year's assessment is preferential end. the 
' Crown may select the year which suits them best as 
. regards each tax. 


5. Subsidiary Companies 


If the company has subsidiaries, the receiver must 
bear in mind that his appointment does not extend 
to the subsidiaries themselves. There are a number of 
difficulties in this situation arising particulary from 
the fact that the receiver is merely in the position of 
a controlling shareholder, and it may be necessary in 
extreme cases to call an extraordinary meetinz of the 
subsidiary, either under the articles of associction, or 
under the overriding powers contained in Section 
184 (exercisable by ordinary resolution, ot which 
special notice has to be given), to remove the =xisting 
directors and appoint his nominees in their pl=e. The 
receiver must bear in mind that the creditors of the 
subsidiary are not 'frozen' as are the creditors of the 
parent company, and it may be necessary and зегћарз 
desirable to see that funds are found to p.y such 
creditors in order to preserve the business. 3ut this 
is an exceptional case, as normally it would 5e ultra 
„vires the receiver to find any such funds ow of the 
parent company’s assets. | 


6 Share Transfers: Statutory Duties of the 
Company to its Members 


As I have already said, a receiver is not resporsible to 
creditors or shareholders. He has no respoasibility 
either to maintain the share registers or to pay the 
registrars. The responsibility for the share -egisters 
lies with the directors in common with other =atutory 
requirements, such as annual general meetiags and 
auditing accounts, and the directors must arrange for 
these as best they can. In practice the receiver will 
often allow the company’s ‘staff to assist in these 
matters, otherwise he may be in difficulties lacer on if 
there are prospects of an ultimate reconeruction 
scheme, and he should use his discretion a: to the 
degree of assistance he may give in connexion with 
_ these statutory obligations. 


7. Fixed and Floating Charges 
The phrase ‘fixed assets’ in relation to a balarme sheet 


is usually employed to denote assets which are not 


for resale but are used to produce gocds or supply 
services for sale. It is hardly necessary for m= to say 
that a ‘fixed charge’ does not necessarily mean a 
charge on the ‘fixed assets’. A fixed chamee is a 
‘specific’ charge, ie. a charge on assets specified in 
the debenture, in contradiction to a floating charge. 
. A floating charge is, for practical purposes, n» charge 

at all until it becomes ‘fixed’ by crystallizati-n. This 
„ takes place on the appointment of a receiver ander it 


or by the company going into liquidation: 1+ сап also . 


happen if the company ceases to carry cn -bu_iness ог 
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upon: the doped of an event specter in- the 
debenture. 

-The use of the phrase ‘fixed charge" is best illüs- 
trated by a hypothetical clause from a deberiture 
which might read 'the charge hereby created shall be 
(i) a first specific charge (i.¢.-a fixed charge) on the 
company’s freehold. and leasehold property (either 
for the time- being or it may be as set out in the 
schedule to the debenture); and (ii) as to all other 
property of the company for the time being shall be 
a first floating charge’. The word ‘fixed’ denotes 


‘specific’, but it should be appreciated that any charge 


over freehold or leasehold property also covers all 
plant and machinery ‘fixed’ (ie. attached by bolts 
thereto). A floating charge, .as is well known, is a 
non-specific charge on assets which:-may only be 
specified in’ general terms іп the debenture. These 
include, of course, stock, debtors and. other assets 
which fluctuate from day to day, and any other pro- 
perty included in the. charge but not epee in the 
debenture. 

- А fixed charge on certain assets-prevents the direc- 
tors from dealing with such assets by way of sale or 
mortgage without the consent of the debenture- 
holders, while a floating charge does not, except that 
there is usually a clause in the debenture prohibiting 
the creation of prior specific charges. Prior floating 
charges cannot be.created without express. provisions 
in the debenture. On the appointment of a receiver a 
floating charge crystallizes and becomes fixed or 
crystallized. What then is the significance from the 
point of view of the receiver? Only that preferential 
creditors have priority over the debenture-holders as 
regards assets covered by a floating charge, and then 
only before any payment is made to. the debenture- 
holders. 

A receiver need not keep separate accounts nor 
maintain separate funds if both charges are in favour 
of the same person, which is not always the case, 
however, but he should see that a division is made in 
the statement of affairs, first setting on one side the. 
assets covered by a fixed charge and then seeing’ 
whether the remainder will be sufficient, after allow- 
ing for costs, to cover the prior claims of preferential 
creditors. If this does not leave a reasonable margin 
for carrying on the business, the receiver may require 
the . debenture-holder to indemnify him against 
preferential claims so as to enable him to carry on the 
business with a view to realizing the assets covered by 
the specific charge to best advantage.: 


CONCLUSION 


Receivership can be regarded as one of the most 
interesting and’ constructive sides of professional 
experience. It can clearly be distinguished from liqui- 
dation or bankruptcy, which usually mark the end of 
some business enterprise. Receivership is sometimes 
a holding operation under which a business can be 
tehabilitated and revived. Work of this kind is 
important from many points of view, and the pro- 
fessional. accountant is making.a. useful coritribution 





552 


to. the productive resources of the country if-he can 
successfully convert a failing enterprise into a self- 
supporting: business. 
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FINANCE AND COMMERCE 


Indecision remains the most unsettling influence in 
stock markets. There is a disposition in the gilt-edged 
section to foresee tax reductions and easing of credit 
restrictions in the spring Budget, but industrial equity 
markets are more concerned with immediate prob- 
lems of exports and wages. The result is that the 
stock markets hang fire. 


Inherited Difficulties 


Considerable progress has been made in the past 
few years by Sterling Industries Ltd whose 1952 
accounts we reprint this week. The company 
inherited heavy financial difficulties but the directors 
have been advised to defer submitting a reconstruc- 
tion scheme for the time being. This advice followed 
an examination of the group’s position by Messrs 
Peat, Marwick, Mitchell & Co and Messrs Slaughter 
and May. 

The company is being built on the ruins of the 
old Ismay Industries Ltd, which was founded in 
1935 and controlled a number of varied enterprises 
- in the electric lighting and appliance world. At one 
stage, as Mr T. W. Vernon, chairman and managing 
director of the present company, points out, over 
£r million of shareholders’ money had been lost. 
Only £20,000 remained with which to launch a new 
enterprise but this proved capable of sustaining the 
first elements of the new post-war structure. Re- 
development has completely changed all the major 
aspects of the group which, Mr Vernon suggests, 
might be studied now as a new business of about 
seven years standing. . 

There are now four operating subsidiaries. 
Dualloys Ltd manufactures all types of plain bear- 
ings; Dueram Products Ltd manufactures sintered 
components and bearings from metal powders; 
Exactor Ltd designs and makes power hydraulic 
equipment, lubrication systems and various patented 


devices, while the Sterling Instrument Co Ltd 
specializes in fine instruments: ‘All the subsidiaries’, 
the chairman states, ‘are fully occupied and have 
contracts and orders requiring substantial increases 
on their 1951-52 output.’ 


Subsidiaries’ Earnings 


From the accounts the need for capital reorganization 
is clear. The group is up against ‘long standing and 
inherited problems’. ‘Though, since the war, progress 
has been made the point has not yet been reached 
where reorganization can be undertaken with full 
confidence. It was pointed out to the board, in the 
report on the examination already referred to, that 
the greater part of profit-earnings to date has been 
derived from Dualloys Ltd and that development by 
the other subsidiaries has not yet matured sufficiently 
to enable a view to be taken of their future earnings. 

The directors accept the advice that recomnienda- 
tions based on premature estimates might lead to 
an unfair reorganization — as between the two classes 
of shareholders. The chairman, however, gives share- 
holders his personal opinion that the profit potential 

of the developing subsidiaries ‘will be apparent to 
our advisers, and to your directors at no verv distant 
date’. 

In this respect it can be noted that the company’s 
bankers agreed to provide additional finance for the 
subsidiaries only after an independent accountant’s 
report ~ which must obviously have been considered 
satisfactory by the bank. Messrs Peat, Marwick, 
Mitchell & Co, who made this report, besides taking 
part in the investigation on the reconstruction 
position, have accepted the appointment as auditors 
to the group. ‘Arising from circumstances rather 
than from intentions’, four different firms of auditors | 
have been holding appointments from the company ` 
and its subsidiaries. 
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STERLING INDUSTRIES LTD "y 
Consolidated Profit and Loss Account for the Year ended March 3156, 1952 
1951 1951 1 
£ £ £ £ Е s 5 £ 
ЕБ То Remuneration of the Directors of. E 135,444 By Profit on Trading .. B is ka 176,167 
Sterling industries Ltd: Ы 100  ,, Interest Recelvable .. БЕ H 56 
Fees M ay .. 3,294 2,415 ,, Profit on Sale of Fixed Assets 115 
Other Ето тепе 4 xs 9,56 
10,430 —— —— 12,860 i 
» Auditors’ Remuneration: 
Sterling Industries Ltd .. es e 162 
Subsidiary companies ~. s xd 822 
695 ` E —— 984 
365  ,, Professional Charges E ЗА xS 969 
1,857  ,, Interest Payable . A ‘ee 2,767 
14,536  ,, Amounts written off Fixed Assets. a 17,849 
» Secretarial; Management and Office 
392 Expenses .. РЯ РА "S 492 
168 ,, Registrar's Expenses 161 
„ Preliminary Expenses etc. Written off by 
— Subsidiary Companies .. 150 
» Net Profit, subject to taxation, ‘carried = 
down: 
397 Sterling Industries Ltd .. е5 às 348 
109,119 Subsidiary Companies .. wa .. 139,758 . 
140,106 
£137,953 £176,338 — £137,959 £176,338 
£ £ £ 
To Taxation: £ £ 109,516 By Net Profit brought down .. E 140,106 
44,700 *Income Tax, 1952-53  .. .. 63,500 
*Profits Tax and Exon Profits Levy to » Adjustments in respect of previous years: 
10,249 date si. m m .. 14,358 3,362 Taxation .. M ss EN .. 23,464 
23,101 Current Income Tax 9 1,121 52° Other Provisions .. vs M 1,000 
(*Based on profits for the year.) 
78,052 78,979 3,414 24,464 
» Balance carried forward, March 3lst, » Balance brought forward, april Ist, 1951: 
1952: 18,11! Sterling Industries Ltd Ра .. 19,079 
19,079 Sterling Industries Ltd  .. s .. 29,326 "584 (Deficit) Subsidiary Companies . £33,328 
33,328 Subsidiary Companies...’ vx . 128,486 d Adjustment In respect 
e Subsidiary Company 
52,407 —— 157,812 — . In Liquidation vs 19,814 
—— ——— 53,142 р 
17,527 ——— 72,221 
£130,457 236,791 — £130,457 £236,791 
Balance Sheet as at March 3156, 1952 E 
Author- Issued and NES 
195! ized fully paid 1951 
£ i; £ £ £ £ £ 
Share Capital Investments in Subsidiary Companies 
~ 00,000 54 per cent noe First 150,382 At Cost са pr n «i га 164,583 
Preference Shares of £1 each ,. .. 600,000 350,000 —— 
6$ per cent Cumulative Convert- 
Ible Second Preference Shares of 5s each 200,000 Trade Investments 
4,800,000 Ordinary Shares of 5s each .. 1,200, ,000 750,000 25,500 At Cost ex ug „5 24 as 500 
1,100,000 2,000,000 1,100,000 
——— Current Assets 
Note. – At March 3156, 1952, the Preference 19 Sundry Debtors, less Provision for Bad Debts — 
Dividends had been paid to June 30th, — Income Tax Recoverable .. 2272 
1938. Arrears amounted to £264,687 105 Amounts due from Subsidiary Companies 
. (gross). 605 On Current Account... £364 
15,000 On Loan Account TES P . 25,800 
Capital Reserve 26,164 
65,671 investment Reserve oe m m 65,671 — Bills Receivable 25 aie 10,000 
19,079 Profit and Loss Account.. e 29,326 4,120 Cash at Bank and in Hand | S is s 2,746 
1,184,750 1,194,997 19,744 ———— 41,182 
1,003,009 Deduct Suspense Account, per contra .. 1,015,534 — 
! 181,741 179,463 Suspense Account 
| ——— Ascertained Losses cn Investments etc. 
Current Liabilities 1,003,009 written off aie 25. at . 1,015,534 
15th Sundry Creditors .. CT 1,064 1,003,009 Deduct per contra ae we .. 1,015,534 
Amounts due to Subsidiary Companies: ———— ———— -= 
638 On Current Account .. ..Е2, 
— On Loan Account 06 .. 21,500 
24,332 
936 Taxation В 1,406 
Provision for Taxation of a Subsidiary i 
10,800 Company, not yet agreed me ee — T. W. VERNON 
· Directors 
13,835 ———. 26,802 J. W. WARRINGTON 
~ Note. - There 15 a contingent liability in 
respect of the Company's Guarantee of a 
Current Account of a Subsidiary Com- 
pany with a fellow Subsidiary Company 
: to an amount not exceeding £28,500, А 
£195,626 £206,265 — £195,626 £206,265 
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Planning Advertising 
It is always heartening to see people making capital 
out of their difficulties as the directors of Frank 


" Mason & Co Ltd have done. The business carried . 


on is that of advertising contractors. It has received 
the close attention of the authors of the Town and 
Country Planning Act, but as seems generally the 
case with this disordered piece of legislation, no one 
yet seems to know what the ultimate -effect of the 
Act will be. ` 

The Act set out to cout outdoor advertising by 
a system of licences.to be operated by local autho- 
rities.. The bulk of the space controlled by the 
company is unaffécted by the regulations but the 
regulations do apply particularly to road signs which 
are the principal activity of the company's subsidiary, 
Mason-Lang Ltd. - 

The period of grace for existing advertisements 
expired on July 31st, 1950, since when the whole 
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of the Mason-Lang signs have been open to challenge. 
Local authorities, however, were deterred from 
making challenges by direction of the Ministry and 
owing to the mass of work devolving on planning 


, authorities, progress in issuing selective challenges 


has been slow. 

Meantime, ‘Mason-Lang are fast becoming fee- 
earning experts and advisers in this very matter of 
the Town-and Country Planning regulations’. 


Money Market 


Applications for Treasury bills on October 31st 
totalled £334,840,000, an increase of some £13} 
million over the previous week. Maintaining the bid 
at £99 7s 11d, the market obtained only 50 per cent 
of requirements, the lowest percentage for some con- 
siderable time. 'The average rate was lower at 
428:3' 63d per cent. This week’s offer is £240 million, 
giving an excess of £20 million over maturities. 


W ЕЕКГУ NOTES 


An Institute Luncheon 
The President and members of the Council of The . 
Institute of Chartered Accountants in England and 
Wales entertained Sir Geoffrey Heyworth, Sir 
Frank Lee, Sir James Turner, Mr S. P. Chambers, 


: Dr R. L. James, Mr Gordon Newton, and Colonel 


At 


H. C. Smith, at a luncheon held in the Oak Hall of 
the Institute last Tuesday. 


'The Accountant and Civic Affairs 


Founded in 1790, Bishopsgate Ward Club, one of the 
earliest clubs to be formed in the City of London ‘to 
promote friendly intercourse and discussion of topics 
of local and. general interest’ enables citizens of the 
ward to interchange ideas on, and take an interest in, 
civic affairs on a non-political basis. Such clubs often 
provide a training ground for, and bring to the notice 
of others, the capabilities of men suitable for appoint- 
ment to. the City Corporation. They are, therefore, a 
valuable feature of city life. 

The Lord Mayor of London and the Sheriffs 
‘attended the annual dinner of members of the club – 
among whom are many chartered accountants — on 
October 30th last. Proposing the toast of the club, 
Mr Т. B. Robson, M.B.E., M.A., F.C.A., President of 
The Institute of Chartered Accountants in England 
and Wales, who was accompanied by Mrs Robson, 
referred to his recent visit to North America with 
Mrs Robson, as being ‘a thrilling and enthralling 
experience’. It was, he said, 

‘an inspiration to be in countries where liberty is 
prized with ап intensity and passion equal to our 
own, where generosity and hospitality to the visitor 
from’ Great Britain are unbounded, where indi- 
vidual effort and personal achievement are encour- 
aged and the exercise of initiative in every walk of 
life. 18. "regarded as an essential concomitant of 
progress’, 


His travels, he added, had made it evident to him 
that - 

'there was as great a need for civic pride,. sense of 

civic responsibility, readiness to accept the cares and 

burdens of public office in those countries without 
pecuniary reward as the existence of this Club рее 
. to be appreciated in our City here today’. 

Members of the profession were performing ser- 
vices to business without which ordered progress in 
the complex economic affairs of today ‘would be 
difficult if not impossible’. The accountant's training, 
he held, brings him into contact with the life of the 
community at so many different points 

‘that he is well fitted to play his part in local govern- 

ment and can make a valuable contribution to civic 

affairs’. 
Christmas Bonuses: Taxation 


We are indebted to those readers who have told us 
that certain sections of the Press have published 
only the first paragraph of the Inland Revenue official 
announcement on the subject of Christmas bonuses. 
By itself, the first paragraph can be misleading and 
we therefore remind readers that the announcement 
was reproduced in full at page 531 of last week’s 
issue of The Accountant. 


Companies in Liquidation: Interest 


Section 322 (1) of the Companies Act, 1948, provides 
that a floating charge on the undertaking of a com- 
pany given within twelve months of its going into 
liquidation, shall, if the company was insolvent at 
the time, be invalid except to the extent of the cash 
advanced and the interest thereon at 5 per cent or 
such other rate as the Treasury prescribes. 

By an order made in 1949 the Treasury prescribed 
4 per cent but this order has now been revoked, as 
from November 181, 1952, by the Companies 
Winding Up (Е loating Charges) (Interest) Order, 
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1952. ‘Accordingly ‘the correct rate is 5 per cent! 

“Section” 362 (4) of the Act provides. ‘that. when the 
‘balance at the credit: of а company's account in the 
hands of the Board of Trade exceeds £2,000 and the 
‘liquidator notifies.the Board that the excess is not 
required for the liquidation, the company is to have 
interest at 2 per cent on the excess, or at such other 
rate as the Treasury determines. By an Order made 
in 1949; the Treasury prescribed-1:per cent. This 
Order has similarly been revoked with effect from 
November 1st, 1952, so that the correct rate is again 
2 per_cent. The relevant Order here is called The 
Companies Liquidation Account (Interest) Order, 
1952.1 Perhaps: some day. authority will decide 
-whether to ad Балон or winding up, апа stick 
to it. 


' False Trading Aoin 


George Joseph Challinor, of Ryles Park Road, 
Macclesfield, 47-year-old former Mayor of Maccles- 
field, and managing director of Challinor & Holmes 
Ltd, silk manufacturers, and Sidney Garner, aged 
43, accountant, of Derby Street, Macclesfield, were, 
on October 29th, at Chester Assizes, sent to prison 
for éighteen months on each of ten joint charges, 
to which they had pleaded guilty, of causing false 
trading accounts and balance sheets showing lower 
profits than had been made by the firm to be pre- 
„pared and delivered. The. sentences are to run con- 
currently. The prosecution accepted their pleas of 
not guilty to two similar charges and to a charge of 
conspiring to defraud the Inland Revenue of money 
ue as income-tax and excess profits tax between 
1939 and 1950. Challinor was ordered to pay a sum 
not exceeding £500 towards the costs of the prose- 
cution. 

. Mr Edmund Davies, Q.c., prosecuting, said that 
in. June 1950 the tax ‘evaded totalled £11,542. In 
June 1947 it had been £ 14,800 but in the succeeding 
‘three years there was a paying back of the difference. 

All the shares of Challinor & Holmes Ltd were 
held by Challinor, his wife and son. Despite his 

-.age, Challinor was actively engaged in the business. 
Both he and Garner, who was then a partner in a 
firm of accountants and auditors, were of hitherto 
irreproachable character. Garner was responsible for 
the accounts and balance shéets of tlie company. 

‘The charges result from Challinor’s determina- 
tion to avoid the heavy incidénce of excess profits 
‘tax,’ stated Mr Davies. Two schemes were adopted. 
One was that of post-dating sales, and the other was 
the inauguration of a silk resetve ~ a wholly fictitious 
increase in the figures spent on purchasing silks. 
By June 3oth, 1947, profits had been understated 
by just over £17,000 over the whole period, and tax 
evasion was in the region of £14,800. Then the pro- 
‘cess’ was started of bringing back into account for 
-taxation the very big accumulated reserve. 

' Mr Vincent Lloyd Jones, Q.c., defending, said 
that Challinor had a marked and very bitter recollec- 





1. See also under ‘Nates and Notices, at page 562. . 


‘THE: ACCOUNTANT 


‘November 8th, 1952 


tion of an extremely difficult. period after the First 
World War. Stunned at the prospect of having to 
pay enormous taxation, he conceived the idea’ that 


it might be possible to reserve something from the. 


profits. Neither method was plotted but arose in 
the course of business. The money saved went into the 
company and Challinor who was a teetotaller, non- 
smoker, and lived in a modest way, had done nothing 
to. give himself or his family any different status in 
life. Garner was not assisting Challinor for his own 
profit but did what he did out of a mistaken sense of 
indulgence towards an older man. 

Sending Challinor and Garner to prison, Mr 
Justice Streatfeild said: ‘I have been thinking of ‘all 
the millions of taxpayers throughout this country 
on, whom the impact of taxation is no less heavy. If 
everyone engaged in fraudulent schemes to evade 
it, what an appalling situation it would be. It simply 
means that if the few do indulge in fraud of this kind, 
the impact will be still heavier on the millions: of 
honest taxpayers.’ 


Retailing Productivity Report 


. Two interesting, if somewhat unorthodox, methods of 


stocktaking are mentioned in the report,? published 
last Wednesday, of the team representing British 


retailing which went to the United States earlier . 


this year under the auspices of the Anglo-American 
Council on Productivity. In one ‘drug store chain, 
with a wide variety of merchandise, all items up to 
the value of £1 were divided into ten groups. Articles 
up to 2s fell into group 1, articles from 2s 1d to 
4s into: group 2, and so on. ‘When listing, the stock- 
taker called out to the checker, ‘17 of group 3’ or 
‘24 of group 5’ according to the number and price 
of the articles. For calculation purposes, the middle 
price in each group, ranging from 1s for group 1 to 
19$ for group 10, was taken. 

Another method, used also in dealing with a 
multiplicity of small items, was to dictate tbe 
number of small articles, the stock classifications and 
prices on to a portable recording device. 'T'he record 
was afterwards played back in the office and the values 
extended cirectly on a listing calculator. This had 
the advantages of saving the time taken to write out 
stock sheets and of cutting out the work of the 
checker. 

The report states that large sums of money are 
being spent on the development of electronic office 
machinery. One stocktaking device, now in use, is 


designed to maintain a perpetual record of stock on 


order and in hand in various places, and of receipts 
and sales. This machine, with one operator, can do 
the work of seventeen clerks and can ‘produce in a 


few hours information which, by manual processes, 


would take ten days to prepare. 
? Obtainable (3s 6d post free) from the Anglo-American 











Council on Productivity, 21 Tothill Street, London, SW1, , 


and from the’ Retail Distributive 'I'rades Conference 
(Employers’ Side), Federation House, 4 Е Street, 
London, WC1. 
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sadors of the same order as himself. 
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^ Earned. Income Allowance: Vicar’ s Wife 


Sir; – In reply to your correspondent; L. E. Pearce's 
letter in your issue of October 18th, we have a 
beneficed client whóse wife receives £100 per annum, 
paid out of the general fund of the parochial church 
council, which is covered by earned income and 
wife’s earned income allowances. 
Yours faithfully, 
SCRIBA. 


. The Accounts Department in Industry: 
Relations with other Departments 
Sir, – Not long after entering industry as an zccount- 
ant I was somewhat surprised to find a current of 
antagonism running between the accounts depart- 
ment: and the ‘technical’ departmerits within -the 


organization in which I served, and I wonder how · 


many of your readers have found the same thing. 

In seeking to-put matters оп a better footing I 
came to the conclusion that among the causes of 
such friction one finds the following: 


(1) The accounts department has often to act as 
schoolmaster.to the., other departments in the 
production of their records, even to administer- 
ing the cane. No one enjoys being corrected, and 
in frequently having to draw the attention ‘of, 
say, ‘stocks’, to the differences between their 
records and the financial books, ‘accounts’ aré 
not always held in affectionate remembrance. 

(2) The explanations: required by the accountant 
often appear unnecessary, even time-wasting, to 
the layman. The works manager gets rid of 
some old plant, and good riddance, but the 
accountant requires an inventory of sale and 

' details of purchase, date to identify the items in 
his records. 

(3) The finished productii in a factory can usually be 
comprehended and admired, but tħe final result 
of the ‘accounts’ assembly line is often less 
comprehensible than its raw material. Yet this 
department devours overheads on a vast scale. 

(4) The canteen makes a loss, or the month’s sales 
figures аге down, and we all know who makes 
the discovery and breaks the bad news. 


The solution, one need hardly suggest, lies very 
much in the accountant’s own character, sense of 
humour, and methods of explanation, and also in 
his success in training his department to be ambas- 


Yours truly, 
W. Е. 5. 


Fluctuating Price Levels 
Sir, — After reading the letters from Mr Leonard 
Hughes and Mr R. C. Warren (issue dated October 
18th), I am inclined to think that, from the purely 
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academic” ‘point of view, Mr Jeffery English (issue 
dated September zoth last) was right when he 
suggested that it was more correct to state all profit 
and loss figures in the currency. of the date: of the 
balance sheet rather than to adopt the. method Lused 
in my original example of stating them in the average 
currency of the year. Except in exceptional circum- 


‘stances, however, the accounts prepared by the. two 


methods will not differ greatly from each other. As 
I remarked, when commenting on Mr English’s 
letter, the method I used eriables important figures, 
such as sales, to be’stated at their face values and I 
rather feel that any slight sacrifice of accuracy may 
be compensated for by this advantage. 

Mr Hughes is correct when: he points out that it 
is not academically sound to convert expenses at a 
flat rate without regard to the dates when the various 
charges included in the total were incurred. Expenses 
are, however, norrhally incurred more or less evenly 
over a year and, therefore, in the absence of special 
circumstances, no great sacrifice of accuracy is madé 
by doing so. Cases where expenses vary considerably 


from time to time during a year naturally require- 


special treatment, as do expenses incurred in a 
foreign currency in similar circumstancés. 

Mr Warren raises the question of why the accounts 
Min differ in two sets of circumstances, viz.: 


(i) when no trading - has taken -place е the 
year; and 

(ii) when only one transaction, consisting of the 

` purchase and sale of an identical article on the 
same day and at the same price, has taken place, 


Where the ‘index of inflation’ has risen at a greater 
rate than the price of the commodity dealt in, this 
is comparable, in a period of steady prices, to dealing 
in stocks which are falling in value. 

In my original example I assumed that in spite of 
this being the case, it was, nevertheless, possible, tó 
sell the stock at a profit. In Mr Warren’s example 
stock was sold at its replacement value. If the realiz- 
able value on the first day of the fourth quarter was 
the same as the replacement value, it is reasonable to 
assume that on the last day of the year the same state 
of affairs would pertain. This introduces the question 
of writing down stock to its realizable value. | 

If no stock is bought ог sold during the year, the 
closing stock must be shown at £6,000, the amount 


it will realize. This will entail a debit to the profit 
гапа loss account of £1,000 in respect ot the amount 


written off stock on hand. 
If the transactions set out by Mr Warred take 


‘Place and if we convert the trial balance to the 
.cürrency of the date of-the. balance sheet; bus con- 


verted trial balance is as follows: - ^ :. 2. Gur 
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Opening stock ‘тоо to 140 ' 7,000 , 
Purchases 130to 140 6,192 . . 
Sales 130 to 140 ^ 6,192. . 
Closing stock 130 to 140 у 6,192 
Capital and reservés ‘100 to’ 140 7,000 

." Closing stock | 130 to 140 76,192 Er 








. £19,384 419,384 














A farther entry has, aware: to be passed, writing 
down the ‘closing stock to its realizable value of 
£6,000. н 








£ 
` Sales are e | 6,192 
Cost of stock sold is vere” 7,000 
Leaving a gross loss of 808 
To which must be added the онн 
written off the stock on hand 192 
| Loss on trading £1,000 


The net result is the same as the first example 
where no stock was bought or sold. The only differ- 
ence is, that in the latter case the loss on the com- 
pleted transaction is £808 and.the provision for the 
loss on the uncompleted one is £192. 


Exactly the same state of affairs would be reflected `a 


‘in the accounts in а period of steady prices if 
(1) in the first example, stock was purchased for 
£7,000 at the beginning of the year but had 
decreased in value to £6,000 by the end of the 
year; and 

(ii) in the second example, if stock was purchased at 

£7,000 at the beginning of the year and sold for 
£6,192 after nine months, on which date a 
second identical article was bought for £6,192, 
which, in turn, had decreased in value to £6,000 
by the end of the year, 

and this is what has really happened. 

The ‘loss on exchange’ of £116 arrived at by 
Mr Warren by adopting the method I suggested in 
my paper is the error caused by showing the profit 
and loss account and the balance sheet in two differ- 
ent currencies. In the example given, however, the 
inflation that had occurred during the year was very 
considerable and, as already pointed out, in ordinary 


xircumstances, any error arising from this cause. 


"would not be appreciable. 
Yours sincerely, 

SEEN В. J. S. WIMBLE. 

Johannesburg, S. Africa. | 


Proféssional Fees. 


‘Sir, — The scale of fees of the Federal Institute of 
Accountants, Australia, published in your issue of 
"October 25th, serves as a reminder that the account- 
_ ancy profession in this country is still awaiting a clear 
lead from the Pru accountancy bodies as to a 
suggested scale of fees. . | 


THE ‘ACCOUNTANT 


November Sth, 1952 


We. have been prompted to write, sir, on this 


. question, for two reasons: we, as an average-size 
| provincial firm, feel that we might be under-charging 


clients and thus be quite unintentionally doing harm... 


' firstly to the profession: and oe to our own 
pockets. | - | "-— 


Your editorial in the same issue states that the 
usual rate im 1939 fòr a principal was between’ seven 
and fifteen guineas per day, and that the Institute 
in 1945 expressed the view that a substantial increase 
in fees and charges was justifiable.' Assuming a sub- 
stantial increase was in the order of 5o per cent, using 
these figures, we would thus have the position that 
principals’ time would be rated at between £1 10s 6d 
to, say, £3 3s od per hour. . 

In 1947, in connexion with the nationalization of 
the road haulage industry, agreement was reached 
between the Treasury and the accountancy bodies 
concerned on the scale of fees applicable to account- 
ants acting for the Road Haulage Executive. For 
principals in the provinces the rate agreed was 
between seven and ten guineas per day of seven hours 
— say, £1 12 od to £1 тог 6d per hour, for work which 
we submit is of a higher order than pure auditing. 

The argument usually put forward by the account- 
ancy bodies against a set scale of fees is that maxima 
tend to become minima, and yet they have approved 

a rate of fees the minima of which are the same as the 
pre-war suggested rate! 

We, as a firm of three partners (one incorporated 
and two chartered), base our charges for auditing and 
tax work at a rate of one guinea per hour. We would 
be most interested to hear the views of other mem- 
bers of the profession, particularly from the provinces, 
on the rate charged by them for similar work. Such 
an exchange of views might help to clarify what is in 
our view a most conflicting state of affairs, and per- 
haps help to establish at least a minimum scale of 
charges. ; 

For obvious reasons we must remain anonymous 
and therefore sign ourselves, 

Yours faithfully, 
PERPLEXED BUT HOPING. 


Hire-purchase Interest and Practice ` 


Sir, - My company is about to sell equipment on 
(a) hire-purchase basis and (4) to hire equipment on a 
normal rental basis. I would welcome suggestions 
from readers who have had experience of this problem, 
as to the current rate of interest used and the general 
principles involved in arriving at price to be charged. 

As far as can be ascertained current practice varies 
very considerably, and if readers can suggest any up- 
to-date text-books on the subject it will be с 
ciated. 

The equipment involved is of an engineering 
nature covering initial expenditure of over £1,000. * 

Yours peu 

H.P. 
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“THE, ‘MANAGEMENT ACCOUNTANT. 


"Three ` apeti of manag acecdntiie were dis- 
‘cussed at the third London regional conference of 
the Institute of Cost and . Works Accountants . held 
last Saturday at The Waldorf Hotel. 


Opportunities. and Responsibilities 


The first speaker, Mr Harry Norris, A.C.A. director 
апа group accountant of the J. Arthur Rank Organiza- 
tion Ltd, considered thé scope and opporturr ty of the 
‘accountant in industry. Mr Norris said that in his 
opinion the chief function of the accountant was to 
submit ‘audacious comments’ and to propocnd ques- 
tions which needed answers, the kind of questions 
which management should. ask itself. “he first 
essential in a good accountant was that Le should 
have a thorough grasp of ways and means — a= account- 
ing and office procedure i in general, and of the system 
of his own office in particular. He should зе able to 
‘combine this knowledge with the sense of adventure 
‘which was so necessary to the successful ruaning of a 
modern competitive business, 
. It was not always easy for the managemert account- 
ant to take over, especially in the more ccnservative 
type of firm where the office was traditionall> regarded 
as a place apart. A good. means of breaking: down this 
barrier was the introduction of budgeting. This 
brought together the accountant and the vari-us depart- 
ments which sub-divisions of the budget would cover 
-and made for full and frank discussion ind better 
understanding. 

Mr Norris concluded by- saying that the greater 
number of experts there were in industry, -he greater 
was the need for the accountant as a means to co- 
ordination, as it should be exercised by tcp manage- 
ment and by inter-action between sectione. , 


Management's Requirement= 


Mr H. C. Rutherford, director, Venesta. Ltd, next 
addressed the conference on ‘What does rranagement 
require of the management accountant?' ile set out 
in advance the ten conclusions. which his paper 
reached, These were: (a) that it was the zcountant's 
function to: give information, in the Ёогп- of figures, 
which . related physical facts to money values, thus 
enabling comparisons in common. terms; (b) that it 
_ was the interaction of the measurements of physical 


facts required for productive: processes and money: 


values required. for distributive processes which 
necessitated a management. accountant; c) that the 
management accountant was expected to Forecast the 
future and to give immediate information about the 
past; (d) that the accountant could not eizher forecast 
or, because he must assemble the recorded facts, give 
immediate information about the past; (e) that an 
accountant could only produce forecasts “or planning 
purposes when management told him on what assump- 
tions his forecasts should be based: manzgement was 
usually either unwilling, or unable, to supply this 
directive; (f) that the management accocntant must, 
therefore, be fully | conversant with management 
policy and then translate it in physical aad monetary 
terms; (g) that management wanted the management 
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‘accountant to anticipate, its TON s producing 


the critical, figures it, wanted without being . asked 
for them; . (h) that this, information must be what 


management wanted and not what the management 
‘accountant thought was good for it; (5) that the 
management accountant.must be aware of the relative 


claims of speed and precision. in presenting 'informa- 
tion; and (j) that the inanagemént "accountant, as 
interpreter, must present his information plainly 'and 
simply to enable management to apply its mind 
directly to it. 

Mr Rutherford dealt with erich tof: these points in 
turn and concluded by saying that the management 


‘accountant could consider himself: really successful 


if he made his job appear so easy that. management 
began to wonder why it needed him at all.. 


A discussion on the morning's proceedings was 


‘opened by Mr С. A. Culverwell, F.C.W.A., A.S.A.A., 
` finance officer, Road Haulage Executive. 


Presenting Information 


In the third and last paper of the day Mr A:  Holds- 
worth, B.COM., F.C:W.A., chief cost accountant, National 
Coal Board, discussed the ‘Presentation of information 
to management'. He thought that, even in this en- 
lightened age, management's efforts were too often 
impeded, firstly by the non-transmission of essential 
information and, secondly, by the „transmission of 
non-essential information. 

What management wanted to know concerned 
mainly. materials, labour and capital assets. Regarding 
the first, the essentials were current prices and future 
trends, quantities in stock and required, and the 
periodic consumption. Labour statistics should con- 
tain particulars of the strength and coristitution of 
the labour force, both as regards quantity and quality; 
the value of the labour force measured in terms of 
direct wages and production; and the price of the 
labour force in earnings. Information about' capital 
assets should be centred on piant records. and plant 
values. 

Mr Holdsworth ended by saying that the fon icd 
contents of periodic reports should be kept constantly 
under review as methods .of presentation, of. informa- 


.tion may, in themselves, help to initiate action. | - 


. The discussion which followed this: session . was 
opened by Mr Wilfred B. D. Brown, M.B.E., F.L.LA., 
managing director, Glacier Metal Co Ltd. 


Conference Luncheon - 


The conference was presided over by Mr lai: T. 
Morrow, C.A., F.C.W.A., President of the London and 
District Branch of the Institute of Cost and Works 
Accountants. At the luncheon ‘the toast of "The 
Institute’ was proposed by Mr V. A. Paterson, Ј:Р., 


-managing director, J. & E. Hall Ltd, and Mr S. €. 


Tyrrell, F.C.W.A., F.L1.A4., President of the Institute 
replied. The toast of ‘The Guests” was proposed by 


, Mr Е. W, H. Saunders, F.c.w.a., Presidént-Designate 
tof the Institute, and was responded to by Lieut.- 
General Sir Thomas Hutton,’ K.C.ÉE., C.B., M:C. : 
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EXCESS PROFITS LEVY REGULATIONS _ 


We reproduce below the regulations ‘referred: to in our leading article at page 537, 

governing assessment and appeals procedure in relation to the excess profits levy. 

. The regulations, which came into operation on October 27th, 1952, are known as 

"The Excess poe Levy. Regulations, 1952, (5.1. 1952, No. 1844 obtainable from 
H. M. 5.0. price 3d net. Е 


Citation and commencement 


I. These Regulations may be cited as ‘the Excess 
Profits Levy Regulations, 1952, and shall come into 
operation on the twenty-seventh day of October, 
1952. 


Interpretation : | Пи 


2. — (1) The Interpretation Act, 1889, shall "S to 
these Regülatioris as it applies to an Act of Parliament. 

(2) In these Regulations, unless the context other- 
wise requires, the expression ‘surveyor’ means a sur- 
Veyor as defined by the Income Tax Act, 1952; ‘the 
Act’ means the Finance Act, 1952;'and ‘ apportionment’ 
means an apportionment made by.the Commissioners 
of Inldnd Revenue under Section 41 of the Act ог 
under the Eleventh or Twelfth Schedule thereof. 


Income-tax provisions applied to the excess profits levy 
as regards assessment, collection and appeals 

"3. Subject to the express provisions of the Act and 
these Regulations, the enactments of the Income Tax 
Act, 1952, enumerated in the Schedule to these Regu- 
lations shall, with the modifications therein described, 
apply to the assessinent and collection of the excess 
profits levy, and the hearing of appeals in connexion 
therewith. — - 
Service of notices of assessment 

4. Notice of an assessment shall be served on the 
person charged or the person in whose name he is 
charged. : 


Delivery of notices of assessment or apportionment and 
notices requiring returns . 

5. À notice of assessment or apportionment or a 
notice requiring a return under the Act may be de- 


livered to the person on whom it is intended to. be 


served, or served upon him by post. 


Additional and estimated assessments. 


6. — (x) If it appears that a person has been under- 


.charged by ап’ assessment, an additional assessment or 
additional assessments may be made. 

(2) In the absence of a satisfactory return or other 
information on which to make an assessment the Com- 
missioners of Inland Revenue may make an assessment 
according to the best of their judgment. 


Claims to relief in respect of deficiencies 

7. Notice of any claim to relief in respect of a de- 
ficiency of profits under Section 42 of the Act shall be 
delivered in writing to the Commissioners .of Inland 
Revenue and notice of their determination may be 
served in the same mariner as a notice of assessment. 


Notice of, ‘and procedure on, appeal 
8. — (1) Any person dissatisfied with any assessment 


made upon him or apportionment: а to him, c or 
with the determination by the Commissioners of Inland 
Revenue of any claim to relief under Section, 42 of the 
Act, may at any time within thirty days from the date 
of service of the notice of assessment, apportionment, 
or determination, as the case may be, or within such 
further time as the Commissioners of Inland Revenue 
may allow, give notice to the surveyor named in the 
notice of assessment or, in the case of an apportion- 


ment or a determination, to the Commissioners of. 


Inland Revenue, of his intention to appeal against the 
assessment, apportionment or determination. Every 
such notice shall specify the grounds of appeal and in 
England, Scotland and Wales shall, subject to. the 
express provisions. of the Act, specify whether the 
appellant desires that the appeal shall be heard by the 
General Commissioners or the Special Commissioners; 
provided that if on the hearing of the appeal the appel- 
lant desires to-go into any ground of appeal which was 
not specified.in the notice and the omission of that 
ground from the notice was, in the opinion of the Com- 
missioners hearing the appeal, not wilful or unreason- 
able, those Commissioners shall not be precluded from 
allowing the appellant to go into that Се or from 
taking it into their consideration. 

(2) When the Special Commissioners receive from 


| any person a valid notice of intention to appeal against 


an apportionment, they shall notify any other person 
known to them who is entitled to appear and be heard. 


Powers and duties of Commissioners as regards appeals 

9. With reference to any notice of appeal and to the 
hearing. of an appeal, the General or Special Commis- 
.Sioners, as the case may be, shall, subject to the pro- 
visions of the Act and to any Regulations made there- 
under, have all such powers in relation to any matter of 
appeal as are possessed by them in relation to notices 
of appeal and the hearing of appeals under any Act for 
the time being in force relating to income-tax. The 
General or Special Commissioners shall certify in 
writing to.the appellant and to the Commissioners of 
Inland Revenue, after determining any appeal, their 
decision and the amount, if any, by which any assess- 
ment, apportionment or determination of relief has 
been thereby altered; and in the case of an appeal 


‘against an apportionment the Special Commissioners 


shall send a similar notification to any other person 
known to them who was entitled to appear and ђе 
heard. : : 


Representation of ОБРАНО of Inland Revene at 
appeals 

10. 'The Commissioners of Inland Revene may be 
represented at the hearing of an appeal by any person 
nominated in that behalf by them and any person so 
nominated shall have the same powers with reference 
to appeals as may for the time being be exercised by a 
surveyor with reference to appeals. iEn to income- 
tax. - : : 
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Surveyor. may. make: use ef. income-tax. accounts and 
documents ae m ( 
та. А surveyor may. for. any purpose in connexion 


with the assessment and collection of the levy and the > 


hearing of appeals make use of, or produce in evidence, 
any returns, correspondence, schedules, accounts, 
‘statements, or other documents to which he has had or 
may have lawful access for the purposes of income-tax 
‘or’ the profits tax, and shall have the same right to 
‘examine all accounts, schedules and statements fur- 
nished to the General or Special Commissioners as he 
has in the case of appeals relating to income-tax. 


Barrister, solicitor or accountant may be heard at appeals 


. 12. Any barrister or solicitor or member of an incor- 
porated society of accountants may be heard by the 
General or Special Commissioners on appeal. 


t 


AG: No Commissioner interested in his own right or 
inthe right-of any other pens in any matter under 
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appeal.shall take part in or be present at the hearing 
or. determination thereof.. ; 


Notices to be given to т МЕРЕ of Inland Reverie 
may be given to surveyor. ~ А 

.. 14. Апу notices required to be given to the Commis- 
` sioners of Inland Revenue may be given either to the 
Commissioners at their principal office in.London or 
to the surveyor acting for the district in which the 
person giving such, notice resides ог -carries .on 
business. ae | 


` By Order of the Commissioners of Inland Revenue. 
7. H. Evans, 


October 20th, 1952. < Secretary. 


SCHEDULE 
Income Tax Act, 1952 (15 & 16 Сео. 6 and 1 Elis. 2. 


Commissioner personally interested in matter under appeal - c, ro) 


Section 514, down to and including the words ‘the 
particulars ¢ on which the charge is made’. 


IN PARLIAMENT - 


' Workers’ Travelling Expenses 


Mr Drayson asked the Chancellor of the Exchequer 
ifj in view of the decision of the National Coal 
Board to subsidize miners' travelling expenses in 
certain areas where these exceed 5s per week, he 
will permit all other salary- and wage-earners, whose 
travelling expenses to their places of employment 
exceed this figure, to offset the balance as a deduction 
from earnings before they are assessed for P.A.Y.E. 
and income-tax; and whether, where private firms 
bear a proportion of the cost of the travelling expenses 
of their employees, these will be treated as an allowable 
expense before income-tax and profits tax are charged. 
Mr R. A. BuTLER: The answer to the first part of 
the question is ‘No’. To the second, an employer 
who bears a proportion of the travelling expenses of 
bis employees may treat the cost so incurred as a 
deduction from his profits for income-tax and profits 
tax’ purposes. 
Hansard, Oct. 28th, 1952. Written Answers, Col. 197. 


Owner-occupied Houses: Taxation 
Sir I. Fraser asked the Chancellor of the Exchequer 
if he will consider applying. to Britain the Canadian 
practice of no taxation on ап individual owner- 
occupier. in respect of his house so as to encourage 
people to buy and build their own houses. 

: Mr Boyp-Carpenter: The question of the taxation 
of owner-occupied houses is before the Royal Com- 
mission on the Income 'T'ax and my right hon. friend 
must await their report before reviewing the matter. 

Sir I. Fraser: Will the Chancellor and his assistants 
try to give this matter some thought before the next 
Budget; as it seems a rather good suggestion? _ 

Mr Boyp-Carpenter: We must await the views. of 
the Royal Commission. | 

‘Hansard, Oct. 30th, 1952. Oral Answers, Col. 21 13. 


t Bankruptcies 
Mr Epwarp Evans asked the President of the Board 
of Trade the nuniper of bankruptcies that have 
occurred in England and Wales since October rst, 
1951, and the number for annual periods ending 
M 3155, 1951, 1950 and 1949. 
. Mr P. Тновмеўскоғт: From October rst, 1951, 
to September 3oth, 1952, there were 2,034 bank- 
ruptcies. For the annual periods ended August 31st, 
I951,. 1950 and 1949, the numbers were 1,948, 
1,809 and 1,432 respectively. 
, Sir L: Ropner asked the President of the Board of 
Trade the number of bankruptcies which have 
occurred in England each month since January 1951. 


Mr P. TuonwNEYcROFT: The figures for a 


and Wales are: 


















January .. 
February ` 
March 
April 

May 

June 

July 
August 
September 
October .. - 
November 
December 





Hansard, Oct. 30th, 1952. Written Answers, Col. 231. 


` | . Tax-Allowances: School Fees | 
Major Hicks Веасн asked the Chancellor of.the 
Exchequer whether he will consider. giving income- 
tax allowances to persons-who send their children to 
schools entirély at. their own. ереше рае апу 
assistance from the. State... + 5 " 
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"Mr Вбур-САКРЕМТЕК: My right hon. friend will 


consider the hon. and gallant member's suggestion, 
in common with other- suggestions for tax’ relief, 
when he is framing his next year’s Budget proposals. 


Hansard, Oct. 30th, 1952. Written Answers, Col. 237. 


Tin Production: Tax Relief 


МЕ Sroxes asked the Chancellor ‘of the Exchequer 
whether he will give consideration to some form of 
tax relief which would encourage the further develop- 
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ment of the production T. non-ferrous sies in thís 


country, particularly of tin. 

Mr Bovp-CanPENTER: I would seid the right 
hon. gentleman that provision has.been made in this 
year's Finance Act for new allowances to be given 
for tax purposes in respect of certain kinds of expendi- 
ture incurred by mining concerns, including expendi- 
ture on abortive exploration outside the source being 
worked. I cannot anticipate at this stage whether any 
further action may prove necessary or desirable. 


: Hansard, Oct. 3oth, 1952. Written Answers, Col. 238. 


NOTES AND NOTICES 


Personal 
Messrs Norton, Derru & Co, Chartered Account- 
ants, of 14-18 Queen Victoria Street, London, EC4, 
and of Felixstowe and Worthing, announce that 
they have admitted their managing clerk, Mr C. V. 


HARVEY, A.C.A., as a partner as from October rst, : 


1952. The practice will be continued at the-same 
addresses without change of name. 
: Messrs BALL, Baker & Co, Chartered Accountants, 


of Spencer House, South Place, ‘London, EC2, an- . 
nounce that Mr MICHAEL St AUBYN MOORE, A.C.A., has - 


been admitted a partner as from November Ist, 1952. 

Messrs Гален Lawer & Hooper and Messrs 
LawLER, НоорЕК & Co, Incorporated Accountants, 
of.55 Hoghton Street, Southport, announce that they 
have admitted as a partner Mr CoLIN MEAD, A.C.A., 
A.S.A.A., who served his articles with the firm and who 
has since béen associated with them. The practices 
will be-continued at the same address without change 
of name. 

Messrs Hays, Axers & Hays, Chartered Account- 
ants, of 1 Queen Victoria Street, London, EC4, 
announce with regret the death on October 22nd, 
1952, of Mr Eric JOHN GURTEEN WEBB, M.C., F.C.A. 
The practice will continue to- -be carried on by the 
remaining partners. 

Mussrs WATTS, Grecory & Co, Incorporated 
Accountants and ' Auditors, of 12 Museum Place, 
Cardiff, announce that as from November rst, 1952, 
the practice will be carried on by Messrs G. L. 
CROOM, A.S.A.A and К. E. WILLIAMS, a.s.a.a, The 
style. of the firm will remain unchanged. 

Mr Epwarp WILLIAMS, Е.С.А., and Mr Owen 
Trevor TOLLIT, A.C.A., practising under the title of 
Messrs WALTER CONWAY & Co, Chartered Áccount- 
ants, at Old Bank Buildings, Chester, announce that 
as from October 31st, 1952, they are dissolving their 


partnership. As from that date Mr Epwarp WILLIAMS,- 
F.c.A., will practise in Chester under the style of . 


Water Conway & Co, and Mr Owen TREVOR 

TOLLIT, A.C.A., will practise in his own name in the 

same city. ; 
Professional Notes 

Mr L. W. Robson, F.C.A., F.C/W.A., has been appointed 

a ‘director of Henry Meadows Ltd.. Early - last 

month Mr Robson was appointed deputy chairman 


of Associated British Engineering Ltd, which controls: 


the company. 
Mr L. J. Brown, A.&4.4., has been appointed 
managing director of Electric & Musical Industries 


Ltd. For some years Mr Brown has been comptroller ; 


to the company but is now relinquishing this posi- 
tion. He still retains his directorships of a number of 
the company’s principal subsidiaries. 

„Мг У. Watson, С.л., has been appointed to suc- 
ceed Mr J. B. Crawford, who retires on November 
30th, as treasurer of the Bank of Scotland. Mr 


Watson who is at present a director of the bank will ` 


remain.on the board but is resigning his other 
directorships apart from that of the Standard Life 
Assurance Company. 


Official Receiver Appointments 
The Board of Trade has announced the following 
appointments: 

Mr William Armstrong to be Assistant Official 
Receiver for the Bankruptcy District of the County 
Courts of Newcastle-upon-Tyne, Durham and 
Sunderland; and also for the Bankruptcy District of 
the County Courts of Stockton-on- Tees, Middles- 
brough and Darlington, the appointment taking 
effect from September 16th, 1952; 


Mr Frederick Dirs to be Assistant Official Receiver . 


for the Bankruptcy District of the County Courts of 
Brighton, Eastbourne, Hastings and Tunbridge 
Wells, as from October 13th, 1952; 

Mr Ralph Arthur Donovan Copper to be Assistant 
Official Receiver for the Bankruptcy District of the 
County Courts of Southampton, Bournemouth and 
Winchester; the Bankruptcy District of the County 
Courts of Portsmouth, Newport and Ryde; and also 
for the Bankruptcy District of the County Courts of 


Salisbury, Dorchester and Yeovil, this appointment 


taking effect from August 18th, 1952. 


Companies Act, 1948: Sections 322 and 362 
: WINDING UP OF COMPANIES . 

The Treasury. has made Orders under Sections 322 

and 362 of the Companies. Act, 1948, which revise 

the rates of interest which fall to be prescribed by 

the 'Treasury under those sections. 


Subsection (1) of Section 322: of the Companies’ ` 


e 


| 
| 
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Act, 1948, provides that, where a company is being 


wound up, a floating charge on the undertaking or 


property of the company shall in certain circum- 


. Stances be invalid, except to the amount of any cash. 


paid to thé conipany at the time of, and in considera- 
tion for, the charge, together with interest on that 
amount at the rate of 5 per cent per annum or such 
rate as may for the time being be prescribed by order 
of the Treasury. The Companies Winding Up 


(Floating Charges) (Interest) Order, 1949, which : 


prescribed a rate of 4 per cent per annum, is revoked 
by. the new. Companies Winding Up (Floating 
Charges) (Interest) Order, 1952,! by which the rate 
is restored to 5 per cent. 

Subsection (4) of Section 362 provides that, when 
the balance at the credit of any company’s account 


in the hands of the Board of Trade exceeds £2,000, - 


and the liquidator gives notice to the Board that the 
excess is not required for the purposes of the liquida- 


tion, the company shall be entitled to interest on the | 
excess, The Companies Liquidation Account (Inter- 


est) Order,.1949, prescribed a rate of 1 per cent per 
annum; that Order is revoked by the Companies 
Liquidation Account (Interest) Order, 1952,* by 
which the rate now reverts to 2 per cent per annum, 

Both Orders came into operation on November 
Ist, 1952. 


Central Land Board and War Damage 
Commission 


CHANGE OF ADDRESS 


The headquarters of the Central Land Board and’ 
War Damage Commission have been moved from . 


Devonshire House, Mayfair Place, Piccadilly, Wr, 
to 6 Carlton House Terrace, London, SWr. 


Censuses of Production for 1952 and 1953 
SAMPLING. METHODS TO BE USED FOR First TIME 
Census for 1952 


An Order indicating the scope of the census of pro- ` 
duction to be taken in 1953 for the year 1952 has been ` 


made by the Board of Trade. Undertakings producing 
coal, gas, electricity, oil shale, crude or refined 
petroleum or shale oil products are exempted from 
making census of production returns to the extent to 


which they supply the necessary. information to the - 


Minister of Fuel and Power.® 


As announced in December 1951, sampling will be used . 


in the census for 1952 for the first time. The use of sampling 


1 S.I. 1952, No 1865, H.M.S.O., 2d net. 

18.1. 1952, No 1864, H.M.S.O., 2d net. 

*'The Order, which operates from December 31st, 1952, is 
the Census of Production (1953) „(Returns and Exempted 
Persons) Order, 1952. H.M.S.O. 2d. 









56 VICTORIA STREET, LONDON, S.W.I 


JOHN. FOORD & COMPANY 
2e s VALUERS, AND ASSESSORS, 


- . OF. WORKS, FACTORIES, Etc... .. 


THE ACCOUNTANT | 563 


methods is facilitated by the fact that details of output and 
the usage of certain materials wére obtained in the census 
for. 1951. This information ‘could not be obtained in the 
census in sufficient detail-by sampling methods, owing to 
the complexity of the national industrial structure. 'The 
adoption of sampling’ methods will relieve a large propor- 
tion of the smaller and medium-sized establishments of 
the need to make a return. ‘Moreover, fewer questions will 
be asked than in any previous census. In sum, therefore, 
there-will be a very considerable reduction in the demands 
made by the census upon industry, Ns 
Census for 1953 
The census of production. to ‘be taken in 1954 in 
respect of the year 1953, will be on the same simplified 
basis as that adopted for the previous year. The 
decision to take a simplified ‘sample’ census for the 
second year in succession has been made after con- 
sultation with the Census. of Production Advisory 
Committee. The censuses for, 1952 and .1953 will 
cover all producing industries and returns. will be 
required from all firms over a certain size in each 
trade. ^ 

From the information obtained, early estimates will’ 
again be made of certain important aggregates such as 
total sales, materials used, stocks, and capital expenditure 
for each trade. The statutory form of return for both years. 
will include questions on working Proprietors; average . 
employment during the year; wages and salaries; plant,- 
machinery and vehicles; new building work; total materials ' 
and fuel purchased; work given out; stocks at the beginning 
and end of the year; total output; and transport payments. 

The following are the principal simplifications compared 


. _ with the census for 1951: 


Output (Sales): total only; no detailed analysis. 

Materials purchased: total only; no detailed analysis ‘of 
usage. 

Employment: no detailed analysis; average number of 
operatives and of administrative, technical, and clerical 
employees, 

Wages and salaries: no details of payments to опа 
or national insurance payments, 

Further details-of the statutory form for the census 


. to be taken in 1954 for 1953 will be sent to trade 
associations as soon as possible. Any firms in the 


field of production requiring further particulars about 
the census for 1953 should write to the Census of 
Production Office, Neville House, Page Street, . 
London, SWr. EE ; 


Incorporated Accountants' Birmingham 
and District Society 
DIAMOND JUBILEE DINNER : 
The Incorporated . Accountants' Birmingham and 
District Society held its diamond jubilee dinner at 
The Grand Hotel, Birmingham, оп October 31st, 
under the chairmanship of its President, Mr John J. 


' Potter, F.s.A.A.. Mr and Mrs Potter together with 
Мг C. Р. Barrowcliff, ¥.s.a.a., President of the 


Society of Incorporated Accountants and Auditors, and 





Telephone: Victoria 2002 (3 lines) 
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Mrs Barroweliff, received the 266 members and guests. 
- Proposing the toast of “The City of Birmingham’, 
Mr W. G. A. Russell, F.S.A.A., immediate past 
president of the Birmingham and District Society, 
referred to Birmingham as a ‘city of a thousand 


trades’ and made particular reference to the. great. 


waterworks undertaking which has recently been 
openéd by H.M. The Queen at Claerwen. The Lord. 
Mayor in his reply stressed the importance of the 
cultural life of the city. 

The toast of ‘The Society of Incorporated Account- 
arits and Aüditorg' was proposed by Mr T. E. Hurst 


and the response was given by Mr C. Percy Bárrow-. 


cliff who concluded by saying "The burning question 
at the moment is «ће. immediate. reduction in the 
present level of taxation’. 

The chairman, Mr John J. Potter, F.s.a.a., pro- 
posed a toast to the guests and the Mayor of Sutton 
Coldfiéld replied. : 


- The guests included Alderman W, Т. Bowen (Lord Mayor 
of Birmingham) and the Lady Mayoress; Councillor W. F. 
Taylor (Mayor of Sutton Coldfield) and the Mayoress; 

derman B, H. Gardener (Mayor of Coventry) and the 

Mayoress; Alderman Mrs A. E. Leonard, j.P. (Mayor of 
Smethwick) and Councillor Mrs O. B. Pace (Mayoress); 
His Honour Judge Forbes and Mrs Forbes. 
: Mr P. E. Sandlands; Q.C., O.B.E, D.L. (Recorder of 
Birmingham) and Mrs Sandlands; Mr T. E. Hurst (District 
Manager, Lloyds Bank Ltd) and Mrs Hurst; Mr Sydney 
Vernon, LL.M. (Pro-Chancellor, University of Birmingham), 
and Mrs Vernon; Mr P. H. Hubbard (U.S.A. Consul); 
M Leautier (Consul for France) and Madame Leautier. 

Mr I. A. F. Craig, 0.B.E., В.А. (Secretary, The Society of 
Incorporated Accountants and Auditors). and Mrs Craig; 
Mr H. J. Gittoes (President, The Birmingham and District 
Society of Chartered Accountants) and Mrs Gittoes; Mr 
H. J. .Dunkerley (Controller, В.В.С. Midland Region) and 
Mrs Dunkerley; Mr K. Milliken Smith (Chairman, Birming- 
ham Stock Exchange Association) and Mrs Milliken Smith; 
Mr G. Corbyn Barrow (President, Birmingham Law ‘Society); 
Mr E. Downward (President, Incorporated Accountants’ 
District Society of North Staffordshire); Мт D. M. Green 
(Chairman, Birmingham and District Branch, Chartered 
Institute of Secretaries) and Mrs Green; Mr J. A. Gopsill 


(President, Birmingham and District Society of Certified and. 


Corporate Accountants) and Mrs Gopsill; Mr W. H. 
Hancock (President, Birmingham and District. Branch, 
Institute of Cost and Works Accountants) and Mrs Hancock. 

Mr T. Harold Platts (Vice-President, Incorporated 
Accountants’ Birmingham and District Society); Mr D. C. 
Crombie (H.M. Principal Inspéctor of Taxes) and Mrs 
Crombie; Mr and Mrs Н. N. Iley; Mr and Mrs Н. F. Bill; 
Mr W. C. Cuningham and Miss Cuningham; Mr J. W. 
Richardson (Vice-President, Incorporated Accountants’ Dis- 
trict Society of Sheffield) and Mrs Richardson; Mr W. H. 
Rhodes (President, Incorporated Accountants’ District 
Society of Leicester) and Mrs Rhodes; Mr and Mrs J. С 
Wood, Mr H. B. Huntington-Whiteley (Hon. Secretary, 
Birmingham Chartered Accountant Students! Society); and 
Mr R. F. Emmerson (President, West of England District 
Society of Incorporated мн 
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" Incorporated Accountants’. Lodge ^ . 
The installation meeting was held on October 28th, 


1952, at Freemasons’ Hall, London, WCa2, at which 
W. Bro. C. V. Best installed his successor .Вго. ` 


W. H. C. Wayte. 


W. Bro. Wayte invested the following officers: 


W. Bro. C. V. Best, [.P.M.; Bro. J. А. Jackson, 
S.W.; Bro. J. C. Chaumeton, ЈИ W. Bro. У. J. 
Crafter, Treasurer, W. Bro. A. S. Darr, . Secretary; 
V.W. Bro. H. A. В. J. Wilson, Р.С; Bro. E. B. 
Trimmer, 7.D.; У. Bro. E. J. Р. Garratt, А.Р.С.; 
W. Bro. А. A. Garrett, Almoner; Bro. E. J. Hakim, 
I.G.; Bros. H. L. Brown, F. R. Marshall, 
Stewards, W. Bro. A. C. Chitty, Tyler. 

Among the large number of guests were V.W. 


Bro. C. Erskine Simes, Q.c., Deputy Grand Registrar; 
W. Bro. Robert Bell, РМ. Ribblesdale, Ireland; 


and W. Bro. W. D. Smedley, W.M., of the Sempers 
Vigilans Lodge. 

Secretary: A. S. Darr, 35 New Broad Street, 
London, EC2. 


The Ghartered Accountant Students' Society 


of London 
SENIOR DEBATE 


А: senior debate for members who have aba part 
in earlier courses for speakers has been arranged for 
Wednesday, November 12th, 1952. The motion for 
discussion is "That science has gone too far’. The 
debate will begin at 5.30 p.m. in the Oak Hall of the 
Institute. 

This is the second of the debates provided i in, the 
aütumn session, in response to the suggestions , of. 
members, in order to give opportunities for fürther 
practice in public speaking. It is hoped that, many 
members will attend and that óut of these ‘senior’ 
debates a permanent debating group will develop: 

If sufficient demand is apparent amongst. the 
members present at this. ieeting, a dinner debate. 
vill be arranged nearer Christmas time. 


LECTURE MEETING 


‘The installation of a costing system’ will be ‘the 
subject of a lecture by Mr Lawrence W. Robson, 
F.C.A., F.C.W.A., 0 be given to London students next 
Monday, November roth. The lecture continues the’ 
series on ‘Cost accounting’ which is the subject of 
the autumn session. 
The meeting, at which Mr W. С. Campbell, B.A., 

F.C.A., will occupy the chair, will be at 5.30 p.m. in 


Kensington Town Hall, Kensington High MESES 


Hu WS. 
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ESTABLISHED 1874 


COMING LEGISLATION 


HE QUEEN’S speech from the throne to the Houses of 

Parliament at the opening of the new session contained 

announcements of new legislation on a number of subjects 
of interest to the accountancy profession. 

Three bills promised in the speech have already been published. 
Perhaps the most controversial of these is the Iron and Steel Bill, 
whose purpose is to make arrangements for the future supervision 
of the iron and steel industry and the return to private ownership 
of those undertakings which have been nationalized. This second 
object, the unscrambling of the eggs, is likely to be a complicated 
and uncertain process. It is one thing to acquire shares com- 
pulsorily, it is quite another to induce persons to buy them back 
of their own free will at a price which will not involve the State 
in heavy loss, particularly while there is always the possibility of 
renationalization in the event of a change of government. 

Under the propcsals, the Iron and Steel Corporation of Great 
Britain will cease to exist when its final accounts have been 
prepared. Its assets and liabilities will be taken over by a new body, 
the Iron and Steel Holding and Realization Agency, but liability 
for British Iron and Steel Stock will be taken over by the Treasury 
and renamed '33 per cent Treasury Stock 1979-81’. 

When the transfer takes place, on the appointed day, the various 
undertakings will become subsidiaries of the Agency, which will 
have the duty of transferring them back to private ownership. 
Understandably, no time limit is laid down for this process, and 
in the meantime the Agency is to promote the efficient direction 
of its subsidiaries. With Treasury consent, the Agency may 
borrow up to £10 million and may lend money to its subsidiaries 
and other companies in which it is interested. The process of 
realization is to be eased by an exemption from stamp duty of 
transfers of assets to or from the Agency. Capital stamp duty in 
respect of an increase in authorized capital for the purpose of 
the Agency is also remitted. It is announced that no estimate can 
be made of the cost of this concession, which indicates how 
problematical the eventual proceeds of realization are regarded 
as being. The Agency will have the normal powers of share- 
holders, including the power to wind up, amalgamate or recon- 
struct the companies controlled by it, but these powers will be 
exercisable only with the consent of the appropriate department. 
Certainly the Agency will have a difficult and involved task 
before it. 

In addition to the Agency, there will be an Iron and Steel 
Board, to be appointed by the Minister of Supply, with the duty 
of generally supervising the iron and steel industry. Its task will 
be to promote the efficient, economic and adequate supply of iron 
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= and steel under competitive conditions and to 
watch -productive capacity, supplies of raw 
material prices, and other matters. One of its 
duties will be to consult with the industry with a 
view to securing necessary capital development. 
The Minister will have power to provide such 
development and to maintain plant which would 
otherwise be closed down. On the other hand, 
the Board may veto proposed capital expenditure 
in the industry which it considers may seriously 
prejudice the proper development of that industry. 
It may also fix price maxima and arrange for the 
import of raw materials. 

Both the Board and the Agency are to make 
annual reports and submit audited accounts. 

Another controversial measure is the Transport 
Bill Its main purposes are to provide for the 
disposal of the nationalized road haulage under- 
takings and to make modifications in the position 
of the British Transport Commission. The Bill 
now published is a revised version of the original 
Bill, which was based on the White Paper, 
reviewed in our issue of May 17th, 1952. 

In general the revised Bill removes some of the 
uncertainties raised by the original Bill. The date 
for the cessation of the 25-mile limit for vehicles 
with А or B licences is to be fixed at January 156, 
1955, instead of being left to the discretion of the 
Minister of Transport. The proposed levy on the 
road haulage industry is to come into force on 
January 1st, 1954. It is expected that these two 
changes will facilitate the disposal to the public 
of the road haulage units now operated by- the 
‘Road Haulage Executive. Moreover, the compen- 
sation payment, out of the levy, for the Execu- 
tive’s loss from disturbance while its assets are 
being disposed of, is to be fixed at {1 million. 
In view of the invasion of the Transport Com- 
mission’s monopoly, the Commission is to be 
given more extended powers in the matter of the 
fixing of rates. The schemes for area authorities 
are to be published and discussed before being 
` adopted. Representative bodies will be able to 
make representations on these schemes. 

'The New Valuation Lists (Postponement) Bill 
has been made. necessary by the failure of the 
Inland Revenue Valuation Branch to carry out 
‘the revaluation of property provided for in the 
Local Government Act, 1948. Section 33 of that 
Act transferred this task to the valuation branch 
from tbe local assessment and valuation com- 
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mittees. Section 34 provided for the preparation 
of nex lists to come into force in April 1952, with 
power to the Minister to defer this until 1953. 
This he did in December of last year. However,’ 
even Acts of Parliament cannot achieve the 
impossible, and it has long been clear that the new 

lists could not be ready by 1953. The new Bill | 
leaves the date to be specified by the Minister 
in an order. It applies to England and Wales only. 

This postponement of rating valuation means 
a further postponement of Schedule A revalua- 
tion, for this is not to be attempted until the 
rating valuation is disposed of. 

'This is the time of the year when the con- 
tinuance or otherwise of ‘wartime’ emergency 
legislation has to be considered. An Expiring 
Laws Continuance Bill has been published, which 
continues, inter alia, the Furnished Houses (Rent 
Control) Act, 1946, and the Rent of Furnished . 
Houses Control (Scotland) Act, 1943. Signifi- 
cantly, there is no provision this year for the 
continuance of Section 1 of the Local Authorities 
Loan Act, 1945, which compelled local authorities 
to borrow from the Public Works Loan Board. 

A White Paper published on November 5th? 
announces the Government's intention to revoke 
nine Defence Regulations before December го — 
regulations which cover matters so diverse as 
the penalty for allowing dogs to stray on allot- 
ments and the modification of medical prescrip- 
tions where certain drugs are scarce. No doubt 
all those people who have been waiting for the 
day when they can let their dogs run wild over 
allotmeats will welcome this new freedom. 

Othe- regulations are to be allowed to lapse, 
none of them being of great importance. They 
include the Defence (War Risks Insurance) 
Regulations, 1940, the Defence (Women's Forces) 
Regulat ons, 1941, the Defence (Industrial Insur- 
ance) Regulations, 1943, and Regulations 8 and 9 
of the Defence (Trading with the Enemy) 
Regulatons, 1940. Finally, certain regulations 
are to be revoked on the passing of the Emergency 
Laws (Miscellaneous Provisions) Bill. These. 
include the Defence (Administration of Justice) 


- Reguletions, 1940. 


So far, the Government has shown no signs of 
repentarce on the matter of excess profits levy, · 
but it may be that a fairly general fall in profit 
levels will kill the levy nevertheless. | 


1 Cmd. 3686, H.M.S.O., 4d net. 
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CENTRAL AFRICAN FEDERATION 
INCOME TAX PROPOSALS 


HE proposed federation of Southern 

Rhodesia, Northern Rhodesia and Nyasa- 

land naturally raises many problems, not 
least of which are the financial ones. A fiscal 
commission was 526 up by the Governments of 
the United Kingdom and the above territories in 
accordance with Chapter VI of the Draft Federal 
Scheme which was published last June as a 
"White Paper.! Of its seven terms of reference, 
the third was as follows: 

"To consider, in particular, what form of taxation 
on incomes would be best adapted to the needs of 
such a Federal system, bearing in mind the 
desirability of easuring as far as circumstances 
permit, a uniform practice throughout the Federal 
area as regards reliefs and allowances.’ 

This, of cours2, was only one facet of the 
Fiscal Commission's task of considering how the 
total revenues of the three constituent Govern- 
ments and the Federal Government were to be 
collected and distributed in such a way as to 
preserve the financial autonomy of the former in 
the sphere of government assigned to them, while 
at the same time ensuring that the financial 
resources of the whole area were applied for its 
benefit as a whole. 

The report of the Fiscal Commission has also 
been published as a White Paper? and is under 
consideration by the Governments concerned. 

On income-tax, the report points out that the 
three separate systems now in force are not 
fundamentally diferent and that the drawing up 
of a uniform sys:em based on them should not 
be difficult. Th2 present Northern Rhodesia 
and Nyasaland laws are based on a model 
ordinance draftel about thirty years ago and 
designed for colonies in an early stage of develop- 
ment, and there has been no codification or 
consolidation since then. In Southern Rhodesia, 
the current law is based on the Income Tax 
Consolidation Act, 2948, which is designed to 
meet modern conditions and is sufficiently 
similar to South African law to enable decisions 
on that law to be used as a guide. Despite these 
differences, the systems in the three territories are 
similar in practical working. Accordingly, the Com- 
` 1 Спа. 8573, H.M.S.O. 

3 Ста. 8672, H.M.S.O., 15 3d net.. 


mission recommends that the new Federal system 
be based on the 1948 Act of Southern Rhodesia. 
The report leaves the precise details of the new 
system to a future expert committee, but it 
draws attention to a number of points considered 
to require attention. These include the redemp- 
tion of capital expenditure incurred on mining 
operations, the taxation of free passages and rail 
fares, allowances for conservation works, income 
from abroad, and the question of exemption of 
Airicans. 
. 'The report contemplates the abolition of the 
three separate systems, both to save taxpayers the 
trouble of complying with two separate sets of 
regulations, and to make economical use of the 
trained staff available. However, the Federal 
Government would not retain the whole of the 
income-tax revenue: 40 per cent of it should be 
handec over to the three constituent governments, 
i.e. 17 per cent to each of the two Rhodesias and 
6 per cent to Nyasaland. These figures are, of 
course, provisional. 
` In addition to its share of the Federal income- 
tex, each constituent. Government would be able 
to levy direct a surcharge on the basic Federal 
tax, consisting of a simple percentage addition 
to that tax for each person. In the case of com- 
panies, the surcharge would be a specific propor- 
tion of such part of the company's income аз. is 
determined by the Federal Income Tax Depart- 
ment zo have been derived, during the year of 
assessment, from sources within the territory 
levying the surcharge. This system resembles 
that ir use in the Union of South Africa, but the 
report contemplates an even simpler arrangement 
than obtains there. The Commission 


‘hope to avoid the conflicts which have occurred 
so frequently in regard to income-tax in the 
history of federations’. 

The report also contemplates a power on the 
part of the Federal Government to impose a . 
Federal surcharge in. time of war or other 
emergency connected with defence, but only on a 
declaration by the Governor-General that such a 
state of emergency exists. | 

In view of the proposed power of the separate 
territcries to levy simple surcharges, the Fiscal 
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Commission considers that the Federal tax 
system should be on a progressive basis, like 
other modern income-tax systems. It points out 
that in Northern Rhodesia there is no element of 
“super-tax’ on the higher personal, incomes, the 
standard rate being the maximum. Adoption of 
the Commission's proposals will accordingly 
bring an increase in tax on personal incomes 
exceeding £3,000 in Northern Rhodesia, but, as 
the total income-tax revenue there is considered 
to be sufficient, there should be a corresponding 
fall in the tax on lower incomes. The other two 
territories already have ‘progressive’ systems, 
using the word in its tax sense. 

The staffing of the proposed income-tax 
department is mentioned in the report of the 
Civil Service Preparatory Commission, which is 
also under consideration.! If the Proposals of 
1 Cmd. 8673, H.M.S.O., 25 net. 


THE FINANCE 
PROFITS TAX 


Statutory Undertakers 
"€ 29 (1) of the Finance Act, 1951, 








made statutory undertakers liable to profits 
tax but only at 1o per cent, i.e. only at the 
rate generally applicable to undistributed profit. 
Section 29 (2) provided that distributions received 
from statutory undertakers were not to be treated 
as franked investment income in the recipient's 
hands but his liability to profits tax was to be 
reduced by 10 per cent of the distfibution. 
Paragraph 4 of the Seventh Schedule now 
reduces the то per cent to 24 per cent. | 
The paragraph applies also where a member of 
a group receives interest etc. from another 
member which has been disallowed in the 
payers profit computation but included in the 
recipient’s profit computation (Finance Act, 1948, 
Section 69). The allowance to the recipient is 
now to be 22 per cent instead of 10 per cent, 
, 
Section 34: Remuneration of Working 
Directors 
Secticn 34 enacts a new paragraph 11 of the 
Fourth Schedule to the Finance Act, 1937, which 
lays down maxima for the remuneration . of 
directors of director-controlled companies. The 
new paragraph operates as from January rst, 
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the two Commissions were adopted, there would 
be a Commissioner of Income Tax at the Federal 
headquarters together with a deputy, and the 


existing offices at Salisbury, Bulawayo, Ndola 4 
and 3lantyre would also continue. As the officers: ; 
in charge of the regional offices would have по - | 


responsibility in the matter of policy, their status 
would be lower, but a good deal of authority 
would have to be delegated to them in view of the 
great Cistances and local variations. 

The report refers to the difficulty of obtaining 
qualified and experienced staff in this field. One 


way tc economize in the use of that staff is to 


institute a system which avoids waste of time 
and effort, and it is to be hoped that the experts 
who draft the new system will take full heed of 
the shortcomings of the system in the United 
Kingdom and will be able to set an example for 
our own administrators to copy. 


ACT, 1952 —XIX 
(CONTINUED) 


1952, which in every case will mark the beginning 
of a chargeable accounting period (Section 33 (3)). 

As Lefore, the remuneration of whole-time 
service directors is exempt from restriction, and 
the overriding maximum and minimum for .the. 
other cirectors are still {15,000 and {£2,500 
respectively, assuming that so much has been 
charged in the company’s accounts or is assess- 
able under Schedule E. Subject to these over- 
riding figures of £15,000 and £2,500 the normal 
maximum is still 15 per cent of the profit, the 
profit being computed by adding back the 
remuneration of all directors other than whole- 
time service directors. The amount added back 
includes benefits in kind not charged in the 
accounts but treated as remuneration for income- 
tax purposes of the person receiving the benefits. 

Once again the normal maximum of 15 per 
cent (or £2,500 if more). is subject to increase 
where for more than half of the chargeable 
accounting period there were two or more 
directors who were required to devote substan-. 
tially the whole of their time to the service of 
the company in a managerial or technical 
capacity and were not whole-time service 
directors. Such directors may conveniently be 
called ‘full-time directors’ and the alternative 
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maximum ‘the full-time director maximum’. 


The normal full-time director maximum (for ' 


both full-time ard part-time directors) is as 


- follows: £ 
'T wo full-time directors 4,000 
Three M . 5,500 
Four or more full-time directors 7,000 


_As stated, the remuneration must have been 
charged in the accounts or assessed to Schedule 
E. Moreover, for the purpose of the full-time 
director maximum, any excess over {£2,500 for 
the highest paid full-time director is disallowed, 
likewise any excess over [1,500 for any other full- 
time director. However, where the ‘highest paid 
full-time director falls short of £2,500 but there 
are other full-time directors over £1,500, the 
disallowance for the latter is reduced by the 
deficiency of the former. There is no provision for 
the set-off of excesses over {1,500 against 
deficiencies under £1,500. 

In the following examples it is assumed that 
all the directors shown are full-time. In each 
case the maximum allowance (assuming it 
exceeds the 15 pez cent) is the lower of the totals 
in columns 4 and 5. 










































































(x) (2) (3) (4) (5) 
Excess 
Actual over Deficiency Over- 
remuner- £2,500, below Allow- riding 
ation (A.)or £2,500 able maxi- 
£1,500 (A. only) amounts тит ` 
(others) . 
i £ £ £ £ 
í .. 5,000 2,500 — 2,500 
B. .. 500 — — 500 } js 
£5,500 £2,500 £3,000 £4,000 
£ £ £ £ 
" +. 3,000 500 — 2,500 
B. 2,000 500 — 1,500 j oe 
£5,000 £1,000 £4,000 £4,000 
ON £ £ £ £ £ 
Е 2,100 — 400 2,100 
B 1,800 300 — 1,800 } 4,000 
£3,900 зоо £400 £3,900 {£4,000 
(d) £ £> £ £ £ 
A. .. 2,200 — 300 2,200 ЯКА 
В. 1,900 400 — 1,800 4 
балоо Хасо £300 £4,000 £4,000 
(e £ £ £ £ £ 
А. 2,000 500 — 2,500 7) 
B. .. 2,102 600 — 1,500 > 5,500 
C. 800 — — 8оо J 
£5,900 £1 лоо £4,800 £5,500 


a 
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(Р f £ £ £ £ 
A. 2,100 S 400 2,100 
B. 2,000 500 = 1,900 
C. 2,000 500 — 1,560" [4959 
D. 300 — — 300 
£6,400 £1,000 £400 £5,800 7,000 
(g) £ £ £ £ £ 
À. 2,000 TE 500 2,000 
B. 1,900 400 Е с 
C. 1,800 300 == 1,600 
D. 1,600 100 — 1,500 пе 
Е. 1,600 100 — 1,500 
F. 1,100 — == 1,100 
£10,000 £900 £500 £9,600 £7,000 














The various sums mentioned in the Act relate 
to a chargeable accounting period of twelve 
months. Where the period is shorter, all the sums 
are reduced in proportion (paragraph 11 (3)). 

Paragraph 11 of the Fourth Schedule to the 
Finance Act, 1937, as amended by Section 34, 
now contains a new sub-paragraph (sub-para- 
graph /(4)) which gives statutory sanction to the 
long-standing concession in the case of a company 
which is director-controlled for part only of the 
chargeable accounting period. In such a case, 
the disallowance is computed for the full period 
and then is to be feduced to the proportion of the 
chargeable period during which the company 
was director-controlled. The existence of full- 
time directors need not, apparently, be cotermin- 
ous with the period of director-control. 


Section 35: Interest Paid by Area Gas Boards 
Section 35 is intended to correct a drafting weak- 
ness in Section 40 (3) of the Finance Act, 1947. 
This subsection was designed to ensure, among . 
other things, that payments of interest by an area 
gas board to the Gas Council, under the Gas Act, 
1948, were to be disregarded for profits tax pur- 
poses, i.e. disallowed to the payer and not taxed 
on the recipient. Section 40 (3) is long and 
extremely involved, and it is not surprising that 
the authorities are doubtful whether their purpose 
was achieved or not. Section 35 makes the matter 
tolerably clear, and is retrospective so as to cover 
any shortcoming in the 1947 provision. 


Prohibition of Deduction of Excess Profits Levy 
Section 36 (4) prohibits the deduction of any 
excess profits levy in arriving at profit for the 
purpose of profits tax. The Act is silent about 
deficiency repayments but it is unlikely to be 
argued that these are income receipts. 

(To be continued.) - 
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ESTATE DUTY —II 
The Liability and Valuation of Limited and Partial Interests 
by V. S. HOCKLEY, B.Gom., C.A., A.A.C.C.A. 


Policies of Insurance 


№ | ORMALLY, duty is payable on the pro- 

ceeds of the policy effected by the deceased 

on his own life. The chief cases of limited 
interest arise where a person effects the policy 
but has no claim on the proceeds. Usually, the 
payer of the premium effects the policy and to pay 
the premiums on: the due dates constitutes 
‘keeping up’ the policy. The point to be decided 
is whether the policy moneys belong to the 
nominee or assignee beneficially or whether there 
is a trust, in which event the moneys form part 
of the estate of the deceased. 

Prima facie, an endowment policy effected by 
a parent on the life of a child and for the child’s 
benefit, is the property of the parent, and duty is 
payable on the parent’s death; but where the 
evidence shows that the parent is really a trustee 
of the policy on behalf of the infant child, there 
will be no duty payable on the parent’s death. 
A similar result is achieved where it is shown 
that a trust in favour of the wife has been created; 
no estate duty is ever payable where property is 
held by the deceased as trustee. But all this is to 
be read in conjunction with the rule that a policy 
belongs, prima facie, to whoever pays for it. 

Under the Married Women’s Property Act, 
1882, the wife and/or child get an immediate 
vested interest in a policy nominated ab initio 
in their favour. So that on the death of the 
husband, duty is payable but there is no aggrega- 
tion as the moneys represent property in which 
` the deceased never had an interest. Should the 
wife pre-decease her husband, duty is payable 
by her estate as she had a vested interest in the 
policy. 

A very material question in the case of policies 
kept up for the benefit of the donees or assignees 
is ‘who provides the premiums?’ If provided 
entirely by the deceased his estate is liable for the 
duty involved. If he provided part of the pre- 
miums, his estate is liable for part only of the 
duty. Where a policy is assigned, the deceased 
paying some of the premiums after assignment, 
the donee paying the remaining ones, duty will 
be payable on that part of the policy moneys 
equivalent to the ratio of the premiums paid by 
the deceased after assignment to the total paid 
after assignment. Lord McMillan expressed the 


view in Lord Advocate v. Inzievia Estates ([1948] 
А.С. 402) that ‘any consideration of what hap- 
pened before the assignment is excluded’. Where 
assignrrent takes place within five years of death 
the inter vivos rule operates and duty is payable 
by the estate on the proceeds of the policy less 
an allowance for the premiums paid by the 
assignee. No duty at all is payable where the 
assignment took place more than five years before 
death and all premiums after assignment were 
paid ty the assignee. 


Reversions 

Where a person dies possessed of a reversion, 
estate duty will be payable, the rate depending on 
the aggregate value of all dutiable property pass- 
ing on the death. It will thus become necessary 
to estimate the property in which the life-tenant 
is interested in order to ascertain what will have 
to be deducted from the value of the reversion 
so as <c allow for the value of the life-tenant's 
interest. The market price of the reversion in 
effect is required and no allowance will be given 
for expenses of sale. 

Execvtors have the option of paying duty 
either with the rest of the estate or when the 
reversion falls into possession. If they choose the 
former, ће value may be calculated by deducting 
the valus of the life interest (as in the Succession 
Duty Act tables) from the principal value of the 
reversion at the date of death. If the second 
option is chosen, the duty is calculated on the 
value when in possession and at the rate appro- 
priate to the sum of such value and the rest of the 
estate previously ascertained. 

The value of the reversion will depend on the 
age of ike life-tenant and also on the value of the 
assets forming the trust fund. There is no statu- 
tory method of valuation. Some authorities state 
that the value of quoted securities constituting 
the fund shall be fixed on the same basis as that 
applying to stocks and shares for estate duty 
purposes, ie. one ‘quarter up’ added to the 
lower of the closing prices. There seem to be 
differences of opinion on this. 

"The fixing of prices in this manner is unnecessary 

because of the margins which are subsequently 

taken for depreciation.’ i 
(‘Valuation of Reversions and Life Interests’, 
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Benz and Tappenden. Cambridge University 
Press, 1951.) These margins may refer to the 
deductions made from the market values in order 
; to cover the risks of depreciation in values, and 

" default by the trustees managing the trust funds, 
something very rare in practice. The trust funds 
will also be liable for duty on the subsequent 
death of the life-tenant. As the rate of duty will 
depend on the aggregation of all the dutiable 
property, inquiries should be made as to the 
extent of the property in which the life-tenant is 
interested, the object being to form a proper 
estimate as to the rate of duty payable on his 
death. It is safer to err on the higher rather than 
on the lower side in such estimates. Having 
estimated the rate of duty, an appropriate deduc- 
tion from the value of the trust fund should be 
made. An important exception arises where a 
deceased life-tenant was a party to a marriage 
and duty has already been paid on the death of 
the other party to the marriage. In these circum- 
stances no further duty will be paid. Section 17 
of the Finance Act (No. 2), 1940, protects pur- 
chasers of reversions and mortgages against 
higher rates of duty than that payable on the 
scale of rates in force on the date of purchase or 
mortgage. 

Valuation of Reversions 
The following illustrates the method of valuing 
a reversionary interest for duty purposes: 

Under the will, the widow was to get an annuity of 
{500 per annum; the son to receive one-sixth of the 
residue on his mother’s death. A daughter was to 
enjoy a life-interest in a separate fund of £26,000 
together with a life-interest in one-sixth of the residue 
on her mother’s death. Further, on his sister’s death 
the son was to get one-fifth of her estate. Thus the 
son had two interests in expectancy. The son pre- 
deceased his mother and sister, and his interests 
were valued at his death as shown in adjoining column. 

As mentioned above, executors have an option 
as to when the duty should be paid. It is usual 
to wait, because if payment is made at once, it is 
made out of the free property. There is always 
the possibility of a higher rate of duty being 
payable in the case of deferment, although it 
should be remembered that it is the scale of rates 
ruling at the date of death of the reversioner, 
not that at the date of falling-in, that applies. 

Should the executors, having previously decided 
to wait until the reversion falls in, wish to commute 
the duty because of a mortgage or sale of the re- 
versionary interest, permission to do so may be 
sought of the Commissioners of Inland Revenue 
* who will usually agree unless the life-tenant is 
not in good health. Interest is payable on post- 
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(a) Value of trust funds taken at middle Á 
market price .. .. 17,000 
Less Value of widow's annuity of 


£500 (widow’s age 72) . 3,200 





13,800 
£ 


2,300 








Deceased's one-sixth interest. Я 
(Б) Value of fund upon which + 
daughter’s life-interest based 

(at middle market price) 
-Less Value of daugh- 
ter’s life-inter- 
est (income 
£700 per an- 

num), say .. 
Estimated estate 
duty and costs 
payable on 
daughter’s 
death (say) .. 


. 28,000 


£8,000 


5,000 
— 13,000 








£15,000 








Deceased’s one-fifth interest 3,000 





Value of total reversionary interests £5,300 


There will be no duty payable on the widow's 
death as the assets had already borne duty on the 
death of the testator. 


poned duty from the date the property falls 
into possession (for personal property) and in 
the case of realty, interest will run as if the date 
of falling-in is the date of the reversioner's death. 


Conclusions 
I. Estate duty is payable on the value of property 
passing or which is deemed to pass on death; the 
latter comprises property with limited interests, 
e.g. where 'the interest ceases on the death of 
the deceased'. 

2. Where the interest ceasing is ‘attached’ to 
property, duty is payable on the value of the 
property or if only part of the total income com- 
prises such interest, on the value of the ‘slice’ 
producing that income, i.e. the income is valued 
by reference to the capital on which it is based 
and from which it derives. 

3. À single annuity payable to two or more 
people in succession is dutiable on the death of 
each (other than on the last annuitant) on the 
actual value of the annuity for the remaining lives 
and not on the 'slice' producing the income, 
i.e. an actuarial basis is taken. At the death of the 
last survivor duty will be payable on the septal 
producing the annuity. 


572 | 


4. The same principle applies where the 
annuity is payable to two or more persons for 
their joint lives and then to the survivor. 

5. Where there is joint property, if the deceased 
provided the whole, the whole is dutiable; if the 
deceased provided none, his share is dutiable if 
he were entitled to a severable share. There are 
a number of important presumptions with joint 
property which, nevertheless, may be rebutted. 

6. Policies of insurance under the Married 
Women’s Property Act, for the benefit of a wife 
or child, are dutiable if the husband or father 
pre-deceases. There is no aggregation of the 
proceeds with the rest of the father’s estate. 

7. In cases other than wife or child, the 
effecting of the policy does not normally convey 
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a legal right to the money, which will therefore 
be part of the deceased's dutiable estate and will 
be subject to aggregation. But the position is 
governed by the question as to who pays the 
premiums. 

8. Duty is payable on the death of a reversioner 
either on the value as at the date of death, or on 
the value when the interest falls into possession. 
The reversion is to be valued at the market value 
at the date of death, less a deduction for the value 
of the Hfe interest and for the duty payable out 
of the trust funds on the death of the life-tenant; 
and ths value is required, even if payment of 
duty is deferred, in order to fix the rate on the 
other p-operty passing at the death. 

(Concluded.) 


ACCOUNTANTS IN JAPAN 


THE LIFE OF A FOREIGN CERTIFIEO PUBLIC ACCOUNTANT 
by E. J. V. HUTT, F.S.A.A., C.P.A.(Japan) 


certified public accountant in Japan must 
hold a recognized qualification of the 
United Kingdom or be a member of one of 
the societies of certified public accountants of 
the United States. The Control Commission in 
Japan may deem a qualification obtained in a 
country other than the United Kingdom or the 
United States, the equivalent of one obtained in 
the United Kingdom or the United States. It is 
also necessary for a *would-be' foreign certified 
public accountant to. have an interest in a practice 
in Japan, and to have a working knowledge of the 
legal code. | 
It is necessary for all those not holding an 
equivalent foreign qualification and desiring to 
qualify, to serve three years in an instructing 
certified public accountant’s office and to pass 
examinations which are similar in scope to the 
American Certified Public Accountants’ examina- 
tions. Passes in the final examinations to date 
have averaged about 10 per cent of those sing 
the examinations. 


А FOREIGNER intending to qualify as а 


Boundless Scope 

There аге: only a few hundred certified public 
accountants in Japan where an organized pro- 
fession is now being born. As Japan is highly 
industrialized and has a population of over 80 
million, the scope for a Japanese Certified Public 
Accountant is seemingly boundless. 

Every Japanese company having a paid-up 
share capital in excess of Y 1oo million (£100,000) 


is compelled by law to retain the services of a 
certified public accountant who gives his opinion 
on vario.is statements which have to be submitted 
to the Securities and Exchange Commission, a 
body wLich has been modelled on the American 
Securities and Exchange Commiission, and has 
similar functions to perform. 

The American form of accounting, Ámerican 
terminology and the American certificate have 
been widely adopted. The Securities and Exchange 
Commission have laid down these principles. 

A foreign certified public accountant depends 
to a greet extent on his connexions with leading 
international firms of accountants, whose clients 
are interested in the industrial development of 
Japan, and who are prepared to sell technical 
skill, vital commodities and/or invest moneys in 
Japan. Cutside of this, there is the foreign film 
industry, the foreign newspaper and magazine 
industry, foreign trading organizations, insurance 
and shi»ping interests and various foreign 
charitabl2 organizations. 


Auditors' Heavy Duties 

Foreign organizations in Japan are far away from 
the manzgement of their home offices so that an 
exceptiorally heavy duty falls on the auditor who 
is expected to be critical of the local management, 
and watca for waste, inefficiency and dishonesty. 

While American companies expect a thorough 
and critical survey of the management in addition 


to the usual financial audits, British concerns rely ` 


to a greeter extent on the unaudited reports of 
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their officials on the spot. This seems to be a 
serious loophole in the Companies Act of 1948. 
The principal work of the foreign certified 
public accountant may be summarized as follows: 
(1) Investigations for ii d foreign in- 
vestors. 
(2) Audits for foreign investors. 
(3) Audits of foreign branches. 
(4) Audits of charitable organizations and 
foreign clubs. 
Accounting and Costing Advice 
In addition to the above, many clients require 
routine accounting and costing advice, also both 
the clients and the National Tax Office lean 
heavily on the foreign certified public accountant 
in an effort to reach a fair assessment of yearly 
results. Incidentally, 
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term which it is sometimes difficult to substan- 
tiate in terms of fairness, but nevertheless serves 
as a basis of a decision to the apparent satisfaction 
of all concerned. At present, the tax authorities, 
it seems to me, tend to base their decisions on a 
concern’s financial records and its own policy 
rather than on the facts. _ 

Finally, to obtain any results in Japan, it is 
necessary to like, respect and understand your 
Japanese professional associates and staff. In this 
respect both foreigners and Japanese need 
patience, tact and charm to get along together; 
so much depends on the quality of the supporting 
Japanese staff in the case of investment work. 

In some respects Japan desires to follow the 
West, but we must not overlook that the West can 
also learn from the East, _ 


WEEKLY NOTES 


Intestates Estates Act, 1952 - 


The Intestates Estates Act, 1952, received the Royal 
Assent on October 30th. The original Bill was re- 
viewed in our issue of March 15th last, the salient 
changes being the increase in the statutory legacy of a 
surviving spouse from {£1,000 to £5,000, and the 
conferring on виса surviving spouse of the right to 
have his or her Efe interest redeemed by a capital 
payment. During its passage through Parliament the 
Act has acquired an additional provision. Section 5 
and the Second Schedule are to apply where the 
residuary estate comprised a dwelling-house in 
which the surviving spouse was resident at the time 
of the death. The surviving spouse can require the 
personal representatives to appropriate the deceased's 
interest in the house (including the garden) towards 
the satisfaction of any absolute interest of the sur- 
vivor in the residuary estate. The general idea is of 
course that the death of one spouse intestate should 
not result in the ozher's being driven out of the matri- 
monial home. However, where the dwelling-house is 
also used for business purposes or is held with 
agricultural land, the new right can-only be exercised 
with the consent af the Court. As already indicated on 
March 15th, the new Act amends the Inheritance 
(Family Provisior) Act, 1938. A welcome feature of 
the new Act as passed is that it contains a schedule 
showing the Family Provision Act, as amended, in 


Income Tax in the United States 


The American Institute of Accountants has proposed 
that the date for making income-tax returns in the 
United States should be changed from March 15th 
to April rsth, to give the taxpayer an additional 
month in which to file his declaration of estimated 

. tax. The Institute also proposes that a taxpayer 
` filing a statement showing reasonable cause for 
delay should be given a further, automatic, extension 


of two: months. Similarly, the date for the бай 
amended declaration, it is proposed, should Бе 
changed from January 15th to February 15th. 

The point is made that present complexity of 


taxation makes it difficult for taxpayers, especially 


those running a business, to determine their exact 
income immediately after the end of the year. 
Morecver, the present dates mean that Revenue 
officials and taxpayers’ advisers are swamped with 


-work which is concentrated into a small part of the 


year. 
Ancther recommendation of the Institute is that 


‘a self-employed person be allowed to set aside part 


of his income tax-free in retirement funds. This was 
also proposed by the Keogh-Reed Bill which was 
introduced in the last session of Congress. 

Here in Britain this problem is being examined 
by the second Millard Tucker Committee, about 
which little has been heard for some time. 

As is well known, the American taxpayer is 
penalized if his estimate of his liability is less than 
80 per cent of the final figure. The American Institute 
consicers that this should not apply where the tax- 
payer acted in good faith, particularly where he 
disputes the Revenue view ‘and appeals, albeit 
unsuccessfully. | 
Taxation in France 
M Pinay, the French Prime Minister, has submitted 
a far-reaching tax reform Bill. He is of the opinion 
that very high rates of tax defeat their own object by 
stimulating evasion and inhibiting initiative. Under 
the Bill the present maximum rate of 6o to 65 per 
cent will, we learn from the Financial Times, be cut 
to 50 per cent. The special tax on salaries will con- 
tinue to be paid by employers so that salary earners 
will be the first to benefit from the reform, since they 
will pay only the ordinary income-tax. Other types of 
income will bear a tax of between 12 and 18 per cent 
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in addition to ordinary income-tax. At the same time, 
the existing turnover and production taxes will be 
merged into a flat tax of 20 per cent. Despite reduc- 
tions, the total revenue is expected to be 10 per cent 
higher next year. We wish the reform well. 


False Trading Accounts Case: Sentences 

| Reduced 
We reported in our last issue that George Joseph 
Challinor, silk manufacturer, and Sidney Garner, 
accountant, had been convicted at Chester Assizes of 
causing false accounts to be prepared and delivered 
to the Inland Revenue and that each had been sen- 
tenced to eighteen months’ imprisonment. Before 
leaving the Assizes, Mr Justice Streatfeild recalled 
the prisoners and reduced the sentences in each case 
to twelve months. 


The Gilt-edged Market 
The leading firm of City stockbrokers who produce, 
for private circulation, that outstanding work of 
reference, British Government Securities in the 
Twentieth Century, have just issued a supplement 
covering the two momentous years since the last 
edition was published in 1950. The information is 
arranged in much the same order as before -a 
survey of general conditions during the period and 
their effect upon the market; the histories of indi- 
vidual issues; summaries and analyses of the total 
debt; particulars of the published holdings of the 
, National Debt Commissioners; a miscellany of other 
information including details of national revenue and 
expenditure and sinking funds statistics; and, finally, 
a series of charts to adorn the tale and point the moral. 

In their survey, the compilers state that private 
investors no longer regard the Funds as a semi- 
permanent repository for their money but tend to 
buy and sell more frequently to take advantage of 
excessive price fluctuations occasioned 'both by 
governmental policy and repeated changes of senti- 
ment with regard to external and internal affairs'. 
The importance of pensions funds as a factor in the 
markets second only to banks and insurance com- 
panies is noted and a warning is sounded against the 
indefinite continuation of the policy, necessary though 
it may be in an emergency, of limiting capital 
investment. 

The compilers also evidently view with some alarm 
the fact that the Treasury is at present committed to 
issuing, by July 151, 1953, £300 million stock under 
the terms of the Town and Country Planning Act 
of 1947 as compensation for loss of development 
rights. 

Bank Investments and the Funding 
In the Clearing Banks’ statement for October the 
effect of the recent funding operation is reflected in 
the disposition of their assets. The feature of the 
figures is the large increase of £221 million on the 
month in investments and a drop of £170 million 
in the holding of Treasury bills. One way and 
another the recent operation has caused the autho- 
rities to buy back Government short-term debt. 
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How Icng this shrinkage in the volume of Treasury 

bills wll continue is problematical for there is a 

good deal of deficit financing to be undertaken in the 

current quarter of the fiscal year — the upsurge in 

revenue is expected to be both later and more. 
spectacular than is usually the case in the final 

quarter ending in March. 

'Two other features of the figures are worth 
noticing. Net deposits are slightly higher on the 
month Sut the movement is smaller than has come 
to be expected at this time of the year. The second 
feature is the: behaviour of advances. After recent 
monthly declines these have almost flattened. out in 
October. There was a drop of only £r million on 
Septemoer's figures. All-in-all, the banks’ returns 
look dis-inctly less inflationary than the month before. 
It will ke interesting to see how long this appearance 
continues for there are powerful forces at work, 
notably Government spending, to send Government 
debt to 3 higher level and hence to generate inflation- 


ary impetus. | 
October Gold and Dollar Surplus 


This country’s external position continues to im- 
prove, especially with the European Payments 
Union. This is the conclusion which emerges from - 
an examination of the October figures for the gold 
and dollar reserves. The actual surplus earned over 
the morth was $82 million. Its composition along 
with a similar analysis for the previous three months 
is set cuz in the accompanying table: | 
(In millions of $'s) 


Balance Total 
1952 Defence with balance 
aid E.P.U. | (= change 
October 
Septem»er 
August 





July FE 
* Including $37 million received under Katz-Gaitskell 
agreemen-. 

E.P.U transactions and defence aid from America 
are clearly the potent favourable factors in the 
October -esults. So far as the Union is concerned this 
will shor-ly no longer be a source of gold exclusively 
for after about a further {10-5 million has been 
taken in bullion transfers in credits and gold com- 
bined wil come into operation. 

'Thess results, however, are most gratifying at a 
time when there is usually a heavy seasonal strain on 
sterling. The figures, which have had a recent 
counterpart in the strength of the £ abroad, are a 
welcome sign that the holding operation on the 
reserves has so far succeeded. Át any time now the 
worst of the seasonal import flow will be over and 
the only zpecial demand on the reserves for the rest 
of the year will bè the payments on the United 
States and Canadian credits. The building-up 
operaticn may begin before the year is out if the - 
present trend can be sustained. 
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MECHANIZED. ACCOUNTING (PART I)-I. 
THE HIGH-SPEED ELECTRONIC COMPUTER 
| by F. CLIVE de PAULA, T.D., A.C.A. ` 


Introduction _ 


1. The subject of mechanized accounting covers an 
enormous field which this paper could treat in. a 
number of different wavs. It could make a detailed 
study of the different machines available; it could 
make a broad examination of the principles involved; 
or it could focus attention on some particular 
application. . i 

2. Experience teaches us 

that a study of different 
machines is fraught with 
dangers for mechanical 
equipment dates rapidly, 
while the mention of any 
particular make of machine 
may provoke the wrath of 
the manufacturer or that of 
his rivals. Reference in this 
paper to any one of the- 
particular methods of ac- 
counting by machine is 
made, therefore, only in 
the general context of the 
inquiry and without pre- 
judice to any particular 
make. 

. 3. The approach to the 
subject of machine ac- 
counting selected in this 
paper takes the form of a 
study: 

(a) First to see what the 
object of machine ac- 
counting is; 

(b) Then to see what de- 
velopments towards = 
the attainment of that objective have taken 
place in the past; thus putting the problem in 
its historical perspective; ME | 

(c) Finally, to see what further development appears 
desirable, at the same time trying to envisage the 
kind of development probable in the near future. 


4. For, unnoticed by most of us, very great 
advances have been made by scientists and tech- 
nicians in the field of machinery for office use. In 
particular, electronics have made enormous strides 
forward. High-speed computers have been designed 
with quite amazing performances. This rapid tech- 
nical advance of machinery threatens, if we are not 
careful, to overrun our accounting techniques. It is 
imperative, therefore, that we take stock of mech- 


-An address delivered on September 16th, 1952, at the 
Summer Course of The Institute of Chartered Accountants, 
held at Christ Church, Oxford.. Е - 
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anized accounting as we know it at present, and 
attempt to see what, if anything, is likely.to be the 
effect of these latest scientific.developments. 5 


The Operations of Hand Accounting i 


5. To begin with it is clear that all machine account- 
ing sets out to do is to perform mechanically those 
ps things previously done by 
eye, brain, hand and ac- 
count sheet in the old 
hand-written methods. 

6. 'To be more explicit, 
in the processes of hand- 
written accounting: ` 

(a) The eye picked up 
information from the 
original documents 
bringing that infor- 
mation into the ac- 
counting process. 
Though not fast by 
modern standards the 
eye transferred the 
information easily, 
fairly speedily and 
accurately to the 
brain; 

(6) The brain sorted this 
information quite 
easily, deciding which 
account to debit, 
which to credit, and 
into which column 
each item had to be 
classified. More slow- 
ly, but without undue 
difficulty the brain 
also carried out arith- 

metical calculations on the various items; 

(c) The results or conclusions of these operations 
were swiftly transferred by the brain to the hand 
which wrote down the figures and for this 
op2ration the hand was a highly flexible and 
versatile instrument, able to perform easily the 
variety of movements involved. Increasing speed, 
however, tended to decrease legibility in the 
result; 

(d) The account sheet on which these results were 
written provided the record for future reference. 
It was destructible by fire but not, for normal 
purposes, by age. In this form the information 
wes available, without requiring further pro- 
cessing, for transmission through the eye to the 
brain for another cycle of accounting operations. 


7. Teken as: a whole, then, hand accounting 
methods are characterized by: 
(a) Infinite flexibility. И ; n - 
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(b) Slow speed. 

(c) Uncertain accuracy. 

(d) Uneconomic use of labour, and sometimes of 
material. 

(e) Legibility deteriorating under pressure, intro- 
ducing the possibility of error in subsequent 
*pick up' by the eye. 


The Basic Accounting Operations 


8. This analysis reveals what are in fact the con- 
stituent parts of any cycle of accounting operations, 
whether that cycle be carried out by hand or whether 
some form of mechanization is employed. These 
parts are: 

(ryInput- or pick-up - whereby information is 
extracted, either from an original document or 
from a previous stage of the accounting cycle, 
for some further operation to be carried out on it. 

(2) Sorting ~ whereby the information, or item, is 

` classifed under one or more categories and is 
brought alongside other similar items. 

(3) Arithmetic – whereby similar items are added 
together, differences obtained by subtractions, 
or more complicated additions and subtractions 
are carried out in the form of multiplication and 
division; or whereby items are compared arith- 
metically to establish either their similarity or 
difference. 

(4) Output – whereby the results of 'the previous 
operations are recorded. 

(5) Storage — whereby intermediate results at differ- 
ent stages of the accounting process are stored 
$0 as to be available for further processes in the 
accounting cycle at a later date. 


Mechanizing Those Operations 


9. These, then, are the basic accounting operations 
hat the ingenuity of man has subjected to the process 
of mechanization. Let us, therefore, see how far each 
operation has proved amenable to ‘mechanization. 

10. Input (or pick-up) Һаѕ on the whole tended 
to defy mechanization; that is to say, it has been 
found difficult to eliminate the human eye as the 
first step in the accounting process. This is because 
the grist to the accounting mill is nearly all in the 
form of written documents, for accountancy is 
merely the recording of transactions and events that 
take place. 

11. Thus the starting point of almost every entry 
in the accounting records is an initial document of 
some kind or other. These initial documents include 
such items as: time cards; attendance records; 

- sickness records; accident records; job tickets; out- 
put records; wages payment slips; stores issue notes; 
Stores return notes; scrap notes; rectification notes; 
goods received notes and suppliers' bills; delivery 
notes and sales i invoices; cheques paid; receipts for 
cash received. 

The information on each of these documents 

. must be transferable in recognizable form so that 
both the ‘debtor’ and the ‘creditor’ to the transfer 
of goods, services or money’s worth can agree the 
correctness of the record. Since transfer of informa- 
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tion from one person’s brain to anothcr’s is normally 
through the medium of the eye or the ear these 
records have taken the form of written documents, 
from which ‘pick-up’ is normally only practicable 
by the human eye. 

12. [t is true that manufacturers of accounting 
machires have tried to solve this problem of ‘pick-up’. 


They Lave produced specially prepared hand-written . 


documents that can be used as input to their own 
particular machines. But they have not, so far, 
been able to match the universality of writing from 
which .nput to any accounting process, whether that 
of sencer or recipient, is possible through the eye of 


‘anybody capable of reading. Broadly speaking, 


therezore, the hand- or type-written record seems 
likely to remain as the initial document from which 
subsequent accounting processes spring. 

13. The second accounting operation – sorting – 
is the most recent one to be tackled mechanically. 
By using punched cards sorting can be performed 
‘mechanically’ or ‘electrically’ at high speed. The 
initial pick-up of the information which is punched 
into cach card is still controlled by eye and brain – 
as is aso the re-stacking of the ‘deck’ of cards at 
intermediate stages of the processes. Organizing (or 
prograraming) further sorting under a second or 


third classification similarly needs the intervention of 
‘a human brain and hand. Sorting under several 


classifications is a repetitive operation, therefore, 
capable of being done at high speed by machines. 

14. Historically, arithmetic was the first account- 
ing process to be mechanized - by the introduction 
of the zbacus into the ancient world. Obviously it is 
an ope-ation which lends itself to mechanization 
since even the more complicated processes of multipli- 
cation and division are only elaborations of simple 
addition and subtraction. From the time of the 
abacus, then, there has been a steady flow of increas- 
ingly fest and complicated adding and calculating 
machines. 

rs. Similarly, mechanization of the output at 
different stages of the accounting process has pre- 
sented little difficulty. The brain instead of directing 
the hand to write down the results of some operation 
can direct the hand to work the keys of a machine. 
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In the same way, where a previous sorting or ` 


arithmezical operation has been carried out by a 
machine, the machine can be made either to operate 
a meckanical printing device ~ or to record the 
results in the form of punched holes in a card or tape. 

16. The form of the record of the output of 
previous accounting operations will generally depend 
on the form in which it is desired to store the informa- 
tion prcduced. At many intermediate stages of the 
process, where another mechanical operation follows, 
a mechenical method of storage, such as a pack of 
punchec cards still in ‘code’, may be satisfactory. 

17. At the very end of the accounting cycle, how- 
ever, the problem of communication between human 


beings again arises. Опсе more a document is needed” 


that can be passed to other individuals as evidence of 
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the transactions that have been recorded. For this 
purpose a piece of magnetized steel tape or wire, or 
holes punched in a card or tape, would not find 
ready acceptance. A readable document is needed 
-from which the information can be picked up by the 
eye of: management; employees; suppliers; cus- 
tomers; owners or stockholders; Government agencies. 
18. So we find that the extent to which storage 
can be mechanized depends on: 
` (a) the extent to which information can be put into 
store mechanically during the previous operation; 

(b) the means by which the information will be 
extracted from store for the next operation. 

тд. On the whole we find that the storage of 

information has not yielded readily to mechanization 
except: | 

(а) for intermediate storage where the record need 
not be read; 

(6) where mechanical means are used to print visible 
records (which is really a question of mechaniz- 
ing the method of output from the previous 
operation rather than mechanizing the storage). 

20. Thus the position reached in the evolution of 

mechanization can be summarized by saying that, in 
general, development has evolved from three sources: 

(a) the typewriter, which mechanized output; 

(b) the abacus, which mechanized arithmetic; 4 

(c) and the punched card, or tape, which mechanized 
sorting and intermediate storage. 

All these sources of inspiration have in reality 
been specialized applications of mechanization to 
certain specific operations for which they were by 
nature particularly suitable. They have striven to 
conquer and embrace the whole field of accounting 


operations to the exclusion of each other. The 


needs of flexibility and the inexorable logic of suit- 
ability. have worn away their initial exclusiveness, 
and have given to each the carrying out of that part 
of the accounting process for which it is best suited. 
21. Meanwhile, because of the needs of visual 
communication between human beings, input docu- 
, ments and output documents have had to remain in 
written form, although the means of producing them 
have been mechanized. | 


The Arrival of High-speed Computers. 
22. This, then, is the background against which we 
see the arrival of the high-speed automatic digital 
computer — often referred to as the electronic calcu- 
lator. But here, perhaps, we should pause to consider 
whether these machines have in fact ‘arrived’ or 
whether they are still just vague ideas and theories 
in the minds, of mathematicians and scientists — for 
· although the popular Press may suggest that scientists 
are satisfied that travel to the moon is feasible, it 
. would be too soon to say that interplanetary travel 
has arrived. 
23. Development of these computing machines 
_ started about 117 years ago when the mathematician, 
*: Charles Babbage, first developed his ideas for an 
analytical engine in 1835..Parts of his machine were 
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eventually built. However, as might be surmised, 
Babbage was somewhat ahead of his time and the 
exact details of his work would not be easy to trace 
were it not for the intervention of a romantic person- 
ality amidst the prosaic world of numbers and 
machines — Byron’s daughter, the Countess Lovelace. 
She it was who recorded a most complete descrip- 
tion and analysis of Babbage’s ideas in a translation 
from the French of a paper by an Italian, General 
Menebrae. Not only was Lady Lovelace a linguist, 
but she was also a skilled mathematician and her 
own mazhematical notes added to the work exceeded 
the translation in extent. 

24. During the next hundred years, however, the 


‘development of Babbage's ideas was slow and then 


in August 1944 the first general purpose automatic 
digital computing machine was completed at Harvard 
University. , 

25. From that date the speed of development in 
the U.S.A. was comparable to that of the machines 
themselves. In the summer of 1946, the ENIAC 
(Electronic Numerator Integrator and Calculator) 
was finished at the University of Pennsylvania for 
the U.S. Army Ordnance Corps at a cost. of about 
$x million. This was the first automatic digital 
computer to contain electronic counting and switching | 
circuits. 

7 26. In 1948 the Selective Sequence Electronic 
Calculator (ssec) was completed bv the International 
Business Machine Corporation also at a cost of about 


. $r million. In 1949 Harvard University designed 


their Mark III machine, and in Philadelphia the 
BINAC machine, a product of the Eckert-Mauchly 
Computer Corporation, appeared- though it is 
difficult to trace whether the latter machine has ever 
actually produced апу · quantity of routine work. 
In 1950 the United States Bureau of Standards 
launched their Standards Eastern Automatic Com- 
puter (ЗЕАС) as well as another machine in the western 
states of America (Swac), which is working for the 
Institute of Numerical Analysis. | 

27. Meanwhile after about four years’ work the 
University of Pennsylvania, which had been one of 
the first in the field, had completed the Electronic 
Discrete Variable Computer (Epvac). The Eckert- 
Mauckly Computer Corporation had also built 
another machine, the unrvac, which at about 
$700,000 cost less than its first machine. 

28. A smaller and cheaper machine, the capac, 
had been completed in 1951 for about $80,000 
(£29,090). | 2E 

29. By the beginning of 1952, there were in the 
U.S.A. about ninety organizations working on the 
design of high-speed automatic digital computers. 
About thirty of these machines were intended for 
business use. 

30. This chronology might give the impression 


that no work of this kind was being done in the 
. United Kingdom. On the contrary, the Mathematical 
.Laboratory of Cambridge University was early in 


the field. Іа 1947 it designed the Epsac (Electronic 


578 THE ACCOUNTANT 


Delay Storage Automatic Computer). The Univer- 
sity of Manchester was also early in the field having 
designed a machine with cathode ray storage. 

> 31. The National Physical Laboratory designed 
and built the Automatic Computing Engine (ace). 
The Automatic Relay Computer (акс), using a 
magnetic drum for its main store, was designed by 
Dr Booth. : 


Characteristics of these Machines 


32. Since there is little doubt that these machines 
have ‘arrived’, it would now be profitable to study 
their characteristics. At the same time we can, like 
students of anatomy, examine their structure, or, 
like students of physiology, examine the functions 
of their different parts. For anyone except the 
designer, the maintenance engineer (the machine’s 
doctor), or the enthusiast, the anatomical structure 
of these machines is interesting, but not essential, 


‘knowledge. We shall therefore only touch upon it 
‘where necessary. For an understanding of the possible 


impact of these machines on the commercial world 
we know, however, an examination of the functions 
of the different parts of the machines is pertinent. 

33. Enthusiastic comment has sometimes led the 
Press to refer to these machines as ‘brains’. This may 
give the impression that they are capable of original 
and constructive thought, but it is not so. As Lady 
Lovelace said in 1842, ‘the machine has no preten- 
sions to originate anything; it can do what we know 
how to order it to perform’. 

34. In fact, it handles numbers expressed as digits 
in much the same way as they are handled in paper 
and pencil arithmetic. In addition, as is explained 
below, it can to a large extent organize its own work. 
It can carry out exercises, which are very akin to the 
processes of thought carried out by the human 


' brain, and can do things that would not normally be 


so regarded as arithmetical (such as play 'noughts 
and crosses’), But nevertheless, such a machine can 
only be used to solve problems which are stated 
precisely as a series of arithmetical operations. In 
the case of. normal commercial accountancy, this is 
the form in which the problems arise in the first 
place. As E. C. Berkeley says in his book: 
*No mechanical brain so far built can: 

(1) Do intuitive thinking. 

(2) Make bright guesses and leap to conclusions. 

(3) Determine all its own instructions. 

(4) Perceive complex situations outside itself and 

interpret them.’ 


The Main Parts of the Machine 


35. An automatic computing machine comprises 
five main parts: 

(a) An input unit. 

(b) An arithmetical unit. 

(c) A control unit. 

(d) A storage unit. 

(е) An output unit. 


1Giant Brains, by E. C. Berkeley, published by Chapman 
& Hall Ltd, London. Page 8. 
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36. Н can be seen how closely these parts corre- 
spond to the instruments that were described as 
performing normal hand-written accountancy oper- 
ations. 

37. In the automatic computer input can be in- 
various forms; it can be carried out by: punched 
cards; punched paper tape; magnetic wire or strip; 
film (like cinema sound track). The essence of any 
type of input is that it must be capable of trans- 
mitting information to the machine at very high 
speed. Yet the speed at which any of the above can 
transmi- information to the machine is slow. com- 
pared with the operating speed of the machine itself. 
It is usaal for the machine to read off the whole of 
the inpat information and store it within its own 
storage unit. The speed at which the storage unit 
operates is such that the input information can then 
be extracted as fast as the machine requires. Further- 
more, # all the ‘instructions’ are.stored in the 
machine, it is possible to make use of the machine's 
ability to modify its own 'instructions' in the course 
of the czlculation – to which reference is made below. 
This greatly facilitates the use of a "library of standard" 
programmes’ (to which reference is also made below). 

38. It is of interest to the commercial world that 
these types of input, which are normally employed 
on the current designs of automatic computer, can 
be linked without difficulty to a manually operated 
keyboard. When, therefore, any initial document of 
the accounting process is being prepared in visible 
form on a keyboard a simultaneous record can be 
made in а form suitable for input to the automatic 
computer. 

39. Reference is sometimes made to the fact that 
as the machine 'digests' its input it converts decimal 
digits to some other form of numerical code (often 
the bina-y form). This is of no particular concern to 
the user. It is merely a matter of the internal anatomy 
of the machine. If it digests numbers more easily in 
binary о: any other form, that is its own concern – 
provided it does the conversion of input itself and 
provided it converts back to legible decimal numbers 
when i: produces the answer (all of which, of course, 
it norma Ју does). 

40. The arithmetical unit of the machine performs 
precisely the same function as that performed by the 
brain cr as that performed by a calculator operated 
by hand in the course of a calculation. Babbage 
called th s the ‘mill’ of his machine. 

41. The control unit ensures that the steps of the 
calculation are carried out in the right order, the same 
function that the brain does in hand accounting 
except that the control unit cannot think. Thus the 
unit can only carry out the instructions that have 
been put into the machine. It can, however, compare 
numbers and then, in accordance with the instruc- 
tions already received by it, carry out one or other of 
two alternatives according to whether the two 
numbers compared are alike or different. It can also 
perform these alternative actions after. ascertaining ' 
whether a number has a positive or negative sign. 











November 15th, 1952 


42. As a result of this facility, ingenious advantage 
has been taken of the way instructions are put into 
the machine. This is normally done by a number 

_ code. The control unit can then instruct the arith- 
metical unit to add or subtract digits to different 
parts of its own instructions (thereby altering the 
meaning of the instruction) as a result of tests which 
it makes in the course of the calculation. Thus it is 
possible to get the machine to carry out different 
Operations according to what different intermediate 
results are obtained at certain points in the process. 
In the same way, the ‘instructions’ put into the 
machine at the beginning can tell the arithmetical 
unit at any stage of the calculation to add or subtract 
numbers to the ‘instructions’ stored in the machine. 
This modification of ‘instructions’ can therefore take 
place either according то a predetermined plan, or as 
a result of a ‘test’ of conditions made by the control 
unit. | 

43. The storage unit is made use of in the course 
of the machine's operations: 


(a) to store instructians; 
(b) to store the data on which it is working; 
(c) to store during the calculation intermediate re- 


sults that will be required later to determine the 
final result. 


Because of the very high speed of both the arith- 
metical and control units, it is essential that the 
system of storage permits the receipt and issue of 
results at lightning speed. The provision of a suitably 
fast method of storage with a large capacity has been 
one of the major problems in the design of high- 
speed computers. Although the solutions so far 
obtained are satisfactory for the machine's own use, 
more will be said about this question when we come 
to consider the application of these machines to the 
world of commercial accountancy. 

| 44. The output unit is not notably different from 
those found in -commercial accounting machines. 
But because of the speed at which the machine itself 
operates, the design of an output unit that will 
operate as fast presents some difficulty. 

45. Since many references have been made to the 
operating speed of automatic computers, it would be 
as well to see just what these speeds are. For example, 
the EDSAC has a multiplication speed of over a million 
an hour; whilst the ENIAC: 


does Addition at the rate of 300,000 per minute; 

does Multiplication of ro. decimals by ro decimals 
at the rate of 21,400 per minute; 

does Division (with ro decimals in the quotient) at 
the rate of ro,coo per minute. 


Such speeds are difficult to comprehend, and their 
effect is not easy to envisage. Professor Douglas 
Hartree, of the Cavendish Laboratory at Cambridge 
University, put the matter succinctly in his recent 
paper to the Office Management Association Confer- 
. ence at Llandudno, when he said: 


“These machines are not intended for short 
calculations involving a few tens, or even hundreds 
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of operations of addition, multiplication and so on. 

As a rough guide I would say that théy begin to be 

appropriate when the number of such operations is 

of the order of a thousand, but they only really 

show their power when this number is of the order 

of tens or hundreds of thousands.' ' 
Again, on page 115 of his book Calculating Instru- 
ments ard Machines (published by Carnbridge Univer- 
sity Press, 1950), Professor Hartree makes the point 
that: ! 

‘Whereas without the machine it may often be 
worth spending some time developing methods for 
cutting down the amount of numerical work in- 
volved in a calculation, with a machine it may be 
more effective to use simple crude methods rather 
than spend time developing more elaborate methods 
involving fewer operations.’ 


Method of Operation 


46. The method of operating an automatic com- 
puter is not dissimilar from that of operating any 
other accounting process that has been discussed 
earlier on in this paper. As has been said, the differ- 
ent parts, or ‘units’, of the automatic computer are 
similar to the instruments used in the other processes. 

47. The input unit must receive the data, or 
information, on which it has got to work. It must also 
receive and transfer to the control unit the instruc- 
tions for processing the data. To do this, the steps 
of the calculation must be programmed, which means 
breaking down the calculation into a sequence of 
elementary operations that the machine can carry 
out, such as: A 

(a) addition, or subtraction; 

_ (b) multiplication, or division; 

(c) comparison, or testing for sign; 

(d) transfer of an intermediate result to store, or of 

an item from store into the arithmetical unit; 

(e) selection of the next instruction. 

It migat be thought that an enormous amount of 
programming would be required. But. it must be 
realized that most large-scale calculations, and cer- 
tainly most accounting operations, are highly repeti- 
tive. The same group of operations is applied 
repeatedly to different sets of figures. Once the pro- 
gramme has been worked out it can be applied 
repeatedly every time the same operation arises ~ 
probably merely with the alteration of the location 
in the storage from which the data is drawn and an 
alteration in the place in which the final result is 
stored (alterations which, as has already been ex- 
plained, the machine can make itself). 

48. As a result of this, it is possible to build up a 
library of carefully checked programmes for those 
parts of calculations which reappear regularly as 
steps in other more involved calculations. This 
greatly simplifies the practical use of the machine 
from the point of view of the user. The arithmetical 
steps involved in commercial accountancy are rela- 
tively stereotyped and do not often change. It would 
therefore not be difficult to build up in this way a 
library- covering all the standard accounting opera- 
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tions involved. Each time any particular accounting 
operation had to be carried out, the programme for it 
could be taken out of the library. Once this library 
had been built up, programming would not then 
present a very great problem. 

49. Once the programme has been drawn up it 
must be coded so that it becomes acceptable food 
for the machine's digestion. By the same analogy the 
form of input code used depends on the anatomy of 
the machine. Similarly the data on which the 
machine is going to work must be put into a form in 
which the machine can accept it. But this coding is 
little different from the coding that must be done to 
punch items on to a card before putting the card 
through the routines of a punched-card installation. 

50. Once the input of data and instructions has 
been prepared for insertion into the machine the 
rest of the process is automatic — unless something 
is found to have gone wrong with the programming, 
or the coding, or the machine. Blunders, or human 
mistakes, have the same effect and must be guarded 
against in exactly the same way as in any other 
machine operation. Errors caused by faulty working 
of the machine are no different from those met in 
other accounting machines. However, barring these, 
the machine will then carry out all the operations 
and produce the result in whatever form is required. 
ca will do, as has been explained, at lightning 
speed. 


Problems of Operation 


51. A machine of this calibre, and particularly of 
this speed, naturally gives rise to its own problems 
of operation, some of which are probably worth 
considering in any appraisal of the possible com- 
mercial application of the equipment. Fortunately, 
a substantial experience of routine operation has 
already been accumulated in the laboratories that 
have built machines. In particular, the Mathematical 
Laboratory of the University of Cambridge has had 
much experience in running its EDSAC, 

52. Dr M. V. Wilkes, the director of the laboratory, 
points out that: 


*It ought to be a maxitn of machine operation that 
the machine is never allowed to stand while a human 
being thinks, either when he is looking for an error 
or when he is deciding, for example, what to do 
next.'! 


53. Towards this end it has been found at the. 


laboratory that it pays to have in charge of the 
machine an operator who is quite independent both 
of the maintenance staff and the people who put work 
on to the machine. 'This operator can then decide: 


(а) When routine and other maintenance shall be 
done on the machine; 

(b) Whose work shall be put on to the machine, and 
when; 

(с) Whose work must be taken off the machine for 


“Automatic Calculating Machines’, by M. V. Wilkes, 
M.A., PH.D., published in the Journal of the Royal Society 
of Arts, Vol. C, No. 4862, of December 14th, 1951, page 85. 
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an investigation of errors that have arisen in the 
results produced. This is a most important 
point which, if overlooked, may hold up opera- 
tions while the user tries to discover what has 


gone wrong with the calculations. It is an’ 


advantage if the machine can get on with some 
other work while this is being done. 

54. The problem of errors is clearly a vital one. 
In particular blunders in programming and coding 
are serious since they waste machine time by causing 
the computer to perform futile operations in pro- 
ducing a stupid answer. It is therefore essential to 
carry out the most complete check of all the steps of 
building up the programme of input to the machine. 

55. Operating errors in the machine are testing 
the ingenuity of scientists. It has recently been stated 
in the Press that on one machine steps have been 
arranped whereby the machine itself can signal a 
warning where parts of its own anatomy are not 
functioning properly. This safeguard, however, can- 
not cover more than a very limited part of the whole 
mechanism. Dry joints (where wires are not properly 
soldered together) are probably the greatest potential 
source of error and the most difficult to locate. 

56. Maintenance is also a major problem, which, 
it migat be thought, requires an enormous staff. In 
fact, the EDsac, at Cambridge, operates with a main- 
tenance staff of an electrical engineer, an electronics 


,engineer, and a mechanical engineer, who can deal 


satisfactorily with all the problems of routine check- 
ing and maintenance of that particular machine in 
the circumstances in which it is used. They work 
quite independently of the operator in charge of the 
machine and they have their own carefully calculated 
routines for testing that the different parts of the 
machine are functioning correctly. 

57. Dr Wilkes, in the paper to which we have 
already referred, advocates the following broad 
principles of machine construction and design: 

(a) Machines should be made up of readily inter- 

changeable units; 

(b) 'There should be a few standard types for all 
these units; 

(c) Servicing would then consist of replacing stand- 
ard units ~ which could be done quickly and 
easily — from a small reserve; 

(d) Methods should be devised for locating incipient 
faults (in contrast to faults that have actually 
occurred). 

(е) Machines should get smaller and not bigger. 


58. Certain current developments hold out hope 
that this last recommendation may be achieved. 
Whereas the ordinary radio valve is admirable in its 
own field, Dr Wilkes points out that it does not seem 
ideal for computing machines. On the other hand, 
there kas recently been developed a piece of equip- 
ment called a transistor. This will perform much the 
same function as a valve, but it is very small and has 
a low power consumption. Moreover, it makes pos- 
sible a considerable simplification of the electric 
circuits required. It is possible, therefore, that its 
development will have results comparable with those 
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The other day I-was talking to one of my own 
‘company’s employees, when he remarked, “of course, 

I don’t suppose I'd save a bean if it wasn't for the 
-—-Wlorks Savings Group." He was just one of those 
millions who are doing themselves a bit of good by 
saving regularly through an Industrial Group. He’s 
investing in Britain because it’s made easy for him 

by someone in the firm taking a little extra trouble. 

| This made me realise how much we, as employers 
‘of labour large and small, can do and are doing, for 
the welfare of our workers and inthenationalinterest, 


by encouraging Savings Groups within our organiz- ' 


ations. There are today over fifty thousand Industrial 
Savings Groups whose organizers are devoting much 
time and enthusiasm tc the task of encouraging thrift 
‘amongst workers at all levels. 
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From one 
Employer 


to another 


I need not reiterate the appeal of the Chancellor 


“of the Exchequer when he emphasised the urgent 


need for thrift. Néver have savings been more vital 
than now. Let us, therefore, make a special drive 
between October and March to increase the number 
of Savings Groups and the number of Group Savers 
in places of employment. Ensure that our staffs have 
full facilities for National Savings: take a special and 
personal interest in our Savings Groups; encourage 
our employees to save in every way possible. We 
shall be doing a good thing for the country, a good 
thing for the business, but most of all — a good thing 
for our own work people. 

May I send you any further particulars, or ask one 
of our National Savings representatives to call and 
discuss the available facilities with you? 


= 


CHAIRMAN, NATIONAL SAVINGS COMMITTEE 
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arising from the invention of the electron tube itself. 


59. In his book,? Professor Hartree of the same. 


laboratory, points out that another difficulty in using 


, the computer is that of learning to take the ‘machine’s . 


eye view’ when programming. By that he means 
learning to foresee all the unexpected things that 
might occur, for the machine must be instructed 
what to do should they arise. It is difficult to put 
oneself in the position of the machine – that is to 
say of having to do without any of the hints which 


intelligence and experience would suggest to a human - 


computer when something unexpected happens. 
бо. On page 117 of the same book, Professor 
Hartree refers to the problem of ‘rounding-off’ errors: 


‘The large number of arithmetical operations 
which may occur in the course of a single calculation 
raises rather acutely the question of rounding-off 
errors — the errors resulting from the use of a finite 
number of significant figures at each stage of calcula- 

‘tion. The study of these errors and their effects is 
one of the general investigations required on account 
of the capabilities of these new machines.’ 


бт. It must be borne. in mind in this connexion 
that Professor Hartree is writing from the point of 
view of a mathematician rather than from that of a 
commercial accountant. In pure mathematics the 
question of finite accuracy to a large number of 
decimal places may be of acute importance. In com- 
mercial accountancy the number of significant figures 
in any sum is relatively small. The problem of obtain- 
ing accuracy to the nearest pound, or shilling, or 
farthing is not therefore great. Nevertheless the 
question should not be ignored. 


What can they $ive us? 


62. These, then, are the characteristics of high- 
speed automatic digital computers; such is their 
anatomy, their method of operation and such are 
some of the problems connected with using them. 
Let us now try to see what these machines can give 
to the world of commercial accounting that has not 
been available before. VES 

63. To begin with, these computers can give us 
speed. 'The speed at which they operate is such that 
to all intents and purposes we get instantaneous 
operation. It may be possible, therefore, to do things 
which hitherto no one has thought of attempting; 
things which consequently will require a great deal of 
imaginative genius to bring about. It is not, there- 
fore, surprising to find that at the twentieth annual 
meeting of the Controllers! Institute in New York 
on September 3oth, 1951, Mr Daniel M. Sheehan, 
vice-president of Monsanto Chemical Сопірапу, of 
St Louis, U.S.A., said: 


"Reports which formerly consumed fifty man- 
days in manual preparation are now produced 
through the use of an electronic card-programmed 


‘Automatic Calculating Machines, by M. V. Wilkes, page 87. 
3 Calculating Instruments and Machines, by Douglas R. 
Hartree. Cambridge University Press, page 93. 
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calculator in eight hours. Future electronic equip- 
ment may produce them in one hour.'? . і 


Mr Sheehan went on to predict that: 
‘monthly reports of companies, particularly those of 
large size, will be available only a day or two after 
the month’s close. It seems that by reason of this 
equipment, controllers will prepare operating reports ` 
fortnightly or possibly weekly, rather than only 
monthly’, : 
The worth of his opinion can be judged by the fact 
that his company is at present using a form of elec- 
tronic equipment. The equipment it uses is a large- · 
capacity card-programmed calculator which was 
produced by I.B.M. and has been described as ‘a 
mere marriage of expediency to meet high-speed 
computztion needs while the big computers were 
struggling in development’. It consists of I.B.M.’s 
604 electronic calculator linked to an electrical-relay 
storage system and a conventional punched-card 
installation. It is not in fact a high-speed automatic 
computer of the type that we have been discussing – 
hence Mr Sheehan's reference to the fact that future 
electronic equipment may do in one hour what is at 
present achieved in eight. 

64. At the same meeting of the Controllers’ 
Institute in-New York, Joseph B. Jeming pointed 
out that it is now possible: | m 

‘To transmit information from any originating 
source to a central office, and simultaneously to any 
other number of desired places; 

‘To summarize such information into any number 
of required classifications; 

"To make any desired number of calculations; 

‘To produce the required reports in any printed 
form at as many places as may be needed for the 
operztion of the business; 

‘All of which can be done automatically on a con- 
tinuous basis without a sorting operation; 

*So that the final report is ready within an instant 
after the last transaction to be recorded has been 
completed.’ | 

It should be noted that Mr Jeming was merely 
saying that such things were possible, he does not 
appear to have said that they are all being done as 
yet anywhere in the U.S.A. | 

65. So we see in effect that this tremendous speed: 
of operation of the machine should. make it possible 
to carry out all but^two of the basic accounting 
operations simultaneously — or as nearly simultane- 
ously as makes little difference to the ordinary human 
being. The operations that the automatic computer 
can so easily master are: у 

(2)* Sorting. The sorting of basic data would often 

seem to be unnecessary for these machines, 
since they can move from one account to another 
in any order far more easily than the human 





3 The necessary programming took about two months to 
complete. But, as has been explained earlier, this is a job 
that is Cone only once, since the programme, once developed, 
is used repetitively each month. | 

4 The numbers used are those in paragraph 8, in which the 
basic accounting operations were analysed at the beginning 
of this paper. | ays ME і 
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book-keeper can. But the sorting, or classifying, 
of the information received into two or more 
different categories can be done rapidly and 
automatically. 

Arithmetic can be done with fantastic speed 
and ease. 

Output can be obtained automatically at as 
many different places as may be required. 
Furthermore, since communication within the 
machine is electrical, the output points can be 
widely scattered geographically. The only 


1 'The numbers used are those in paragraph 8, in which the 
basic accounting operations were analysed at the beginning 
of this paper. 


(3)! 
(4)? 
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requirement is a connexion by electric trans- 
mission line. There are, however, certain 
problems in connexion with output which still 
remain. These are discussed below. 

66. 
that apparatus of this kind can give us is accuracy. 
Enough practical operating experience has already 
been accumulated to indicate that these machines are 
capable of a degree of accuracy that hitherto has 
been unobtainable in accounting processes into 
which -ће human brain enters at so many stages of 
the coraplete cycle of operations. 

(To be concluded.) 


FINANCE AND COMMERCE 


Unable, or unprepared, to take any decided 'view', 
London Stock Exchange dealers are mostly con- 
cerned with keeping positions even. With the invest- 
ing public, in its turn, equally uncertain the result 
is stock markets which drift aimlessly in extremely 
idle conditions. 


Redrafted Accounts 


‘In accordance with modern thoughts in the account- 
ancy profession', to use the board's own words, the 
balance sheet of Allied Bakeries Ltd has been re- 
drafted to show more clearly the development of the 
company in recent years. The company's policy has 
been to finance the acquisition of new businesses by 
advances to subsidiary companies. These advances 
are now shown as an addition to the cost of invest- 
ments to give a total of over {10-8 million. 

This investment in subsidiary companies has been 
financed through the retention of the major propor- 
tion of profits year by year. The reserves so created 
are now grouped under capital reserves. 

In previous years investments in subsidiaries have 
been shown at cost less four main items — Transfer 
from premiums on shares account, proportion of 
profits earned prior to acquisition, depreciation 
reserve account, and transfer from profit and loss 
accounts. In the 1951 balance sheet these items 
totalled £3,432,919 against investments in sub- 
sidiaries at £5,030,598, giving a net figure of 
£1,597,679. 

The new form gives a far more explicit statement 
of the parent company’s position, as will be seen 
from our reprint of the accounts. The accountancy 
profession is well represented both on the board of 
the company and among the principal head office 
executives. 

Key Company 
Allied Bakeries Ltd is the key company in Mr W. 
Garfield Weston’s bakery and biscuit organization 
in the United Kingdom. The whole report this year 
is presented in a new style. The general impression 
is of a much more forceful presentation of the facts. 

It is a foolscap-sized publication of sixteen pages 
equally divided between the accounts themselves, 


with che full directors’ report, and photographs and 
descrip-ive matter concerning the companies com- 
prising the organization. Operations are divided 
into four main groups ~ the Scottish, Northern and 
Southern Bakery groups, and a Biscuit group. 

In the bakery groups there are listed fifty separate 
bakery companies, and in the biscuit group there are 
five concerns four of which are Weston Biscuit com- 
panies. Considerable progress has been made, the 
directors state, in the programme of amalgamating a 
number of small subsidiary businesses into larger 
and moze economic units. 


Industrial Welfare 


'The Industrial Welfare Society, whose 1952 report 
is now published, has, since the war, encountered 
new tendencies in industry which must require just 
as much attention as those with which the society 
had to, contend when it was formed in 1918. Social 
science and management techniques have been 
applied on a consistently broadening scale over the 
past thirty-four years but there is now some danger 
of a beli2f arising that these techniques can in them- 
selves bring about good human relations in the work- 
place. 

Mr Jchn Marsh, the director of the society, com- 
menting on this development, emphasizes that 
‘human relations will have a positive and lasting 
success only when built by those who have a real 
unders:aading of man's personal needs and a sincere 
belief in the value of his potential contribution at 
work'. There is, it seems, a danger that the very 
machinery of social science may mass-produce 
‘humar. relations’ to the extinction of individual needs. 

The scciety is able to report, however, an increas- 
ing interest by firms in the personal needs and 
problems of employees. Membership of the society 
again increased with conference attendances up from 
2,200 to 3,000 and information inquiries from 4,000 
to 5,000. 

Receiving no subsidy of any kind, the society is 
dependzrt upon subscriptions and donations to 
provide necessary finance. Subscriptions have not 
been raised since 1942 and every effort is being made 


Finally, perhaps one of the greatest benefits 


ie. 
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ALLIED BAKERIES LIMITED 
Profit and Loss Account for the Period from April Ist, 1951, to March 29th, 1952 


November 15th, 1952 





Dividends received from Subsidiary Companies (gross) .. EM .. 


Deduct Administration and General Charges .. a m ee 


Audit Fees .. .. as 2x e ee .. 
Directors’ Emoluments: . K 
As Directors ew те v 
As Directors of Subsidiary Companies ve ae 


As Executives .. .. РЕ se ss P 
` Less Borne by Holding and Subsidiary Companies. .. 


Pension to a Past Executive Director... us. 


Net Profit .. ix .. 3 T Em M 2s 


, Deduct Income Tax 
Profits Tax-and Excess Profits Levy 
Less Management Charges to У Subsidiary Companies 


Less Excess Profits Tax and Deferred Repairs adjustments 


Profit after Taxation $4 v .. .. w. 
Balance brought forward at April "Ist, 1951! eis en P y 


: Balance available for Appropriation and Distribution Fr ED 


Deduct Transfer to Depreciation Reserve ЕР ane ES 
Amount Reserved In respect of Goodwili ^ 
Costs of Acquisition of new Subsidlary Businesses ritteii off ` 
Preference Dividend, less Income Tax  .. .. . os 
Ordinary Dividend of 30 per cent, less Income Tax n Ss 


, Balance carried forward as per Balance Sheet .. пр .. mm 


568 
1,700 
34,536 
36,804 
36,226 





230,455 
489 


578 


1,018,147 


~~ 30,402 
987,745 





£ 
2,215,173 


233,522 
1,981,651 


987,745 


993,906 
199,571 


1,193,477 











1950-51 
1,909,387 , 


204,897 
492 


600 
1139 
35,679 


i 
| 
| 
| 


37,418 
34,696 


2,722 
833 


208,944 
1,700,433 
842,904 
454,997 
472,268 
— 17,271 


$25,633 
37,500 


788,133 


912,310 
193,885 


1,106,195 








906,624 


993,874 
£199,603 





£199,571 








- Note: United Kingdom Taxation has been provided above on the following basis: 
(1) Income Tax. ~ The amount appropriate to the gross Dividends received frora Subsidlary Companies, less the amount recoverable on 
the’ Company's Management Expenses, and sundry smal! adjustments in resoect of earlier years. 


(2) Profits Tax and Excess Profits Levy. ~ 


The estimated liability up to March 291}, 1952, less sundry small adjustments In respect of earlier 


ears. This liability is reduced by Management Charges for the period to March 29th, 1952, made to those Subsidiary Companies whose 
[^ lability to Profits Tax and: Excess Profits Levy is borne by che Company. P 


to avoid, as long as possible, the necessity of increas- 
ing subscription rates. Income last year was a record 
at £24,147. 

. Prior Year Profits 

A change is made this year in the presentation of 
'the profit and loss account of the Fairey Aviation 
" Co Ltd. The account begins with a figure for 'Con- 
solidated trading profits’ which includes both 
current profits and those: of prior years brought in. 
Previously the policy had been to show the current 
profits, and the tax provided; with 'Profits for prior 
years less taxation adjustments' shown as an addition 
to the net current profit figure. 

A note to the account this year éxplains that the 
consolidated trading profit of £804,832 includes 
approximately £525,000 profit on deliveries made 
in prior years arising from contract settlements 

. reached during the year. The company takes no 
: eredit into the account for accrued profit on work in 
' progress nor on goods delivered but awaits price 
` settlement at the end of the financial year. 

The chairman explains, in his statement, that the 
‘change in method has been made ‘for the sake of 
simplicity’. He adds that the nature of the company’s 
-business and.the board’s policy of avoiding, as far 


as possible, the inclusion of profits on deliveries until 
prices Lave been agreed, or can be estimated with 
reasonable accuracy, usually involves the inclusion 


in the accounts of considerable credits for prior | 


years. The credit of £525,000 brought into the latest 
accounts compares with £420,000 in the previous 
year. 

Financing the substantial increase in production 
demandzd -by the requirements of the rearmament 
programme has led to a heavy strain on the aircraft 
indust-ies! financial resources. In the case of Fairey 
Aviation there were group bank overdrafts of 
Á919,co» outstanding on March 31st last while 
capital zommitments amounted to approximately 
£360,coo. 

Money Market 

Particuler interest was taken on the Treasury bill 
result ов November 7th. Bidding at £99-8s 1d the 
market obtained 67 per cent of requirements and 
applications totalled £335,405,000 for the £240 
million of bills on offer. The average rate was 
£2 75 8-19d per cent, the lowest rate since last May. 
This week's offer is again £240 million which means 
an excess of {20 million over corresponding ` 
maturities. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. ` 


Containers: Accounting Treatment of Deposits 


Sir, ~ Your correspondent, Mr Khouri (November 
1st issue), appears to be confusing the cost of acquiring 
containers with the deposit charge made for them, 
which are quite unrelated. The original cost of the 
bottles and. cases should be capitalized as a fixed 
asset. They are treated by the British Inland Revenue 
on a renewals basis unless the cases are metal, when 
wear and tear is allowed. Replacements are charged 
direct to trading. The deposit charge to customers 
should be credited, via sales day book, to a bottles and 
cases deposit accourt and returns debited. The credit 
balance on this account is deducted in the balance 
sheet from total dektors, as representing the fictitious 


- portion of the debts outstanding. 


The ‘deferred revenue expenditure account’, 
created by your correspondent, which is to be written 
off over three years would not be allowed as a charge 
by the Inland Revenue in this country and he is 
strongly advised to change the system to the one 
outlined above. Bo-tles and cases are loaned to cus- 


tomers, not sold. Yours faithfully, 
Blackburn. K. WADE. 


Earned Income Allowance: Vicar’s Wife 


Sir, ~ Not all of us have met with as much success as 
your correspondents (November ist issue) and the 


practice appears to vary in different-districts. I took - | 


over a case where a nominal salary paid to the wife by 
the vicar-had been claimed and allowed in the past. 
I claimed a sum for which there was evidence of 
payment in the bank statement (which incidentally 
was a slightly smaller sum than had been allowed 
previously). The Inspector rejected the claim saying: 

‘This item is not admissible but appears to have 
inadvertently been allowed previously.’ 

I gave a detailed description of the duties carried 
out by.the vicar’s wife and stressed that there was no 
curate. The Inspector agreed to put the point up to 
his head office and I received the following reply: 

‘I have been directed to inform you that no allow- 
ance for wife's wages is due in this case. 

‘Broadly the line of argument is that the expense of 
secretarial or similar lay assistance is not incurred 
necessarily in the performance of the spiritual duties, 
and cannot therefore be within General Rule 2. 
If any portion of the wife’s duties is stated to be 
spiritual, then the payment by the husband for the 
performance of his duties by some other person is 
prohibited as a deduction in a clergyman’s expenses 
claim. 

- “The duties performed by the wife appear to be 
no more than would be expected of the wife of any 
parson and which would normally be performed 

' without payment. It is usual to find that these duties 
are performed in the parish without expense either 


by the wife or members of the congregation and if 
the contrary is asserted in an individual case, the 
. necessity for payment must be established. It is not 
sufficient to show that the duties are paid for as a 
moral obligation or merely in the way in which the 
particular holder of the office elects to carry out his 


duties.” . 

Yours faithfullv, 

ANON. 
Commercial Ton Mile . 
Sir, - Your article on ‘Air line accounting’ (Novem- 
ber rst issue) provokes me to inquire into the accur- 
acy of the * capacity and revenue ton miles' and their 
similarizy to the ‘commercial ton mile’. The latter is 
calculated by multiplying the weight carried by the 
mileage covered and divided by 2 in order to express 
the cost of returning empty. 

My company, operating its own transport system, 
uses the latter formula as an index of transport 
efficiency and I should like to know your readers’ 
experience in using this formula with particular 
reference to the following: 

(1) Is the ‘commercial ton mileage’ universally used 
in transport undertakings, and 

(2) Is it accurate, particularly when loads are dropped 
at intermediate points, and 

(3) Is it a reliable accounting assessment of carrying 
one ton one mile and return empty such that a 
direct comparison can be safely made with rates 
quoted by haulage contractors, or 

(4) Is it merely an index of efficiency? 

Yours faithfully, 
BRISTOL. 


Butchery Business: Goodwill 


Sir, – I should be grateful if any of your readers could 
supply information relating to the current. method 
employed in the valuation of the goodwill of a 
butcher's business for estate duty purposes. I pre- 
sume this is related to the number of registrations, 
but upon what basis? 
Yours faithfully, 
Folkestone. FRANK. A. HOGBIN. 


Fluctuating Price Levels 

Sir, - Congratulations to Jeffrey English for demon- 
strating the case so lucidly for ‘conversion accounting’ 
in your October 25th issue. I am with him all the way. 
The correction required is in the general purchasing 
power of the £ in which the accounts are drawn. Has 
there then been a needless controversy over ‘historical 
versus replacement cost’ as the basis of profit 
reporting? | 

Theoretically ‘ yes’, since nothing is more likely 
to discourage replacement by the same kind of plant 
than its price racing ahead of the general: price level. 
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Such a situation sends enterprises hunting for alter- 
native (=cheaper) means of doing the same thing. 
This is the way of economic progress. 

Substantially ‘no’, since inflation has been severe 
enough to make replacement costs so much nearer 
the truth than historical costs that the difference 
between replacement costs and converted’ historical 
costs pales into insignificance. The replacement cost 
approach is none the less wrong, but it would be un- 
grateful to deny the service done to accounting 
thought by those who used it to stress the short-fall 
of historical cost depreciation provisions. It may 
prove to have been a necessary stepping-stone in 
thought for those who would not plunge straight 
across to the bare abstraction of converting historical 
to current costs. I look forward, however, to meeting 
both historians and replacers in the ‘Converted 
Accountants’ Institute’. 

Yours faithfully, 

Dublin. A. PAKENHAM-WALSH. 
SIR, - Your issue dated October 18th was most 
illuminating in presenting opinions on this problem 
from widely dispersed sources, emphasizing the fact 
that the only basis of agreement reached so far is 
that, as you said in the leader, there is a 'chasm of 
misunderstanding’, to be bridged. I suggest that 
accountants — acting solely as accountants — are not 
competent by themselves to build that bridge, and 
I further suggest that what is necessary is: the 
economist to survey the requirements of the bridge, 
the statistician to measure the stresses involved, the 
accountant to engineer the construction, with all 
three бана in the needs of industrial manage- 
ment. 

The primary economic and social object of all 
industrial activity or business endeavour is the 
achievement of optimum consumer satisfaction, 
through optimum use of all resources available, and 
the construction of accounts designed to portray 
industrial activity should be engineered to promote 
that object. Agreement to accept this as the primary 
requirement of accounts today is fundamental to all 
good accounting. Once accepted, a reliable super- 
structure could be built, and reinforced by company 
and tax legislation fashioned to implement enlightened 
practice. 

I was surprised to find Mr May, in his article, 
advocating the use of general price indices, while 
waving aside the fluctuations of specific commodities 
as hazards which occur even when the general price 
level is stable. Price indices, being built upon a 
heterogeneous collection of commodities, are un- 
reliable when measuring the movement of specific 
commodities which rarely fluctuate in line with the 
general price index. How can management achieve 
an optimum economic flow of stocks of specific com- 
modities, unless those commodities are being con- 
sistently valued at current replacement cost; or how 
can a realistic user cost be charged to production, 
unless it derives from the.current depreciated replace- 
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ment value of the machine concerned? I suggest 
that general price indices should be used in the 
structure of the ‘bridge’ only when the current 
replacement values of specific commodities or ser- 


vices are not known, and even then with great ' 


caution 

With regard to Mr E. D. Wilkinson's point, as 
reported by Mr 5. R. Brown in ‘Australasian Com- 
mentarv ~ IX’, that premature attempts to introduce 
changes by individual members will only lead to 
chaos; while agreeing that irresponsible attempts 
should зе avoided, I would instance the: report and 
accounts of the Dutch company, 'N.V. Philips 
Gloeilarapenfabrieken', as an outstanding example of 
the possibilities of integrated replacement cost 
accountng. 

Mr Jeffery-English’s letter in your issue dated 
October 25th demonstrates the confusion of terms 
and interpretation which can arise from accepting a 
general price index as the yard-stick of profit or loss. 
He apozrently desires stocks to be valued in terms 
of ‘one Lomogeneous unit of currency’ (is there such 
a thing? or ‘year-end £s’, but if a particular com- 
modity's market valuation is lower than the 'year-end 
£s valuation, the homogeneous yard-stick for that 
commodity becomes market price, and the difference 
between the two valuations is regarded as a ‘trading’ 
loss. This is a perpetuation of the convention, as 
Mr Eng ish admits, that stocks require valuing at 
cost or market price at the date of the balance sheet, 
which is contrary to the economist’s concept of a 
‘going zcncern'. 

Businesses operate from day to day; stocks are 
consume from day to day and charged out from the 
balance cf stocks on hand. How can they be charged 
out at their true economic (replacement) cost if the 
balance & not maintained (say by monthly conver- 
sion), a: replacement cost? If this concept is accepted, 
the alleged need for the ‘cost or market’ rule dis- 
appears. Economic profit or loss is the difference 
between -ealized sales value and the value of all the 
commodities and services consumed in producing 
the sales at the dates the sales are realized, and is not 
dependert on some arbitrary valuation at the year 
end. А other differences are financial gains or losses 
and shouid be shown as such and not merged month 
by montk, to the confusion of management, with the 
real profit earned by the use and disposal of economic 
resources 

There is an urgent need for industry to become 
sufficiertly ‘resilient’ to-absorb the continual shocks 


of price fluctuations which are so liable to impair the ` 


smooth running of the industrial machine. In build- 
ing a bridze which will absorb the stresses and strains 
of price fluctuation, enabling industry to drive 
smoothly forward to its objectives of optimum use 
and satisfaction, accountants will not only benefit 
individuai businesses, but will help in freeing the 
economy as a whole from recurrent crises. 
Yours faithfully, 


London, Wr4. WM. É. SPRUCE. 
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THE LEEDS, BRADFORD AND DISTRICT 
n SOCIETY OF CHARTERED ACCOUNTANTS 


ANNUAL 


The annual dinner of The Leeds, Bradford and District 
Society of Chartered Accountants was held at The 
Midland Hotel, Bradford, on Thursday, November 
6th, 1952. The President of the Society, Mr C. A. 
Harrison, O.B.E., F.C.4., presided over a company of 
more than 300 members and guests, who were received 
by Mr Harrison and by Mr James Blakey, Е.С.А:, 
Vice-President of The Institute of Chartered Account- 
ants in England and Wales. 

Among the guests were The Rt. Hon. Lord 
Mackintosh of Halifax, D.L., LL.D., Alderman John 
Shee, о.В.Е., J.P., Lord Mayor of Bradford, Mr F. R. M. 
de Paula, c.B.E., F.C.4., Mr J. H. Shaw, President of 
'The British Wool Federation, and 


Messrs С. E. Birkenshaw, F.T.1., F.L.1.A. (President, The 
Woollen and Worsted Trades’ Federation); C. W. Boyce, 
С.В.Е., F.C.A. (Immediate Past President, The Institute of 
Chartered Accountants in England and Wales); E. P. Broome, 
F.C.A. (President, Nottingham Society of Chartered Account- 
ants); D. Bulay-Watson, A.F.C. (Chatrman, Regional Council, 
Federation of British Industries). 

Messrs S. H. Chippendale, F.v.1., F.A.L.P.A., F.V.A. 
(President, Bradford cnd District Auctioneers’ and Estate 
Agents’ Association), Douglas A. Clarke, LL.B., Е.С.А. 
(Chairman, London and District Society of Chartered 
Accountants); R. E. Dowse, F.R.LC.S., F.L.A.S., M.R.SAN.I. 
(Deputy Chairman, Yorkshire Land Agents’ Society); 
E. Duncan Taylor, F.c.A. (Member of the Council of The 
Institute of Chartered Accountants in England and Wales); 
Derek du Pré (Editor, ‘The Accountant’); H. Duxbury 
(President, Bradford Incorporated Law Society), E. Emmer- 
son, F.S.A.A., F.C.W.A. (President, Incorporated Accountants 
District Society of Yorkshire); G. N, Fullagar, F.C.A. (Presi- 
dent, Liverpool Society of Chartered Accountants). 

Messrs G. A. N. Hirst, T.D., M.P. (President, Leeds 
Chamber of Commerce); R. Holmes (President, Insurance 
Institute of Bradford); A. S. Maclver, M.c., B.A. (Secretary, 
The Institute of Chartered Accountants in England and 


| Wales); H. Mitchell Firth, F.s.A.A. (President, Bradford and 


District Society of Incorporated Accountants); H. Richardson, 
M.SC., F.INST.P. (Principal, Bradford Technical College); 
E. E. V. Rowley, a.c.a. (President, Leicestershire and North- 
amptonshire Society of Chartered Accountants); T. H. Shaw 
(H.M. Inspector of Taxes, Bradford ist District). 

Messrs А. С. Smeeton, F.C.A. (President, Sheffield and 
District Society of Chartered Accountants); O. B. Stokes, 
O.B.E., J.P. (Editor-in-Chief, Bradford and District Newspaper 
Co Ltd); Councillor О. Turner, M.C., J.P. (Mayor of 
Brighouse), Mr E. G. Turner, M.C., F.c.a. (President, 
Manchester Society of Chartered Accountants); The Very Rev 
J. G. Tiarks, m.a. (Provost of Bradford); Mr С. C. Walter 
(Chairman, Bradford and District Centre, The Institute of 
Bankers); Alderman R. W. Waterhouse, J.P. (Mayor of 
Keighley). 


Passport to Fame and Fortune 


The toast of “The Institute of Chartered Accountants 
in England and Wales’ was proposed by Lord Mackin- 
tosh, who said that three things were essential to the 
accountancy profession — integrity, impartiality and 
industriousness. He continued: 

‘It is the very best training for any business career and 


the years spent in taking professional degrees will be worth 
it over and over again. It is a fine profession and the certificate 


DINNER 


of your Institute can be a passport to fame and fortune.’ 
(Applause.) 


In the course of his reply, Mr Jame sBlakey referred 
to the difficult problem known as ‘accountancy in relation 
to changes in the purchasing power of money’. 

‘I quite realize that it is a controversial subject, but you 
might be interested to hear of a visit I paid to Canada in 
September, where I had the privilege, with Mr Maclver, 
our secretary, and our wives, of attending the fiftieth annual 
meeting of the Canadian Institute and I found that they 
had the seme problem under discussion, although they call 
it by a slightly different name — "fluctuations in the value of. 
the monetary unit". 

‘They were extremely interested in the Council's 
Recommendation XV, and the great majority of those 
I spoke to agreed with our attitude. In fact, one American 
delegate paid us the compliment of saying that he would 
have beer. proud to have been its author. 'T'he Institute is 
still willing and desirous of exploring the matter further, 
and has taken steps with this aim in view to call a meeting 
of representatives of other accountancy bodies for further 
exploniticn and, in fact, the first meeting has taken place 
today." 

A Plea for Voluntary Service 


` After mentioning the training of articled clerks, Mr 


Blakey expressed the hope 

‘that the young practitioner may find time to give some 
voluntary service to his local society, or students' society, 
in spite af the economic difficulties of our time, and I can 
assure him it will be work well worth while, as he will make 
friendships and have pleasant recollections to look back on 
in later years. . 

‘There is no height to which a member may not reach 
by this voluntary service and, in fact, I speak from expeti- 
ence, as :t was through becoming a member of the Man- 
chester Society committee over thirty years ago that I 
eventually was elected to the Council.' | 

Proposing the toast of "The city and trade of 
Bradford’, Mr de Paula said that in ancient times the 
word ‘Bradford’ stood for wool, which was the first 
commodity to be exported from this country and the 
first factor to bring this country wealth and power. 
The cloth trade started in medieval days and had 
become second only to agriculture; Bradford now had 
an honoured name throughout the world. 

The Lord Mayor of Bradford, replying to the toast, 
said he remembered that in the old trade union days 
they used to have a yearly meeting consisting of two 
or three people (one of whom could sometimes add up) 
and a secretary, together with the cash box. After 
sorting out the business and the various payments, 
anything left in the cash box was claimed by the 
secretary. (Laughter.) 

The toast of ‘Our Guests’ was proposed by Mr 
Harrison, who said in the course of his speech: 

“If we had no Provincial Press there would be no 
democrazy – and if we had no professional Press to stand 
up against governments and put forward the professional 
point of view, there would be no democracy.' 

Mr J. H. Shaw responded on behalf of the guests. 

Mr J. W. G. Mitchell, r.c.4.,, a member of the 
Committee of the Society, proposed a toast to the 
Chairman which was warmly received. 
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THE SOUTH EASTERN 
SOCIETY OF CHARTERED ACCOUNTANTS 


THIRTEENTH ANNUAL DINNER 


The South Eastern Society of Chartered Accountants 
heid their thirteenth annual dinner at The Hotel 
Metropole, Brighton, on Friday, November 7th, 1952, 
with Mr R. W. Smith, 0.3.£., T.D., F.c.A., in the chair. 
Members and guests, numbering 270, were received 
by Mr Smith and by Mr T. B. Robson, M.B.E., M.A., 
F.C.A., President of TheInstitute of Chartered Account- 
ants in England and Wales. 

Among the official guests were Alderman Miss D. E. 
Stringer, J.P., Mayor of Brighton, Alderman Н. W. 
Seymour Howard, J.P., Major-General C. Lloyd, с.в., 
с.в.Е., T.D., Mr P. H. Inman, F.A.I., АЛ.АВВ., and 


Messrs R. J. M. Christie, M.c. (President, Insurance 
Institute of Brighton and Sussex); Douglas A. Clarke, 
LL.B., F.C.A. (Chairman, London and District Society of 
Chartered Accountants); F. G. Dawes, F.c.1,8. (President, 
Chartered Institute of Secretaries, Sussex Branch); Derek. 
du Pré (Editor, ‘The Accountant’); T. C. Dundas, M.B.E. 
(President, Institute of. Banhers, Brighton Section); A. C. 
Fuller, L.D.s.ENG. (Chairman, Brighton and District Section, 
British Dental Association); W. Gerwyn Jones, Е.С.А. 
(President, South Wales and Monmouthshire Society of 
Chartered Accountants); Miss C. L. Hingston, M.B.E. 
(President, British Medical Association, Brighton Division). 

Messrs M. G. Holman, r.R.L.c.s. (Chairman, Royal 
Institute of Chartered Surveyors, Sussex Branch); E. Infield 
Willis, B.A., J.P. (Chairman, Brighton and Hove Chamber of 
Commerce); J. Ireland Eager (President, Sussex Law Society); 
M. P. V. Leigh (Sussex Students’ Society); J. A. Linsdell 
(Southampton and District Students’ Society); J. J. Longland, 
A.C.A. (Portsmouth Students’ Society). 

Messrs А. S. MacIver, M.C., B.A. (Secretary, The Institute 
of Chartered Accountants in "England and Wales); V. E. 
Richardson, F.A.C.C.A. (Vice-President, South Eastern 
District Society of the Association of Certified and Corporate 
Accountants); E. C. Sherwood, А.А.С.С.А. (Official Receiver); 
C. G. Schurr, F.R.C.s. (President, Brighton and Sussex 
Medico-Chirurgical Society); А. G. Smeeton, F.C.A. (President, 
Sheffield and "District Society of Chartered Accountants); 
Т. H. Tosh (H.M. Inspector of Taxes); E. Webb, Е.Ѕ.А.А. 
(Vice-President, Incorporated Accountants District Society 
of Sussex). 


Proposing the toast of “The Institute of Chartered 
Accountants in England and Wales and the accountancy 
profession’, Alderman Seymour Howard said that 
nowhere in the world is there a higher standard of 
commercial honour than in this country, and this is 
not unconnected with the high ethical standards set 
by the accountancy profession. 


Crusade for the Qualified Accountant 


In the course of his’ reply, Mr Robson paid a high 
tribute to the Secretary of the Institute. Of Mr 
Maclver's ‘spare time activity as Secretary to the 
International Congress in London’ Mr Robson said 
that he won, not only from the sponsoring bodies, but 
also from a host of overseas visitors, ‘universal appro- 
bation of his competence, his calm, his courtesy and 
the leadership which he gave to his staff’. (Loud 
applause.) 

Mr Robson reminded his listeners that when ће was in 
Brighton last March he had urged that every guest of 


they need.’ (Applause.) 


Га 


the Society should carry on a crusade for the qualified | 
accountant and see to it, as far as in him lay, that his | 
friencs should go to the qualified man for accounting 
and taxation services and leave the unqualified man 
severely alone. 

‘I wish to repeat this urgent request’, he said. “Too many 
of our members in the rural districts and small towns are 
suffering from a sense of frustration because work which 
they are well qualified to do is filched by unqualified persons, 
who, through advertising and other unprofessional means, 
bring -hemselves and their offers of services to the notice of 
poss:b e clients. Chartered accountants are not allowed to 
advert se, but they do their jobs well and for reasonable 
charges. 

‘Piecse believe that and carry the news to others from 
here. Give it all the publicity you can and tell your friends ; 
and neighbours that it is in their interest and the interests 
of tke public at large that they should always go to the 
qualified man rather than to the quack for the services that 


















The toast of ‘Our Guests’ was proposed yi Mr 
J. H. B. Young, р.ѕ.0., M.C., J.P., БС. Mr P. H. 
Inman replied. 

'The -oast of "The South Eastern Society of Chartered 
Accountants’ was proposed by Major General Lloyd, 
who seid: 

‘We all have to remember that the greatest value of 
profess onal organizations, apart from the professional 
etiquet-e and professional standards, obviously lies in the 
persone! contacts with individuals, and in the personal 
contacts which one makes and the services which one gives 
to on2’s own local community.’ (Applause.) 


Tke toast was accorded musical honours. 


Education of Students 


In response, the President of the Society said that the 
Society was trying to widen its activities and create 
greater interest for those members of the Institute, , 
practising and employed, in the more scattered parts | 
of their area. Mr Smith continued: 

‘The other big problem which we have is that of the 
education of our students. We all know the pronouncements 
that have been made by the Institute and the various 
conditicns that have been laid down, and I think you will 
agree tFat the Institute admits quite frankly the difficulties 
that exst. We are making strenuous efforts to overcome 
difficultes. Primarily, responsibility must lie with. the 
ртіпсір:1 himself, and though every aid may be given by 
tutorial assistance, student bodies, etc., this can never take 
the place of the proper guidance given by the principal who 
is going to see that the articled clerks will be fitted to take 
their rightful places as members of our Institute.’ 


The 2resident concluded by thanking the Honorary 
Secreza-y of the Society, Mr A. G. J. Horton-Stephens, 
A.C.A., Zor all his hard work in connexion with the 
Society not only in regard to the arrangements for the 
success of the dinner, but also for his work for the 
students' residential course. Mr Smith also thanked 
the ccn-mittee for their support. 

During the evening entertainment was provided by 
Mary Grme and Stewart Johns, with Peggy Grumitt 
at the riano. 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council, held 
on Wednesday, November sth, 1952, at the Hall of the 
Institute, Moorgate Place, London, EC2, there were 
present: 

Mr Т. B. Robson, M.B.E., President, in the chair; Mr J- 
Blakey, Vice-President; Messrs H. Garton Ash, О.в.Е., M.C., 
W. L. Barrows, Sir Harold Barton, Mr T. Hamilton Baynes, 
Sir B. H. Binder, Messrs C. W. Boyce, с.вЕ., W. С. 
Campbell, P. F. Carpenter, W. S. Carrington, S. W. 
Cornwell, А. S. H. Dicker, M.B.E., С. R. Freeman, P. Е. 
Granger, D. V. House, H. Crewdson Howard, Sir Harold 
Howitt, G.B.E., D.5.0., M.C., Messrs У. H. Lawson, C.B.E., 
W. R. MacGregor, K. A. E. Moore, P. Morgan-Jones, 
S. J. Pears, C. U. Peat, M.C., P. M. Rees, M.C., L. W. Robson, 


> С: F. Saunders, Gilbert D. Shepherd, M.B.E., K. G.” 


Shuttleworth, C. M. Strachan, o.3.z., E. D. Taylor, 
E. Gordon Turner, M.c., 4. D. Walker, T. Walton, Sir 
Nicholas Waterhouse, K.B.E., Mr R. P. Winter, M.C., T.D., 
with the Secretary and Assistant Secretaries. 


Presentation of Prizes 


In presenting the following prizes to the under- 
mentioned candidates, who were able to attend the 
meeting of the Council, the President said: 
Gentlemen, 

It is my pleasure and privilege to welcome you on 
behalf of the Council and to extend to you our warmest 
congratulations on the distinctions which you have won. 

. Your attendance here has been postponed for a 
month in order that I might have this privilege, for I 
only returned last week from a twelve or thirteen 
thousand mile journey to, in and from North America. 

The interest of the accounting bodies in Canada and 

. the U.S.A. in the training of students and methods of 
examination is as intense as it is here. We are all 
striving to find the best ways of selecting, training and 

/ adding to our profession the right type of member. 

The prize-winners who have just come so successfully 
through the ordeal by examination have yet many other 
ordeals to pass. Some are only at the beginning of their 
apprenticeship and have all the way to go, others have 
proved themselves by their success at the intermediate 


stage to be fit to embark upon the final endeavour; and - 


then, last of all, there are those who have passed the 
final examination with flying colours, 

. To you all, whatever be the stage you have indi- 
vidually reached, I want to say "Well done!’ I want also 
to offer a few words of advice for your future guidance. 

Examination success is not enough. We have all to 
show in our lives and characters as well as by our brains 
that we are in every way fitted to be members of our 
great profession. Integrity and ability go hand in hand, 
industry and honesty, adaptability, alertness, thought 
for his fellows, all these qualities and others go to make 
the successful chartered accountant. 


"Those of you who have passed the Final examination . 


pare on the threshold of a larger life. Your training is 
not completed; for it never will be. We are all learning 
all the time, or, if not, are not fitted to serve the public 

in the way it is entitled to expect us to serve. 
Be ambitious; be receptive, be ready to learn all you 


can from the experience of others as well as‘from your 
own, pass on to your younger brethren the benefits 
which you gain: Take an interest in all things, not 
merely in technical professional affairs (though these 
are very important) but also in the wider life outside. 
Remember that health is important and that active 
participation in sports and games, social service work, 
interest in literature and the arts, in travel and many 
other things which are outside examination programmes 
are of great importance in the development of a full 
life. The work of the chartered accountant touches life 
at so many points and in so many diversified phases that 
the wider his interests the better accountant he should 
be capable of being. 


Go forth then today, at whatever stage your presence 
here indicates you to have reached, and take with you 
the best wishes of this Council, all of whom in their 
day and generation had to pass through ordeals 
similar to those which you have successfully accom- 
plished and are anxious to see their future colleagues 
start well on their road of life. 


Final Examination 


First Certificate of Merit, the Institute Prize, the 'Walter 
Knox’ Scholarship, the ‘West’ Prize and the ‘Plender’ Prize 
for the English Law (Part I) Paper 
W. R. Dean (E. Bosley), Birmingham. 

Second Certificate of Merit and the ‘Plender’ Prize for the 
English Law (Part II) Paper 

y A. Meeson (H. W. Bagge), London. 

Third Certificate of Merit and the ‘Plender’ Prize for the 
General Financial Knowledge and Cost Accounting Paper 
K. C. P. Barrington (Sir B. H. Binder), London. 
‘Plender’ Prize for the Advanced Accounting (Part 11) Paper 
M. I. Gee (S. K. Tubbs), London. 

‘Frederick Whinney Prize and the ‘Plender’ Prize for the 
Advanced Accounting (Part I) Paper 
J. M. Rae (H. J. R. Ledsam), Birmingham. 


Intermediate Examination 


Second Certificate of Merit and the 'Robert Fletcher! Prize 
B. O. Chilver (D. J. Ginnings), London. 
Third Certificate of Merit and the ‘Plender’ Prize for the 
Auditing Paper 
W. M. Hoffman (A. P. W. Simon), London. 
Fourth Certificate of Merit and the ‘Plender’ Prize for the 
General Commercial Knowledge Paper 
A. V. J. More (C. H. Mead) London. 
Sixth Certificate of Merit à 
J. O. Turner (E. F. de C. Smith), Norwich. 
Seventh Certificate of Merit 
J. R. King (C. Jordan), London. 
C. E. Poerscout-Edgerton (B. Gilbert), London. 
Ninth Certificate of Merit 
B. W. Cutter (L. R. Binns), London. 
Tenth Certificate of Merit 
J. Halton (J. W. Pickard), London. 
Eleventh Certificate of Merit 
J. Seymour (H. Arbeid), London. 
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‘Plender Prize for the Book-keeping and Accounts (Limited 
Companies) Paper 
M. J. L: Stracey (J. H. S. Howard), London. 


‘Plender’ Prize for the Taxation and Cost Accounting Paper 
R. Sulkin (C. M. Luck-Hille), London, 


Exemption from the Preliminary Examination 


Three applications under bye-law 79 for exemption 
from the Preliminary examination were acceded to. 


Exemption from the Intermediate Examination 


One application under bye-law 63 (d) for exemption 
from the Intermediate examination was acceded to. 
Twenty-four applications under bye-law 85 (a) for 
exemption from the Intermediate examination by 
articled clerks who had produced evidence of having 
graduated by taking one of the degree courses approved 
by the Council under bye-law 62 were acceded to. 
- Four applications under bye-law 85 (b) for exemption 
from the Intermediate examination were acceded to. 


Reduction in Period of Service under Aricles 


Four applications under bye-law 61 for a reduction in 
the period of service under articles were acceded to. 


Intermediate Examination 


One application under bye-law 81 for permission to 
sit an earlier Intermediate examination was not 
acceded to. 
Final Examination 

Two applications under bye-law 63 (e) for permission 
to sit an earlier Final examination were acceded to. 

One application under bye-law 86 for permission 
to sit an earlier Final examination was acceded to and 
two applications were not acceded to. 


King George VI National Memorial Fund 


'The Council decided that a donation of 250 guineas 
be made by the Institute to the King George VI 
National Memorial Fund and that approval be asked 
from the members of the Institute at the annual 
meeting in 1953. 


Articled Clerks Engaging in Other Business 
Two applications under bye-law 57 from articled 
clerks to engage in other business during their period of 
service under articles were acceded to. 


Articled Clerk in Industrial Organization 


One application under bye-law 58 (c) from an articled 
clerk to serve a part of his articles in an industrial 
organization was acceded to. 


Election to the Council 
Mr Eric Carpendale Corton, F.c.a., Leicester, was 
elected a member of the Council to fill the vacancy 
caused by the resignation of Mr Thomas Fleming 
Birch, F.c.a., Leicester. 


Change of Name 
The Council decided that the following change of 
name be made in the Institute records: 
Sir Alexander Somerled Angus Bosville Macdonald 
of the Isles, M.C., B.A., A.C.A., to Sir Alexander Somerled 
Angus Bosville Macdonald of Sleat. 
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Royzl Commission on Taxation of Profits and 
Income 


The Zouncil authorized the submission of a supple- 
mentary memorandum to the Royal Commission on 
Taxation of Profits and Income. 


. 


Booklet on the Companies Act, 1948 


In May 1948 the Council issued a booklet on the 
Companies Act, 1947, containing recommendations by 
the Council on matters of difficulty affecting account- 
ants amd auditors and incorporating the joint opinion 
given by counsel. As that booklet is now out of print 
the Council has decided to issue a second edition 
dealinz with the Companies Act, 1948, and omitting 
matter which is no longer relevant. 

Copies of the new edition can be obtained, price 
55 per copy post free, on application to the offices of 
the Irstitute. Remittances must accompany applica- 
tions. 

In preparing the new edition the Council has 
decided to alter two' of the recommendations contained 
in the original booklet. The alterations are as follows: 


Paragraph 80 (paragraph 100 of the original booklet). 
The recommendation in paragraph 80 now reads as 
follows, the alteration consisting of an amplification of 
the wording of item.-(b), 

The "Zouncil's previous recommendation on the treatment 
of taxation in accounts (No. 111 published on March 13th, 
1943, т the series of recommendations on accounting 
principes) requires amendment in the following respects: 

(a) The word ‘provision’ ceases to be applicable to 

amounts set aside to meet future income-tax. 

(b) Such amounts should be classified as reserves and 

ei:her included with the aggregate of other reserves or 
skown as a separate item. 


Paragraph 105 (paragraph 125 of the original booklet) 
The recommendation in this paragraph now reads 
as follows: 

In o:der to avoid misunderstandings, the Council 
recommends that the auditor should require (under 
Section 162 (3)) either: 

(a) That the notice to be given by each director under 

. Section 198 (1) be given in writing in the form of a 
stetement of pensions, compensation and emoluments, 
inclading all benefits received otherwise than in 
cath; or 


Ф 


(b) thet a resolution be passed by the board recording | 


thet the notices required by Section 198 (1) have been 
да у given and approving the figures to be shown in 
the accounts. 


Summer Course, 1953 


In the report of the proceedings at the Council meeting 
on October 151, 1952 (The Accountant, October 11th, 
1952, pege 432), it was reported that the Council had 
approvei the holding of a summer course at Christ 
Church, Oxford, from Thursday, July oth, to Tuesday, 
July 1413, 1953. It has since been necessary to change 
these dazes by one day, so that the course will be held 
from Friday, July roth, to Wednesday, July 15th, 1953. 

The provisional dates for the courses: іп 1954 and 
1955 remain unchanged. 


Gertificates of Practice etc. 


It was resolved: 
(1) That certificates of practice be issued to the 


. 


November 15th, 1952 


following forty-six associates who have commenced 

to practise: 

Alam, Foizul, В.сом.; 1952, A.C.A.; 141 Offord Road, 
London, Ni. 

; Aldred, Hugh, M.A.; 1950, А.С.А.; (E. Noel Humphreys & 
Co), 9-11 Old Bank Buildings, Eastgate, Chester. 

Askwith, Nelson Mark; 1952, A.C.A.; (Franklin Wild & 
Co), Orient House, 42-45 New Broad Street, London, 
EC2. 

Bellamy, Northcote Miles; 1951, A.C.A. (*C. C. Payne & 
Co), 12 Upper King Street, Norwich. 

Brazier, Barry Raymond; 1952, A.C.A.; 7 Jeremy Road, 
Goldthorn Park, Wolverhampton. 

Byrne, Aubrey Harold; 1952, A.C.A.; (M. Fenton & Co), 
Clarendon House, 11-12 Clifford Street, New Bond 
Street, London, Wi. 

Cheston, Arthur Gordon; 1948, A.C.A.; (Leslie B. Prince, 
Simon & Co), Palmerston House, Bishopsgate, London, 
EC2 

Church, Dan Ernest; 1952, A.C.A.; 138 Revelstoke Road, 
Southfields, London, 5718. 

Cohen, Michael Stanley, в.сом.; 1952, А.С.А.; 57, Seaview 
Road, Wallasey, Cheshire. 

Davey, John Patrick; 1949, А..С.А.; (Scrutton & Goodchild), 

» 34 Museum Street, Ipswich, and at Dovercourt and 
Saxmundham. 

Durman, Lawrence Frank; 1934, A.C.A.; (Viney, Price & 
Goodyear), Empire House, St Martins-le-Grand, Lon- 
don, ЕСт, and 22 Ryder S:reet, St James's, London, SW1. 

Edge-Partington, James Patrick Seymour; 1951, А.С.А;; 
(Allsop & Crabbe), 35 New Broad Street, London, ЕС2. 

Evans, David Llewellyn, B.A; 1951, A.C.A.; (Spicer & 
Pegler), 19 Fenchurch Street, London, EC3. 

George, Ronald Francis, т.р.; 1932, A.C.A.; (*Deloitte, 
Plender, Griffiths & Со), 5 London Wall Buildings, 
Finsbury Circus, London, ECz. 

Gower, Francis Leslie; 1947, A.C.A.; (Serutton & 
Goodchild), 34 Museum Street, Ipswich, and at Dover- 
court and Saxmundham. 


Gwyther, Hugh Michael; 1952, A.C.A.; (H. M. Gwyther & 


Co), Painswick House, Abertillery, Mon 

Hansford, John Vernon; 1940, А.С.А.; (Mortis, Gregory & 
Co), 3 York Street, Manchester, 2, and at Macclesfield 
and Widnes; also at "Oldham (Morris, Gregory & Co) and 
(Berry & Fullen). 

Harvey, Colin Victor; 1952, A.C.A.; (Norton, Deith & Co), 
14-18 Queen Victoria Street, London, EC4, and at 
Felixstowe. 

' Hayward, Francis John, в.сом.; 1952, A.C.A; 3 The 
Minster, Penn Fields, Wolverhampton. 

Hindle, David Ross; 1952, A.C.A.; (Franklin, Wild & Co), 
Orient House, 42-45 New Broad Street, London, ECa2. 
Hingley, Robert Alexander; 1950, A.C.A.; (Bayfield & 

Bayfield), 95 Colmore Row, Birmingham, 3 

Holmes, John Alexander; 1948, А.С.А.; 1 em Road, 

Stevenage, Herts. 


Howell-Jones, Raymond George; 1949, A.C.A.; (Annan, | 


Dexter & Со), 21 Ironmonger Lane, London, 'ECa. 

"Johnson, Geoffrey Leonard; 1951, A.C.A.; (Geoffrey L. 
Johnson & Co), 26 Mutley Plain, Plymouth. 

Jones, Aled Evans; 1952, A.C.A.; (Rushton, Osborne & Co), 
11-12 Finsbury Square, London, ECa2. 

Jones, Geraint Appleby; 1935, A.C.A.; 4 Market Hill, 
Saffron Walden, Essex. 

; King, Harold Anthony Halloran; 1949, A.C.A.; (Beor- 
Roberts & King), 13 Castle Street, Brecon. 

King, Sidney; 1950, А.С.А.; (King & King), 250 Commercial 
Road, London, Er. 

' Matthews, Vernon; 1949, A.C.A.; (Hartley Turner & Son), 
Lloyds House, 18 Llovd Street, Albert Square, Man- 
chester, 2. 

, Montgomery, Thomas Desmond; 1951, A.C.A.; (Shrimpton, 
Wiltshire & Co), 7 Market Cross, Манаа, 
tshire. 


* pla placed against a Firm Name signifies that the Firm is not 
exclusively composed of members: of the Institute. 
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Price, Lynton Morgan; 1933, A.C.A.; (E. Noel Humphreys 
& Co), 9 & 11 Old Bank Buildings, Eastgate, Chester. 

Reynolds, James Julius Saul; 195, 51, на C.A.; 16 Palace 
Court, Finchley Road, London, NW. 

Rigby, Arthur Stanley; 1952, А.С.А.; а Goulding & 
Co), 4 Southport Road, Chorley, Lanes. 

Rivaz, John Christopher; 1949, A.C.A.; 27 Addison Avenue, 
Holland Park, London, Wir. 

Robson, Geoffrey Noel; 1948, A.C.A.; (Thomas Bowden, ' 
Sons & Nephew), 42 Mosley Street, Newcastle upon 
Tyne, 1, and at Hexham. 

Sidaway, George Frederick, B.com.; 1952, А.С.А.; (Е. E. 
Sidaway, Son & Co), 6 Long Lane, Market Place, Black- 
heath, Staffs, and at Halesowen. 

Smith, Cyril William; 1948, A.C.A.; (Scrutton & Good- 
child), 34 Museum Street, Ipswich, and at Dovercourt 

. and Saxmundham. 

Smith, Ronald Stanley; 1949, A.C.A., 17 Dennis Park 
Crescent, Wimbledon, London, SW2o. 

Stapleton, Frederick Andrew; 1952, A. C.A.; 7 Kirk Lane, 
Ruddington, Notts. 

Stokes, David Hounslow, B.A; 1949, A.C.A.; (Bowker, 
Stevens & Co), Queens College Chambers, Paradise 
Street, Birmingham, 1, and at Stafford. 

Stokoe, Ralph; 1947, A.C.A.; (Andrew Reed & Son), 
Lowther Street, Whitehaven, and (Nicholson & Franks), 
18 Church Street, Whitehaven. 

Strode, Philip Horsley; 1950, A.C.A.; (Williams, Stoker & 
Co), 9 Bedford Row, London, Ст; ; also at Paris 
(Williams, Stoker, Crowther & Co). 

Turner, James Brian Weston; 1950, A.C.A.; (*Eacott, 
Standing & Co), 8 Sheet Street, Windsor. 

Wacie, Hugh; 1952, А.С.А.; 6 Broad Street Place, London, 

2. 


Wayne, Peter Howard; 1952, A.C.A.; 7 Arundel Gardens, 
London, Wii. 

Wycherley, Graham St Clair; 1952, A.C.A.; (Muras 8; Со), 

- 49 Queen Street, Wolverhampton. 


(2) That twenty-six associates be elected to fellow- 
ship under clause 6 of the supplemental Charter (bye- 
law 31). 

(3) That one applicant be admitted as an associate 
under clause 5 of the supplemental Charter (bye- 
law 31). 

(4) That one applicant be admitted as an associate 
under clause 9 of the supplemental Charter (bye- 
law 36). 

A list of those who complete their fellowship or 
membership before November 18th will appear in 
The Accountant of November 22nd. 


American Institute of Accountants, 
Canadian Institute of Chartered Accountants, 
Institute of Chartered Accountants of Ontario 

and Institute of Chartered Accountants of Quebec 


The Council received the reports of Mr Т. B. Robson, 
President, and the Secretary, Mr Alan S. MacIver, on 
their visit with Mrs Robson and Mrs MacIver to the 
sixty-fifth annual meeting of the American Institute of 
Accountants held at Houston, Texas, from October 
5th to oth, 1952; the report of Mr MacIver on his visit 
with Mrs MacIver to the fiftieth annual meeting of the 
Canadian Institute of Chartered Accountants held in 
Quebec and Montreal from September 6th to 11th, 
1952; and the report of Mr Robson on his visit with 
Mrs Robson to Toronto, Montreal and New York in 
October 1952. À unanimous vote of thanks was passed 
to Mr and Mrs Robson and Mr and Mrs Maclver for 
undertaking these visits on behalf of the Institute and 
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the Council and extended to them a warm welcome on 
their return. 

Registration of Articles 
The Secretary reported that two hundred and thirty- 
' one articles of clerkship were registered during the 
month of October 1952, as compared with two hundred 
and fourteen in October 1951. 


Resignation 
The Secretary reported the resignation of: 
Mr Robert Henry Jones, F.c.a., Liverpool. 
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Deaths of Members 


The Council received with regret the Secretary’s 
report of the deaths of the following members: 


Mr Herbert Elwyn Dale, a.c.a., Paris. 
» Eric Henry Falk Dammers, B.A., А.С.А., Sherborne. ° 
» Frank Baston Durrant, F.C.A., London. 
Herbert Gwynne Evans, M.C., Е.С.А., London. 
» Frederic Hardy, A.C.A., Weston-super-Mare. 
Ernest Henry Marten-Smith, a.c.a., Leatherhead. 
» Alfred Barnaby Smith, B.COM., A.c.a., London. 
„ William Bayford Stone, M.A., J.P., F.C.A., London. 
; Eric John Gurteen Webb, M.C., F.c.a., London. 


PRODUCTIVITY AND THE ACCOUNTANT 
YEARDAY CONFERENCE IN AMSTERDAM 


This year E was the subject-matter of the 
annual conference of the Netherlands Institute of 
Accountants which was held on September 2oth, in 
the Royal Institution for the Tropics in Amsterdam. 

Accountants from Denmark, England, Finland, 
` Norway, the United States of America and Western 
Germany were present.:Some 450 members of the 
Netherlands Institute (nearly one-half of the total 
membership) attended the conference, as well as 
representatives of the Dutch Government, the univer- 
sities and other professional bodies. The President, 
Professor Keuzenkamp (Professor of the Economic 
College at Rotterdam and a practising accountant) was 
in the chair. 


The English Representatives 

. As in previous years, invitations had been sent to 
bodies of accountants in several other countries and 
The Institute of Chartered Accountants in England 


and Wales was represented by Mr Douglas A. Clarke, 


LL.B., F.C.A.; the Society of Incorporated Accountants 
and. Auditors by the Vice-President, Mr Bertram 
Nelson, J.P., Е.5.А.А.; and the Association of Certified 
and Corporate Accountants by the Vice-President, 
Mr MacFarlane Gray, F.A.C.C.A. 

Tne American Institute of Accountants was repre- 
sented by Mr Percy R. Everett, of New York; the 
Danish Foreningen af Statsautoriserte Revisorer by 
Mr Hjernó Jeppesen, of Copenhagen; the Norwegian 
Statsautoriserte Revisorers Forening by Mr Sverre 
Leversen, of Stavanger; the Finnish Foreningen 
C.G.R. by Mr Börge Forsström and Mr Edmond 
Moberg, of Helsinki; and the German Institut der 
Wirtschaftsprüfer by Dr Heinrich Raschen, of 
Hamburg. 

The President introduced the representatives ‘of 
visiting countries; the English and German representa- 
tives were in turn welcomed in short speeches in their 
own languages, while the representatives of the 
Scandinavian and northern countries were welcomed 
in English, which was used as an international lan- 
guage. Apart from these introductions, all proceedings 
were in the Dutch language. 


Recent work of the Netherlands Institute ` 
In his opening address, the President of the Nether- 
lands Institute gave an account of the Institute's work 
during the past year. In 1951 an advisory committee 
on professional matters had been set up for the study 


i 


of prefessional problems. This advisory committee 
has al-eady issued recommendations in relation to the 
revaluation of assets and liabilities and the ascertain- 
men: cf profits of enterprises with interests in Indonesia, + 
A repert has been sent to members on the problems 
of tke auditor in reporting on accounts of a concern 
whose records are kept in one place and whose business 
is cazr ed on elsewhere. 

Stucy is continuing on questions as to how far it is 
necessary for life assurance companies and property 
compaaies to provide for depreciation of real estate in 
arrivinz at profits; and how far, in drawing up balance 
sheets, account should be taken of tax obligations which 
may arise in the future from existing untaxed reserves. 


У Productivity in America, 


'The morning session was of general interest. Mr W. H. 
van Leeuwen, President of the Royal Dutch Yeast and - 
Spirir Factories of Delft, gave an address, lasting an 
hour, en ‘Productivity: America and ourselves’. The 
speaker explained that the association of productivity 
with tke United States arose not only from American 
achievements of high production in relation to labour 
but also from the provisions as to technical assistance , 
to otaer countries in the Marshall Aid legislation. \ 
Many Dutch accountants and business men had visited 
the Un.ted States to study productivity and a number 
of American experts had visited Holland. 

-The speaker traced the causes of high productivity 
to the ase of machines, organization and the human 


. factor. “While in 1900 each worker in the United States 


and in Europe had approximately the same mechanical 
power et his disposal, the American worker now had 
two and a half times the mechanical power of the 
Europezn. The ratio of power to Jabour is approxi- 
mately five times more favourable in the United States 
than in Holland. 

'The teams that visited the United States had found 
that except in the great assembly-line, industries, the 
Dutch machines were not inferior to those of the 
United States, but in Holland there was less oppor- 
tunity to use special purpose machinery with high 
product-ve capacity. 


Organization and the Human Factor 


Organization for production included.not only advance 
preparation, planning, routing and flow of work and, 
budgetirg but also making use of the organization of 
others. In America a faultless organization of outside 


| 
і 
| 
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parts and supplies, arriving on'a strict time schedule 
at the correct point of the assembly line, reduced 
bandling and stock-keeping costs. 


The human factor included easy comradeship in 


` „ће American works, productivity-mindedness and 


cost-consciousness, staff representation and sugges- 
tions, but. was.also irfluenced by the previous school 
education, which in the United States may lead on 


. more naturally to technical training. If the United 


States system produced comradeship between em- 
ployees, Holland could claim much better relations and 
co-operation between employers and trade unions. 

In the discussion which followed, Dr G. van der Wal, 
director of the Amsterdam departmental store De 
Bijenkorf, regretted that the speaker had not referred 
to Dutch achievements in the field of efficiency. In 
Western Europe the azcountancy profession represented 
a гре part of the ‘intellectual overhead’ and both the 
auditor and the internal accountant had important 
roles. Mr Reinoud, director of the Dutch Govern- 
ment’s Posts, Telegraph and Telephones, who had 
travelled in the United States, said that American 
methods were different and not necessarily better or 
worse than in Holland. Professor van der Schroeff of 
Amsterdam University, who had visited the United 
States to study productivity, considered that there was 
some window-dressing in the selection of the under- 
takings inspected. While the larger American business 
thad much to teach, the medium-sized and smaller 
American businesses were not so very different from 
those in Holland. The United States was better for 
organization and Holland for knowledge. The Dutch 
should avoid mere imitation but could with advantage 
be less formal and more ‘management-minded’. 

In reply to the debate Mr van Leeuwen said that he 
Һай concentrated on what could be learned from 
America and not on the very real achievements in his 
country. Perhaps after all productivity was mainly a 
matter of mentality. . 


Productivity and the Accountant 


"Improvements in productivity and the help that may 
‘be given by the accountant’ was the subject for the 
-afternoon session. An address of thirty-three printed 
pages had been prepared by Mr A. F. Tempelaar, a 
‘practising member of the Netherlands Institute, and 
had been circulatec in advance to the members: 

The speaker gave a general survey of productivity 
-and defined improvements in productivity compre- 
hensively as embracing all improvements which lead to 
a favourable relationship between production and effort 
expressed in all the production factors. Seen in this 
light, improvement in efficiency could be regarded as 
improvement in productivity. In Holland, asin England, 
the subject.had become important not only because of 
war losses, the loss of control of oversea territory in 
Indonesia "and the cost of rearmament, but also in 
relation to the balance of payments between coun- 
tries. 

Improvement in internal organization was one of the 
most important aspects and here the accountant could 
help in providing weekly, monthly and quarterly 


.- results, budgets and „costings and in bringing out 


production losses of time and material in relation to 
. predetermined standards. Externally there could be 
-co-operation in research and standardization of parts 


-and products. The speaker advocated improvements in 
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education and training, increased responsibility arid 
accountability of the individual who should have full 
information as to the results of his work. 

The task of the accountant was considered in relation 
to the auditor and the accountant-adviser and. the 
internal accountant. Particularly in medium-sized or 
small undertakings the auditor can often guide the 
business to possibilities of improvement. It is not 
possible in a short report to do full justice to Mr 
'Tempelaar's address or to his introductory speech at 
the afternoon session. 


Accountants’ Co-operation with 
Management 


‘In: the discussion which followed, Mr Starreveld, a 


member in practice, stressed the need for co-operation 
between accountants and other experts in relation to 
improvement in productivity. The accountant through 
his practical auditing and accountancy experience is 
-well placed to solve many administrative and business 
problems. Accountancy is one of the most powerful 
means of organizing but it is too much to expect the 
accountant himself to be the expert in all branches of 
organization and management. The accountant should 
have a broad general foundation of knowledge and 
co-operate with the various specialists. Many practising 
accountants took part in the discussion and Professor 
Meij, of Amsterdam University, referred to the study 
of management in relation to examinations and the 


-training. of young accountants. 


Speaking in the Dutch language, Mr Douglas 
Clarke, representing the English Institute, referred to 
research work in England on the contribution that’ 
accountants can make towards the measurement of 
efficiency in a business‘and to the need for produc- 
tivity to be considered in relation to the use of im- 
ported raw materials. 


English Representatives at the Dinner 


In the evening the President was in the chair at a * 
dinner held at the Amstel Hotel, attended by members 
of the Dutch Institute and their ladies. The Burge- 
meester of Amsterdam and the representatives of other 
countries were the guests. After the loyal toasts came 
the toast to the representatives from England, followed 
by toasts to the representatives of the other countries. 


The English representatives were told how much the 
members of the Netherlands Institute Had enjoyed 
attending the Sixth International Congress in London 
last June and how much they had admired and appre- 
ciated the organization of the Congress and the most 
friendly way that they had been received and enter- 
tained'in London. 

The conference arrangements in Amsterdam -were 
worthy of the high standing of the Netherlands 
Institute and the English representatives will remember 
the many ways in which-honour was paid to their 
country and the friendly welcome they received from 
their Dutch professional brethren. 


Past President to Visit England 


Mr J..Kraayenhof, a past President of the Netherlands 
Institute, has kindly agreed.to come to London to: 
address the London and District Society of Chartered 
Accountants on 'Some problems of international 
auditing practice’. The address will be given next 
February. 
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NOTES AND NOTICES 


The Institute of Chartered Accountants 
In England and Wales 
DISCIPLINARY COMMITTEE 
Finding and Decision of the Disciplinary Committee 
of the Council of the Institute appointed pursuant to 
bye-law r03 of the bye-laws appended to the supple- 
mental Royal Charter of December 21st, 1948, at 
a hearing held on October rst, 1952. 
A formal complaint was preferred by the Investiga- 


- tion Committee of the Council of the Institute to the 


Disciplinary Committee of the Council that Alan 
Clive Launchbury, A.C.A., had failed to satisfy a 
judgment debt within the meaning of Clause 21, 
sub-clause (4) of the Royal Charter in that he had 
failed to satisfy a final judgment for {£500 plus 
interest obtained against him, so as to render himself 
liable to exclusion or suspension from membership of 
the Institute. The committee found that the formal 
complaint against Alan Clive Launchbury, A.C.A., 
had been proved and the committee ordered that 
Alan Clive Launchbury of 15 Chesham Street, 
London, SW1, be excluded from membership of the 
Institute. 
Personal 

Mr C. E. Sruart, c.a, and Mr Ian D. STUART, 
M-A., C.A., announce that they commenced practice 
as chartered accountants under the firm name of 


STUART & STUART at 8 South Tay Street, Dundee,’ 


on November 1st, 1952. 

Messrs Накогр Everett, Wrerorp & Co, of 
Aldine House, 10-13 Bedford Street, Strand, WCa, 
announce with regret the death at Haifa on October 
2and, after a short illness, of one of their partners, 
Mr Geratp M. WEIL, F.C.A., А.5.А.А. Mr WEIL was 
also a partner in the joint practice of Messrs EDWARD 
Em. Sanper & Co and in the firm of Messrs BRAUDE 
& Co, of Haifa, Jerusalem and Tel Aviv. He had been 
in Haifa since November 1949. 

Messrs Lioyp, Piccotr ё Co, Incorporated 
Accountants, of 2 Cooper Street, Manchester, 2, and 
London, announce that they have, as from November 
Ist, 1952, admitted into partnership Mr GEORGE 
Jowett, A.8.4.4., who has been their managing clerk 
for the past three years. The name of the firm remains 
unchanged. 

Messrs Cray, Russet & Co, Chartered Account: 
ants, of 24A Coton Road, Nuneaton; 1 King Street, 
Hinckley, and Friars Gate, Atherstone, announce 
that, as from November 1st, they have admitted Mr 
STANLEY REGINALD Martin HATSON, A.C.A., into 
partnership. Mr Hatson, who qualified in 1948 whilst 
he was a member of their staff, will be the resident 
partner in charge of the Hinckley branch. The prac- 
tice will henceforth be carried on by Messrs E. 
Jarvis GARNER, J.P., F.C.A., S. J. DRAKELEY, F.C.A., 
T. R. HoppELL, T.D., F.C.A., and 5. R. M. Натзом, 
A.C.A., at the above-mentioned addresses under the 
existing style of Срау, Russet. & Co. 


British Productivity Council 


In z leading article in our issue of September dp 
we commented on the final report of the work during . 
the past four years of the Anglo-American Council . 
on Productivity, and stated that, although that joint | 
organization was to be disbanded, its activities in | 
certain respects were to be continued by the United | 
Kingdom section under the title of the British : 
Procuctivity Council. | 

The new organization was formally established in 
London on November 4th and, besides representatives 
of the British Employers’ Confederation, the Federa- 
tion of British Industries and the Trades Union 
Congress – the constituent bodies of the former 
council ~ the new council includes representatives of 
the Association of British Chambers of Commerce, 
the National Union of Manufacturers and the 
nationalized industries. The chairman is Sir Peter 
Bennett, 0.B.E., M.P., a past-president of the F.B.I., 
and chairman and joint managing director of Joseph 
Lucas Ltd, and the deputy chairman is Mr Lincoln 
Evans, a member of the T.U.C. and general secretary 
of the Iron and Steel Trades Confederation. 

The address of the new body is the same as the 
former Anglo-American Council, 21 Tothill Street, 
London, SW1. Telephone Whitehall 1671. 






London and District Society of Chartered 
Accountants 
Lord Rennell of Rodd, K.B.E., C.B., M.A., D.L., gave - 
an address at a luncheon of the London and District 
Sociezy of Chartered Accountants, held last Monday. 
We hope to publish the substance of his remarks in 
a later issue. 

Among the guests were Mr T. B. Robson, M.B.E., 
M.A., F.C.A., President of The Institute of Chartered ; 
Accountants in England and Wales, and Mr J. G. | 
Glassco, of Toronto, Ontario, a member of the 
Council of the Canadian Institute of Chartered 
Accountants, who were welcomed by the Chairman 
of the Society, Mr Douglas A. Clarke, LL.B., Е.С.А., 
who presided. 


Chartered Institute of Secretaries 

FirtieTH ANNIVERSARY SERVICE AT ST PAUL'S | 
A service to mark the fiftieth anniversary of the 
granting of a Royal Charter to the Chartered Institute 
of Secretaries was held in the Crypt of St Paul's 
Cathedral on the evening of November 4th. 'The 
theme of the sermon preached by the Dean, the Very 
Rev. W. R. Matthews, K.C.V.O., D.LITT., D.D., was 
‘Integrity’. The lesson was read by Mr J. R. W. 
Alexander, M.A., LL.B., F.C.LS&, President of the 
Institcte. 
Professional Note 
Mr C. R. Urquhart, c.a., has been appointed a ` 
director of Richard Johnson Clapham and Ms 

hardware manufacturers, of Manchester. 


| 


| November 15th, 1952 


One Hundred Years of Accountancy Practice 
| To mark the attainment this year of the centenary of 
the foundation of their firm in 1852 by Mr Alexander 
Morris, Messrs Morris, Gregory and Co, Chartered 
Aceountants of Manchester, Macclesfield, Oldham 
and Widnes, have issued, for private circulation, a 


| booklet entitled A History of One Hundred Years of 


Accountancy Practice, 1852-1952. 

Before starting to practise as an accountant, 
Alexander Morris, ‘who was born about 1800’, is 
known to have carried or. a successful linen draper’s 
business in Manchester. In 1850 he had become a 
partner in a firm of manufacturers which, however, 
failed, with the result that he lost as a manufacturer 
the small fortune he had made as a merchant. 

Following the failure he found work with some of 
the leading drapery houses, representing them in 
cases of insolvency in which they "were involved as 
creditors, and in 1852, Slater's Manchester Directory 
first mentions the firm of ‘Alexander Morris and Son, 
Accountants and Agents to the County Fire and 
Provident Life Assurance Companies’. 

There were several changes of name and of partners 
during the next thirty years, and in 1881 the partners 
were Mr Theodore Gregory (who had been with the 
firm for over sixty years when he died in 1932) and 
Mr Edmund Sykes Holmes, Fellow and Associate, 
respectively, of the then newly incorporated Institute 
of Chartered Accountants in England and Wales. 
Since that time all the partners, as shown in a 
*Personal Record' in the booklet, have been chartered 
accountants. 

The first branch office to be established was that 
at Macclesfield, records of which go back to the 
‘eighties. The Widnes and Oldham offices are, by 
comparison, of recert establishment. 


~ 


The Institute of Actuaries 


An ordinary general meeting of The Institute of 
‘Actuaries will be-held in the Hall of the Chartered 
Insurance Institute, 20 Aldermanbury, .London, 


` EC2, on Monday, November 24th, at 5 p.m., when 


a paper entitled ‘A consistent system of investment 
and bonus distribution for a life office' will be sub- 
mitted by Messrs С. V. Bayley, ғл.а., and Wilfred 
Perks, F.1.A. 


The Institute of Transport 


A paper entitled ‘Statistical methods and operational 
research in transport’ will be given by Mr F. A. A. 
Menzler, C.B.E, M.INST.T., on Monday next at 


5.45 p.m. in the Jarvis Hall, 66 Portland Place, 


London, Wr. Visitors will be welcome. 
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Birmingham Accountants 
Association Football Shield 


We have been asked to announce that any firm 
which has not been circularized concerning the com- 
petition for the Birmingham Accountants Association 
Football Shield and which wishes to compete should 
contact Mr B. M. Cooper, a.c.a., Messrs Carter & 
Co, Chartered Accountants, Lancaster House, New- 
hall Street, Birmingham, 3. 


The Office Appliance and Business 
Equipment Trades Association 


The Office Appliance and Business Equipment 
Trades Association elected its new officers for the 
coming year when the annual general meeting was 
held at the Connaught Rooms, London, on Monday, 
October 27th. : 

The new President is Mr W. J. Arris (Burroughs 
Adding Machines Ltd) who is succeeded as vice- 
president by Mr S. Gordon Sloan (Rubery Owen & 
Co Ltd). 


Other members of the Council elected were: Mr B. B. 
Dyer, immediate Past-President (Milners Safe Co Ltd); 
Mr А. R. Carruthers (Addressograph-Multigraph Ltd); 
Hon. G. C. H. Chubb (Chubb & Sons Lock and Safe Co 
Ltd); Mr A. Cranfield (British Tabulating Machine Co 
Ltd); Mr Frank R. Ford (Frank R. Ford Ltd); Mr C. J. 
Mortimer (British Olivetti Ltd); Mr A: W. Toy (Roneo 
Ltd); Mr C. H. Shelton Cox (Percy Jones ((Twinlock) 
Ltd); Mr J. H. Whitfield (Dictograph Telephones Ltd); 
and Mr M. G; Wright (Art Metal Construction Co Ltd). 


Christmas Posting 


To ensure the arrival of mail for places oversea in 
time for Christmas the following latest posting dates 
have been announced by the Post Office. 


Surface mail . 
Brazil, November 17th; Canada, November 26th; Ceylon, 
November 20th; Egypt, December 2nd; Europe, December 
12th; Europe (parcels), December 1st; Rhodesia, November 
19th; Singapore, November 21st; South Africa, November 
19th; U.S.A., November 25th. . 
Air mail ' 

Australia; December roth; Brazil, 15th; Burma, 15th; 
Canada, 16th; Ceylon, 15th; China, roth; East Africa, 16th; 
Egypt, 16th; Europe, 18th; Hong Kong, 13th; India, 15; 
Japan, rith; New Zealand, roth; Malaya, 13th; Nigeria, 
16th; Philippines, 15th; Rhodesia, 16th; Singapore, 15th; 
South Africa, 16th; U.S.A., 16th. 


Recent Publications 


Essays IN Economics, by A. C. Pigou, M.a. vii + 240 pp. 
74x5. 155 net. Macmillan & Co Ltd, London. 
MODERN SECRETARIAL KNowLepcE, Third Edition, by 
Frank W., Perks, F.C.LS., F.C.W.A. xili+309 pp..84X 54. 
£ 1 s net; £1 5s 8d post free. Gee & Co (Publishers) Ltd, 
ondon. 
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STUDENTS’ SOCIETIES AFFAIRS 


Union of Chartered Accountant Students’ 
: Societies 


Members of chartered accountant students' societies 
are reminded that all students' societies welcome to 
their meetings members of other societies who are 
temporarily in their area. 

There is also an arrangement for transfer of 
membership without additional fee for members who 
permanently change their district. Such interchange 
should be carried out through the secretaries of the 
societies concerned. 

A list of towns where students’ societies hold 
mectings will be found on the cover of this issue of 
The Accountant. 


Chartered Accountants’ Students’ Society 
of Kingston upon Hull 


The opening meeting of the 1952-53 lecture pro- 
gramme of the Chartered Accountants! Students' 
Society of Kingston upon Hull, was held on October 
3rd, when Mr W. H. Hall, a.c.a., President of the 
Society, and the four Vice-Presidents each gave ten- 
minute papers on questions of direct interest to 
members : 

Future meetings, will be held at the Young Peoples’ 
Institute, George Street, Hull, as follows: 

December 5th: Subject to be arranged. . 

January 8th: 4 p.m. ‘Partnership accounts’, and 6.30 p.m. 
‘Companies accounts’, by Mr A. E. Langton, LL.B., 
F.C.A., F.S.A.A. 

January 30th: ‘Sources of finance’, by Mr H. B. Niven, 
F.L.B. 

February 20th: 4 p.m. ‘Practical auditing’, and 6.30 p.m. 
"Preparation of estate duty affidavit for students', by 
Mr V. S. Hockley, C.A., A.A.C.C.A. 

March 13th: ‘Personal computations for income-tax with 
particular reference to “Husband and wife" ', by Mr 
F. E. Biller, H.M. Inspector of Taxes. 

March 27th: À mock company meeting arranged by 
Mr N. R. Cowling, A.C.A. 

April 16th: “The excess profits levy’, by Mr H. A. R. J. 
Wilson, F.C.A., F.S.A.A. 

The times of the double lectures are noted above, 

otherwise the meetings will commence at 6.15 p.m. 


The Chartered Accountant Students’ Society 
( of London . 

A well-fought badminton match played on Saturday 
morning, November 8th, between the Society and 
King's College, London, at Nine Elms Baths, Battersea, 
was won by the Society by 6 rubbers to 3. 

Members of the Society’s team were H. M. Heah 
and C. L. Yeoh; J. H. Flew and M. A. Wren; 
J. R. King and M. G. Ridout. 


Тһе Sheffield and District Chartered, 
Accountants’ Students’ Society 


An irteresting winter programme arranged by 
the Sheffield and District Chartered Accountants’ 
Studerts’ Society commenced on October 14th, and 
the meetings already held have been a distinct 
success in every way. 

Amcng the forthcoming lectures to be given are: 


Deceriber 12th: ‘The role of the accountant іп investiga- 
tions for finance’, by Mr A. R. English, A.C.A. 

Janucry 2374: "The examination approach to executor- 
shi» accounts’, by Mr R. Glynne Williams, F.C.A., 
F.T 1.1. 

Febneary 6th: ‘A few fundamentals of taxation’, by 
Mr C. H. Kohler, F.c.a. 

February 20th: ‘Management accounting’, by Mr F. C. 
аз Paula, T.D., A.C.A., A.C.W.A. 


The meetings will be held at Thorpes Café, 
Fargate, following tea at 5.30 p.m., kindly provided 
by the chairman. 

A Christmas’ Party is to be held at The Brincliffe 
Oaks Hotel, Nether Edge, on December 22nd, and a 
visit to the factory of Messrs Newton Chambers & 
Co Ltd, at Thorncliffe, has been arranged for 
March 18th. 


The Birmingham Chartered Accountant 
Students’ Society 


The Birmingham Chartered Accountant Students’ 
Society played Birmingham University 3rd XI at 
hockey on Wednesday, October 22nd; the University 
winning a most enjoyable match by three goals to two. 

The Cociety opened the scoring, but the University 
side soan replied with two quick goals to establish 
their.superiority, and pressing strongly in the second 
half they added a third goal. However, M. A. 
Charlton reduced the arrears by scoring for the 
Society "with the last stroke of the match. 
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Profits Tax, E.P.T., Death Duties and Stamp Duty 
Cases decided in the Courts of England and Scotland, 


'The reports contain a lucid summary of the cases and 
a full -eport of the judgments, together with explana- 
tory netes on the decisions. 
| SUBSCRIPTION 3() /= PER annum 
(post free) 
GEE & CO (PUBLISHERS) LTD 


27-23 BASINGHALL STREET, LONDON, EC2 





MOTOR —- FIRE— CONSEQUENTIAL LOSS 


CAR & GENERAL 


83 PALL MALL, LONDON, SWi 





INSURANCE 


TD 
CORPORATION E 


A 


$- 





у 





РА 


NOVEMBER 22ND, 1932 


* CONTENTS 


Leading Articles Page 
‘Town Planning Changes 597 


The Finance Act, 1952 — 
XX: Excess Profits Levy 598 


Special Articles 
Compensation 
by Sidney I. Simon 600 


North American Ccmmen- 

tary - XXXVIII 

by Kenneth F. Byrd, M.A., 
· B.Sc.(Econ), А.С.А., С.А. 


(S.A) boz | 


Lectures 
Mechanized Accounting 
art I) ~ II 
by F. Clive de Paula, T.D., 
A.C.A. 604 
Mechanized Acccunting 
(Part II) 
by H. О. H. Coulson, Е.С.А. 610 


Weekly Notes 
Mining Companies and 
Excess Profits Levy ~ Road 
Haulage Levy and T'axation 
~ Postponement of Rating 
Revaluation — Wood-work- 
ing Machinery Productivity 
Report — Colonial Loans — 
Higher Wholesale Textile 
Sales - Unemployment in 
October — Intestates Estates 


Act, 1952 616 
Finance and Commerce 

Thos. W. Ward Ltd - 

Folland Aircraft Ltd — 

Money Market 618 
Correspondence 621 
Reviews 622 
Taxation Cases 623 


Northern Society of Char- 
tered Accountants 
Dinner at Newcas-le upon 
Tyne 625 


Institute of Chartered 

Accountants of Scotland 
Association of Scottish 
Chartered Accountants in 
London, Annual Dinner 626 


Notes and Notices 
The Institute of Charcered 
Accountants in England and 
Wales: Associates elected to 
Fellowship and applicants 
admitted to membership — 
Personal ~ Obituary ~ The 
Society of Incorporated 
Accountants and Auditors — 
London and District Society 
of Chartered Accountants — 
London Discussion Groups 627 





ESTABLISHED 1874 
VOL. CXXVII NO. 4066 


"TOWN PLANNING CHANGES 


RASTIC changes in the financial provisions of the Town 

and Country Planning Acts, for England and Scotland, 

are foreshadowed in a White Paper published last Tuesday. 

Development charge is to be discontinued forthwith, the £300 

million payout next July will not take place and claims on this 
fund are not to be assignable without official approval. 

It has been no secret that many vendors of land have insisted on 

receiving the full development value while retaining their claim 

on the compensation fund. The luckless purchaser has had to pay 


_ the development charge as an additional tax on enterprise. 


As the date of the £300 million payout has drawn nearer, its 
highly inflationary repercussions have loomed largely in the 
Government's mind. Much of the payment would be to owners who 
had no intention of developing, including owners who bought 
land for the express purpose of preventing its development. In- 


‘stead of paying the £300 million next July, the Government now 


propose to pay compensation only when planning permission is 
actually refused or is made subject to severe restrictions. Even 
here, nothing will be paid where refusal or restriction is made in 
the interests of good neighbourliness. 

Moreover, provision will be made to withhold compensation 
where the application for planning permission is not genuine but 
is made with a view to obtaining compensation. 

Compensation, where paid, will be based on development value 
as in 1947. Where land is compulsorily acquired compensation 
will be based on existing use value at the time of acquisition plus 
the development value in 1947. As no compensation is now likely 
to be paid until the autumn of 1954, interest on it will be allowed 
to accrue for a limited period after July 1st, 1953. 

The transitional. provisions in relation to compensation will 
obviously be complicated, and the necessary legislation will not 
be introduced until late in 1953. In general, any right to compen- 
sation will run with the land but exception will have to be made 
where land has been sold at less than its development value. 

Development charge already paid will not, as such, be repayable, 


. but if the person who paid it had an admitted claim under the 


£300 million fund, he will be paid it up to the amount of the charge. 
Where he paid more than existing use value but did not take an 
assignment of the claim, he may be paid part of the claim which 
would otherwise have gone to the vendor. 

‘The two bold steps of abolition of the charge and deferment of 
compensation for those who have not in fact suffered were ob- 
viously necessary. Whether the scheme as a whole is successful 
will depend on the extent to which the new provisions contrive to 
be both reasonably workable and reasonably equitable. | 
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THE FINANCE ACT, 1952 - XX 
EXCESS PROFITS LEVY 


tained in Sections 36 to 66 inclusive 
(Part V) of, and the Eighth to the Twelfth 
Schedules to, the Finance Act, 1952. 


Ts excess profits levy legislation is con- 


Persons and Profits Chargeable 

The levy applies, from January ist, 1952, to 
bodies corporate, wherever resident, which carry 
on a trade or business in the United Kingdom 
(whether directly or through an agent) and to 
bodies corporate ordinarily resident here which 
carry on a trade or business abroad (Sections 46, 
37). A trade or business which a corporate body 
carries on as personal representative of a deceased 
person is excluded (Section 37 (1), proviso). If a 
bodv corporate's functions consist wholly or 
mainly in the holding of investments or other 
property it is deemed to carry on a business 
(Section 37 (2)). 

"Trade or business' is a familiar phrase in taxes 
of this kind and has been judicially interpreted in 
relation to excess profits duty, excess profits tax 
and profits tax. The importance attached to its 


meaning is reduced by the inclusion of property- 


owning as a business. All these various ways of 
making money will be referred to in this and 
subsequent articles as ‘businesses’. All businesses, 
in this extended sense, carried on by the same 
body, are treated as one single business for br 
purposes (Section 37 (3)). 

The most common example of a body corporate 
is the company, but the term includes industrial 
and provident societies, incorporated building 
societies, municipal corporations and the bodies 
carrying on nationalized industries. Section 65 
extends liability to ‘unincorporated societies’, 
ostensibly with a view to bringing within the net 
a small number of old-established building 
societies which have so far not been incorporated. 
Section 61 extends liability to liquidators, receivers 
and the like who carry on the business of bodies 
which would themselves be liable to the levy. For 
the sake of brevity, all those who are admittedly 
liable to the levy will be referred to in 
these articles as companies, since it is: on 





1 House of Commons Official Reports, May 26th, 1952. 
Vol. 501, No. тоо, Col. 1034. 


companies that the burden will principally fall. 

Many of the provisions of the levy аге con- 
cerned with the company’s share capital. Section 
54 makes it clear that absence of share capital 
does rot, however, confer any exemption from 


_ the levy; provisions which in their naturé 


cannot be applied will be ignored where necessary. 

- Section 37 (4) provides for exemption in certain 
cases of businesses carried on abroad by companies 
residert here but mainly owned by non-residents. 
The subsection is an acknowledgment, rare in 
tax legislation, of the fact that it is not good 
business to drive useful taxpayers away. 


Period of Charge and Accounting Periods 


The period of charge begins with January rst, 
1952, end ends with ‘such a day as Parliament 
hereafter determines’ (Section 36 (2)). An assess- 
ment 5 made for each ‘chargeable accounting 
period' of the company, ie. every accounting 
period falling wholly within the period of charge 


and such part of every other accounting period as ` 


falls within the period of charge (Section 36 (2)). 

'The provisions, in Section 44, for determining 
accounzing periods (not to be confused with 
*period of accounts") follow almost word for word 
the, first part of Section 20 (2) of the Finance 
Act, 1937, which applies to profits tax. No doubt 
the same practice will also apply. Annual accounts 
covering exactly twelve months automatically 
supply the accounting periods. Failing these, the 
Inland Revenue have a discretion, subject to a 


maximum of twelve months for any single : 


accounting period. 

In practice, a period of accounts covering 
between twelve and twenty-four months which is 
followed by annual accounts is split into two 
accounting periods, of which the first twelve 
months is the first. A period of accounts of less 
than tw2lve months, similarly followed by annual 
accounts, is normally accepted as an accounting 
period. Where accounts regularly cover fifty-two 
weeks, -he year to the mean date becomes the 
account:ng period. 


Example 11 
(a) Business commenced March ist, 1952. 
Accounts made up to March 31st, 1953, апа then 
annaally. 








~ 
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First accounting period will be twelve months to 
February 28th, 1953. 
Second accounting period will be one month to 
March 31st, 1953. 
'l'hird accounting period will be twelve months to 
March 315t, 19:4. 
И And so on. 

(6) Accounts made up every year for the fifty-two weeks 
ended on the last Saturday in December. 

The terminal date must fluctuate between December 
25th and December 31st. The mean date is accordingly 
December 28th. 

: Each year ended December 28th will be an 
accounting period. ' 


As to what constitutes the making up of 
accounts within Section 44, see Jenkins Produc- 
tions Ltd о. СЛ. ([1944].23 A.T.C. 42; 29 
T.C. 142), which was decided on similar 
provisions in relation to excess profits tax. 


Apportionment of Profit 

The powers of the Inland Revenue do not extend 
to dictating to what date the taxpayer must make 
up his accounts, notwithstanding common re- 
quests by tax Inspectors for ‘accounts to April 
sth last’, As indicated above, there may be 
periods for which accounts are ‘made up’ but 
which are not ‘accounting periods’ within 
Section 44, and accordingly the profit (or loss) 
has to be apportioned to the relevant accounting 
period, Where that accounting period does not 
fall wholly within the period of charge, or does 
not constitute a standard year, the apportioned 
profit will need to be apportioned again. The 
provisions applying to these two kinds of 
apportionment are not strictly the same. 

As regards apportionment to an accounting 
period, the Act is not at all clear. Section 45 (1) 
provides that the profit or loss ‘for any accounting 
period’ is to be ‘computed’ (subject to certain 
savings) as if the computation were a profits tax 
computation. Tbe subsection is obviously con- 
cerned with permissible and prohibited deduc- 
tions in arriving at profit, not with periods, and 
the draftsman seems to have confused 'accounting 
period’ with ‘period for which accounts are made 
up.’ The profits tax legislation does not provide 
specifically for apportionment to accounting 
periods as such. Under Section 20 (3) of the 
Finance Act, 1937, where a chargeable accounting 
period does not coincide with a period for which 
accounts have been made up, the profits shown 
by the accounts are to be divided, apportioned 
and aggregated ‘as appears necessary’ to arrive 
at the profit arising in the chargeable accounting 
period. No doubt this method will be applied in 
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practice to excess profits levy for the purpose of 
arriving at accounting period profit. 

The meagreness of the legislation on the above 
matter is in contrast with the voluble provisions 
for apportioning ‘accounting period’ profit to 
chargeable accounting periods and to standard 
periods. Section 45 (2) of. the Finance Act, 1952, 
deals expressly with a period ‘which is not an 
accounting period.’ From the context, however, 
it is clear that this period must be either a 
chargeable period or a standard period. Profits of 
‘accounting periods’ falling wholly or partly 
within this period are to be divided, apportioned 
and aggregated ‘as appears necessary.’ 

The apportionment under Section 45 (2) is to 
be by reference to the number of months and 
fractions of months in the period unless the 
Inland Revenue, having regard to any special 
circumstances, in their discretion direct otherwise 
(Section 45 (3)). Examples of special circum- 
stances appear in Jenkins Productions Ltd v. 
C.LR. ([1944] 23 A.T.C. 42; 29 T.C. 142). 

In relation to the standard period, Section 45 (4) 
limits this discretion. The subsection can be 
dealt with more conveniently with the determina- 
tion of standard profits. Moreover, the taxpayer 
can require that the strict time basis be abandoned 
if he can show that 'sufficient accounts' are 


-available for the part of the accounting period 


for which apportionment is necessary (Section 
45 (5)). Accounts are not 'sufficient' unless the 
books have been balanced and stock (if any) 
taken, at the beginning and end of the broken 
period (Section 45 (6)). ‘Books’ are not defined 
and the subsection does not in terms require that 
the accounts be based on them, but no doubt 
that is the inference. 


. Minimum Standard 
'The levy applies only to 'excess' profits, i.e., the 
excess of the profit in the chargeable accounting 
period over a standard, which will be fixed for 
each individual company and for each chargeable 
accounting period. The basic standards relate to 
profits earned in the calendar years 1947, 1948 
and 1949. There are optional alternatives, the 
most important of which for the majority of 
companies is the minimum standard of £5,000 
for a full year (Section 41 (1)), which is reduced 
proportionately where the chargeable accounting 
period is less than a year.. (To be continued.) 
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COMPENSATION 


by SIDNEY I. SIMON 


ment or receipt of compensation affects 

income-tax liability. A common example of 
compensation arises when two parties to a con- 
tract fall out. If a lump sum is paid in settlement 
of the dispute, is such sum capital or income? 
‘Capital’ says the recipient, anxious to safeguard 
his tax position. ‘Income’ says the payer for 
exactly the same reason. It may well be that they 
are both right! 


Cancellation of Contract 

Let us first consider the recipient, but before 
doing so it is necessary to look back to the case 
of Glenboig Union Fireclay Co Ltd v. C.I.R. 
([1922] 1 A.T.C. 142; 12 T.C. 427). A railway 
company had exercised its powers to stop a 
fireclay company working beds beneath the rail- 
way. As a result the fireclay company was paid 
compensation calculated by reference to the 
profits which this company would have earned. 
This compensation was held by the House of 
Lords to be capital in the hands of the fireclay 
company. It is to be remembered that the House 
of Lords treated the fireclay as a capital asset. 
The principle which emerged from this case 
was: if compensation is received for the perman- 
-ent deprivation, or sterilization, of a capital asset, 
then the compensation is itself a receipt of 
capital, 

The practical implication of this was seen 
in Van den Berghs Ltd v. Clark ([1935] 14 
АЛ. 62; 19 T.C. 390). Agreements had 
© been made between British and Dutch companies 
dealing in the manufacture and sale of margarine, 
for pooling business and sharing profits. Receipts 
and payments under the agreements were treated 
as revenue items in the British company’s 
accounts. From 1914 to 1919 the two companies 
were unable to compute their profits owing to 
difficulties caused by the war. After the war a 
dispute arose as to the amounts due to the 
British company. Eventually the agreements were 
terminated and all outstanding claims were can- 
celled in consideration of a payment of £450,000 
by the Dutch to the British company, which the 
latter contended was a capital receipt. The House 
of Lords held that as the agreements formed the 
fixed framework within which the circulating 
capital operated, the agreements themselves 
represented fixed capital. The £450,000 was 
therefore compensation for the cancellation, or 


I: is proposed to consider below how a ray- 


permanent deprivation of a capital asset, and so 
was itself capital. As Lord Macmillan put it 
(at 14. A. T.C. page 69): 

*. . . the congeries of rights which the appellants 
` enjoyed under the agreements and which for a 

price they surrendered, was a capital asset. . 

The agreements formed the- fixed framework 

within which their circulating capital operated; 

they were not incidental to the working of their 

profit-making machine but were essential parts of 

the mechanism itself. They provided the means of 

making profits, but they themselves did not yield 

profits.’ 

Circulating Capital 

The Van den Berghs decision will only be of use 
-if a cancelled contract is held to be fixed capital. 
If, however, the contract is held to be circulating 
capital, very different results will follow. Thus 
in Kelsall Parsons & Co v. C.I.R. ([1938] 
17 A.T.C. 87; 21 T.C. 608) manufacturers’ 
agents who sold goods on commission held 
various agencies under written agreements. One 
lucrative agency which had one more year to 
run was terminated at the manufacturers' request 
and compensation was paid. The company failed 
in its ccntention that this was a receipt of capital. 
'The cancelled agreement was held not to be an 
enduring asset of a ‘fixed framework’ nature but 
merely a temporary and variable element in the 
profit-making enterprise. 

A similar conclusion was reached in Bush 
Beach and Gent Ltd v. Road ([1939] 18 A.T.C. 
144; 22 T.C. 519). There a contract was can- 
celled but as the structure of the company's 
business was not affected, the compensation was 
held to be in respect of the profits to have been 
earned under the contract and so taxable. 

The position of the recipient of compensation 
arising from the cancellation of a contract is 
consequently this. If the contract was fixed 
capital, the compensation will be capital. If the 
contract was circulating capital the compensation 
wil be income. If necessary it will be for the 
Appeal Commissioners to determine the nature 
of the contract. Experience has shown that 
there are a number of borderline cases. i 


The Payer 
If the interest of the recipient normally lies in 
securing a capital aspect to compensation, the 
payer, tc secure an income-tax deduction in his 
accounts, will obviously want the compensation 


ra 
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to leave his hands as revenue. Once again it is 
necessary to see whether as regards the payer 
the contract is fixed or circulating capital. ‘The 
facts in ‘Countess of Warwick’ Steamship Co Ltd 
v. Ogg ([1924] 3 A.T.C. 331; 8 T.C. 652) were 
that the.shipping company: had ordered a new 
ship, which order was later cancelled owing to 
a slump. Having paid a lump sum to the builders 
as compensation, the company claimed it as a 
deduction on the grounds, inter alia, that it was 
a payment to avoid future trading losses. The 
lump sum was held to be in the nature of capital 
expenditure and so inadmissible as a deduction. 
On the other side of the picture there is the 
much-quoted case of Anglo-Persian Oil Co Ltd v. 
Dale ([1931] 10 A. T.C. x49; 16 Т.С. 253). A 
lump sum was paid by the company to its agents 
in Persia to terminate their contract because it 
had become onerous and because the company 
wished to create its own organization to replace 
the agency. This lump sum was held to be a 
revenue payment by the company and so an 
allowable deduction. The reasons were: 


` (i) That there was no addition to or with- 


drawal from fixed capital. It was a working 
expense simply. 
(ii) That there was no advantage or benefit to 
capital by the expenditure. 
So that the position of the payer of compensa- 
tion made to secure freedom from an onerous 
contract appears to be that the compensation 


will be an admissible deduction only if the pay- ` 


ments under the contract itself would have been 
admissible. 
It remains possible for a contract to represent 


circulating capital of the payer of the compensa- . 


tion, and fixed capital of the recipient of the 
compensation. The same compensation may. 
therefore be a revenue admissible deduction in 
the payer's accounts, and a non-taxable capital 
receipt in the hands of the recipient. 


Loss of Office 


Uncovenanted compensation for loss of office is 
not assessable to tax under Schedule E. See 
Chibbett v. Joseph Robinson & Sons ([x924] 
3 4. T.C. 521; 9 T. C. 48) where Rowlatt, J., put 
it in this way (3 A.T.C., page 530): 


‘If it was a payment in respect of the termination 

of their employment I do not think that is taxable. 

- It seems to. me that a payment to make up 

for the cessation for the future of annual taxable 
profits is not in itself an annual profit at all. 

But at any rate it does seem to me that compensa- 

tion for loss сЁ an employment which need not 

continue, but which was likely to continue, is 
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not an annual profit within the scope of the 

income-tax at all.’ 

Now merely to calla payment ‘compensation 
for loss of office’ will not give it that character 
if in fact the true nature of the payment is other- 
wise. For example, in Henry v. Foster ([1931] 
о A.T.C. 222; 16 T.C. 605) Article тоо of the 
company's articles provided that in the event of 
any director, who had held office for not less 
than five years, dying or resigning or ceasing té 
hold office for any cause other than misconduct, 
bankruptcy, lunacy or incompetence, the com- 
pany should pay to him or his representatives 
by way of compensation for loss of office a sum 
equal to the total remuneration received by him 
in the preceding five years. 

'The Court of Appeal held that the true nature 
of the payment was that it was a profit of the 
office of director assessable under Schedule E. 
As to the description in the articles, Romer, L.J., 
said (то A.T.C., page 229): 

. Article 109 expresses that the sum to be 
paid i in the last year of office is to be compensation 
for loss of office. Now, do these words make any 
difference? In my opinion they do not. In the first 
place, it cannot matter. what the parties call the 
money which is to be paid in the last year of office 
if one finds, as here, that the only consideration 
for the payment by the company of that sum is 
the service by the director, and that it is a sum for 
which the director must be deemed to have 

-Stipulated when offering his services to the com- 
pany, and that it is paid to him by reason of his 
having performed those services." 

The exact nature of.a lump sum which arises 
on the termination of an appointment is outside 
the scope of this article, but enough has been 
said to warn against a superficial view. 


Trading Stock 

Compensation received, possibly in the form of 
insurance, for trading stock destroyed by fire or 
lost or seized, will be taxable, as, for example, in 
Green v. Gliksten ([1927-1929] 8 A.T.C. 46; 
14 T.C. 364). There the stock of timber of 
timber merchants was destroyed by fire and it 
was held that the whole of the insurance recovery 

therefor was a trading receipt. 
“The whole point is that the business of the 
company is to buy timber and to sell timber, and 
_ when they sell timber they turn it into money. This 
particular timber was turned into money, not. 
because it was sold but because it was burned and 
they had an insurance policy over it. The whole 
question comes to be whether that is a turnover in 
the ordinary course of their business. I think it was,” 
said Viscount Dunedin in the House of Lords 


(14 T.C. 384). 
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i Date Profits Arise 
It may be that trading stock is requisitioned or 
seized and compensation paid. If later a further 
sum is paid by way of compensation for the same 
goods, is such further sum a profit of the year 
when it is paid or of the year in which the stock 
was requisitioned? This was one of the questions 
which faced the House of Lords in C.I.R.-v. 
Newcastle Breweries Ltd ([1927] 6 A.T.C. 429; 
12 T.C. 927). The company carried on business 
as brewers and wine and spirit merchants. As 
part of its trading stock the company held some 
rum which had to be blended before it was sold. 
In 1918 the Government requisitioned some of 
this rum at a price which was taken by the com- 
pany but not accepted as the full price. In 1921 
the price was finally fixed and was paid in 1922 
as ‘compensation’. The company contended that 
the rum had not been sold and that the trans- 
action was not part of its trade. Alternatively, if 
it was, the amount received was assessable for 


1921-22. The House of Lords held that the. 


compensation was a trading receipt of the year 
1917-18. The point was that the right to payment 
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arose then and that remained unaffected by the 
delay in settling up. As Viscount Cave (12 T.C. 


at page 953) said: 

“The rum was taken in 1918 and the right to pay- 
meat arose at once, though there was some delay 
in ascertaining the amount to be paid. . . . The 
change of the tribunal which was to ascertain the 
amount and enforce payment did not create the 
right to payment, or alter the date when the right 
to payment in fact arose. . . . My conclusion is that 
the sum in question was a profit arising in the 
accounting year 1917-18. 


The principle which emerges is that if stock- 
in-trade has been requisitioned by or on behalf 
of the Government, subsequent compensation 
forms part of the profits of the year in which the 
acquisition occurred, and not of the year in which 
in fact the compensation was paid. This principle 
also applies to compensation for cancellation of 
contracts to supply goods – fesse Robinson & Sons 
v. C.i.R. ([1929] 8 A. T.C. 121; 12 T.C. 1241) - or 
to compensation for loss of trading stock by fire or 
by sinking at sea — Rownson, Drew & Clydesdale 
о. С.г.К. ([1931] 10 A. T.C. 231; 16 Т.С. 595). 


NORTH AMERICAN COMMENTARY—XXXVIII 


Current Accounting. Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A.(S.A.) 
Professor of Accounting, McGill University, Montreal 


Journal of Accountancy, 
New York, August and September 
' Education of Professional Accountants 
COMMISSION on standards of educa- 
tion and experience for certified public 
accountants is being formed, says the 
editorial, the aim being to define the preparation 
required of C.P.A. candidates. It appears that 
the most recent analyses made by the Education 
Department of the American Institute show the 
margin of superiority of college graduates with 
public accounting experience to be widening as 
compared with earlier records. Yet substantial 
numbers of candidates still lack both public 
accounting experience and college education. 


Income Tax Administration 
Proposals in Congress to tighten up income-tax 
administration are foreseen, in view of scandals 
revealed in the Bureau of Inland Revenue. The 
editorial warns that, in the American self-assess- 
ment system, it will not pay further to antagonize 
the taxpayer. The United States system might 
conceivably break down if the tax collector 
became more widely regarded as the citizens' 


adversary. The government is urged to recognize 
the p:ace of judgment and estimate in income 
calculation and to insist less on mathematical 
precision. General accounting principles should 
not be overruled ‘merely to increase the current 
"take" '. An educational campaign is advocated 
to enlist social disapproval as a deterrent against 
cheating by the taxpayer, by showing that what 
one saves the rest must pay. 


Depreciation of Emergency Facilities 
By granting a five-year write-off period, for 
income-tax purposes, in the case of emergency 
facilities, defence agencies are recognizing an 
incentive element in addition to true depreciation 
and obsolescence. But the contracting agencies 
which buy the resulting products or services 
recognize only true depreciation as a cost for 
pricing purposes. In this situation the editorial 
foresees serious problems for managements and 
auditors. While both may feel, in some cases, that 
the proper charge is between the two extremes, 
management may find it simpler to take one or 
other as its charge in the financial statements, 
with material effects on net income and wide 
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variation between companies. Charging the full 
amount allowed for income-tax may be said to 
violate generally accepted accounting principles. 
Yet if only the portion representing loss of value 
is charged no provision is made for what may 
amount to a deferment of tax, if fully-depreciated 
facilities are used after the five-year period. The 
American Institute's committee on accounting 
procedure is said to be studying the problem. 


Employment in Accounting 

The results of a survey by the Bureau of Labour 
Standards in co-operation with the United States 
Office of Education are reviewed by Mr Thomas 
D. Flynn, c.p.a. About as many commerce degrees 
are said to have seen awarded during the five 
years ending June 1951 as during the preceding 
twenty-seven years. T'he present strong demand 
for accountants is considered likely to continue 
so that employment prospects should be good. 
Starting salaries of new graduates entering 
public accounting are shown to have risen from 
about $210 a moath in the summer of 1949 to 
$220 in 1950 and $240 in the spring of 1951. 


Influence of the American Institute of 
Accountants on Accounting Practice 
Many matters of interest are revealed in a survey 
by Miss Mary E. Murphy, PH.D., с.р.А., compar- 
ing the influence of the British and American 
Institutes on accounting practice. The McKesson 
& Robbins case in the early ’forties is said to have 
left the profession in the United States stronger 
than before, because of its 'critical examination of 
past practices as well as its willingness to tighten 
existing standards’. The trend in the United 
States is said to be towards greater objectivity in 
resolving accounting and auditing questions. In 
1947 the Institute's Committee on Auditing 
Procedure published a "Tentative statement of 
auditing standards’. In 1948 the professional 
stature of C.P.A.s rose when Institute members 
formally adopted a statement defining the degree 
of responsibility usually assumed by auditors for 
representations associated with their names. In 
I950 came the committee's publication on 
Internal control and another on Audits by C.P.A.s: 
their nature and significance. Such explanations to 
the public are judged to have had some success, 
for in the last decade there has been negligible 
litigation as to the preparation and examination of 

financial statements by public accountants. 


Research in Accounting 
Mr Charles T. Zlatkovich, PH.D., С.Р.А., a member 
of the American Institute’s research staff, gives 
evidence of the renge of research undertaken since 
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it began in r938. The object was to reduce the. 
bewildering variety of accounting practices then 
extant. The Securities and Exchange Commission 
complained, for example, that in consolidating 
accounts of holding and subsidiary companies 
many accountants were eliminating only the par 
value of the subsidiaries’ stock. As a matter of 
policy it was decided from the beginning not to 
delay results by dealing with broad principles, 
but to consider smaller questions of limited. 
application. As a result forty-one bulletins have 
been published to date. They are mainly affirma- 
tions of practices which have proved useful and 
have become generally accepted, and so they take 
on the character of accounting principles. The 
general opinion expressed by the Institute is that 
these are ‘rules of the road’ for practitioners and 
should be studied so well that their observance is 
automatic. Not all members agree, some holding 
that the statements carry only the weight of their 
own reasoning and the reputation of the commit- 
tee members. The Institute’s research department 
and committee on accounting procedure are now 
working on a document to replace all the bulletins. 


The Canadian Chartered Accountant, 

August and September 
Acceptance of LIFO for Tax Purposes  . 

The important recent decision in the Anaconda 

case, upholding the legitimacy of Liro for income- 


i 


„tax purposes, is the subject of comment in an 


editorial. It is pointed out that the Minister may 
yet appeal to the Supreme Court of Canada. Also 
since the case was decided under the old Income 
War Tax Act, which contains no provision as to 
valuation of stock-in-trade, it does not apply to 
the present Act, which has such a provision. The’ 
judge carefully confined his recognition of LIFO 
to the special circumstances of the case-a 
manufacturing company which closely relates 
the sales price of its finished product to the cur-. 
rent replacement cost of the materials content, 
maintains a large inventory with a slow turnover, 
and causes the inflow of purchased materials to 
equal the outflow in the finished products. It is 
emphasized that the judgment touches also on the 
question of who has the right to choose the method 
of inventory valuation if more methods than one 
are equally proper. The words of the judge were: 
‘Under the circumstances, I find that the LIFO 
method was appropriate in the circumstances of 
the appellant's business. This means that it was 
entitled to use the method . . .’. 
He found that, in the circumstances, the FIFO 
method used by the Minister was not a proper 
one. But does the taxpayer or the Tax Department 
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make the choice if two methods are equally 
proper? 
Replacement Accounting 

Mr Peter Bakker, formerly of Eindhoven, Holland, 
gives a detailed account of the application of re- 
placement accounting by the use of standard costs, 
and the recording of the difference between stand- 
ard and current replacement costs through a price 
variance account. He illustrates separately the 
merchandising business with level inventory hold- 
ings, the business with unsynchronized replace- 
ment, the manufacturing concern, and the treat- 
ment of fixed assets. This is a useful practical 
contribution to the problem of the hour from a 
man engaged in a large manufacturing concern. 
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Accounting Terminology 

The Auditing and Research Committee of the 
Canadian Institute of Chartered Accountants is 
said to have pending a pronouncement on the 
term ‘reserve’. Other accounting terms listed as" 
requiring clarification are ‘surplus’ and ‘liability’, 
‘inventory’ as meaning ‘stock-in-trade’, ‘market 
value’, ‘balance sheet’ and ‘statement of profit 
and loss’. ‘These and other points are said to have 
been raised by members of the profession in 
comments on the preliminary report of the 
Companies Act Committee. They show, says the 
editorial, that ‘blind acceptance of past practices 
is far from being the attitude of the profession in 
Canada today’. 


MECHANIZED ACCOUNTING (PART I)—II 


THE HIGH-SPEED ELECTRONIC COMPUTER 
by F. CLIVE de PAULA, T.D., A.C.A. 


Problems to be dealt with 


67. The two basic accounting operations to which 
the high-speed automatic computer does not as yet 
provide a complete answer are those of: 
(1)! Input (with which are connected some prob- 
lems of output). 
(5)! Storage. 


68. Input and output have at all times been one 
of the most critical difficulties with which scientists 
have had to contend in designing high-speed com- 
puters. However, most of the scientific problems 
given to the machines generally involve: small input; 
complicated and lengthy calculation; small output. 
'This means that input and output difficulties are 
less important than they would be in commercial 
áccounting which involves: multitudinous input; 
small calculation; multitudinous output. Moreover, 
as was seen at the beginning of this paper, the neces- 
sity for communication between human beings at 
both ends -of the accounting process means that: 
the initial document must be in written, visible form; 
the output document must be in written, visible form. 

69. It is almost inevitable, therefore, that the 
initial pick-up from the host of sources that bring 
information into the accounting mill must remain 
visual Once the human eye has picked up the 
information it can be translated into a mechanical 





The concluding part of an address given on September 
i6th last at the Summer Course of the Institute of 
Chartered Accountants in England and Wales, held at 
Christ Church, Oxford. The first part appeared in last 
week's issue. 

1 The numbers used are those in paragraph 8, in which the 


basic accounting operations were analysed at the beginning 
of this paper. 


form which the machine can digest, though, as we 
have seen, this can be done by means of a connexion 
to the keyboard of any mechanical method used to 
write the initial document. 

70. Then, as part of the input flow to the account- 
ing mill, there are all the current balances of value 
stored in a multitude of different accounts: asset and 
liability accounts; detailed stock and work-in-progress 
accounts; detailed debtor and creditor accounts; 
detailed impersonal, or nominal, expense accounts. 
At thousands of different points these balances have 
to be picked up and put into the accounting mill, so 
that further items can be added to or subtracted from 
them and new balances struck. The question of how 
this input is to be picked up must, therefore, depend 
on the way the balances are stored, (The question 
of storage is discussed below.) 

71. Similarly, output must generally be written 
on a multitude of different documents, for distribu- 
tion to other people. It is true that printing can be 
carried out automatically by the machine, but 
unfortunately the present speed of printing does not 
compare with the speed of the automatic high-speed 
computer. For example: 


The fastest high-speed printer so far marketed 

prints at a speed of about 1,800 lines a minute; ` 

But an automatic computer produces 10,000 simple 
` tabulations a minute. 


Yet it is not impossible for the machine to produce 
its results in some high-speed form such as magnetic 
tape or wire. This magnetic tape can then be broken 
down into short lengths and fed into, say, ten 
printing machines working at a tenth of the speed of : 
the computer. 

72. Eut the question of printing the output is 
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further complicated by the fact that in accounting it 
is often thought desirable to print a number of un- 
connected entries on the same piece of paper — as, 
for example, the entries of sales at different times 
and cash received, discounts and returns at other 
times on the ledger account of a customer. This 
involves extracting the document concerned from 
its file, inserting it into the printing machine and 
then returning it to the file. So. far no satisfactory 
mechanical method. of extracting ledger sheets, or 
ledger cards, for automatic insertion to the printer 
and automatic return to the file has been devised. 
73. The Post Office has developed a method of 
sorting paper postal orders by means of the holes 
punched in them. Experiments have been made with 
ledger sheets by punching holes into them to enable 
them to be sorted in much the same way as punched 
cards are sorted. And in various packaging processes 


machines are used to handle paper labels at extremely © 


high speeds. Perhaps, based on the experience of 
these processes, some new idea will-make it possible 
for ledger. sheets to be extracted, printed and 
returned. 

74. This, however, would still leave unsolved the 
problem of the copy of the account required for 
despatch to people outside the business. At present 
this copy is generally obtained by the rather com- 
plicated method of feeding duplicate pieces of paper 
and carbon paper into the printing. machine at the 
same time. It may be that photographing’ the ledger 
sheets at regular intervals and sending out the photo- 
graph would be more satisfactory. A photograph at 
least has the advantage of-being free of copying errors. 

75. Photography might be used to begin the process 
by photographing the original invoice, credit note or 
cash receipt:as soon as they had been prepared. 
Negatives could then. be sorted and filed by cus- 
tomers and used to print direct on to a form of state- 
ment. Similarly, the basic entries could be used to 
produce some sort of mechanical record, which, after 
re-sorting into customer groups, could be used to 
print a statement. 

76. Storage connected with the automatic com- 
puter may be of two kinds; temporary storage inside 
the machine and semi-permanent storage outside. 
Although it would be true to say that a complete, 
simultaneous, automatic, high-speed accounting pro- 
cess will be an impossibility until the problem of 
storagé is solved; it js not internal storage that 
presents the difficulty. Scientists have found ways of 
handling this kind- of storage satisfactorily and 
adequate quantities of input data, instructions and 
intermediate results can be kept in a storage which 
operates at a speed commensurate with that at which 
the computer extracts and replaces the information. 

77. Yhe forms of storage normally used are of 
two types: (a) dynamic storage; (Б) static storage. 

78. Dynamic storage is a form in which the 
information is ‘on the move’ and only becomes avail- 
able for extraction at certain times. This may com- 
plicate the design of the machine and the program- 
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ming of instructions, since a timing device may have 
to be included in both the machine and in the 
instructions. This may be necessary to ensure that 
the machine can extract what it needs from storage 
when it is required. On the other hand this form of 
storage is generally economical of equipment. | 
79. The types of dynamic storage normally used 
are: 


7 (a) Acoustic delay units. . 

In these units, information is stored in ie 
form of supersonic acoustic pulses in a column 
of mercury held between two piezo-electric 
crystals which change electric pulses into acoustic 
pulses and- vice versa. 

As a storage unit the acoustic delay unit has 
the disadvantage that the machine may have to 
wait for the information to become available. 

Other drawbacks are that the temperature of 
the mercury must be kept uniform and it is an 
expensive form of storage. 

(Б) Magnetic drum. 

This form of storage in which information is 
held in magnetic form in channels round a drum 
is also expensive. 

The drum rotates under one or more reading 
heads that can extract information as it passes 
underneath. . 

(c) Magnetic tape, or wire. 

'The advantage of magnetic. tape over wire is 
that information can be stored magnetically along 
several channels running down its length instead 
of on one channel. Neither are particularly 
expensive, 

Both have. the. disadvantage that probably the 
whole length must be scanned to extract the 
information. Clearly this is slow. It is not,.there- 
fore, entirely satisfactory as a form of internal 
storage for the machine. 

o. When storage is in a static form the Hima 
n is instantly available whenever it is required. 
This obviates the complication of a timing device 
in the machine or in the programmed instructions. 
It does, however, need a lot of equipment. 

81. The common forms of static storage. are? . 

(a) Cathode ray tube; in this, information is stored 
as an electrical charge distribution on an in- 
sulated screen, similar to a television screen; 

(b) Electrical relays; 

(c) Electronic tubes. 

82. Although these devices provide some: satis 
factory solutions to the questions of high-speed 
storage inside the computer, the problem of the 
storing of ‘semi-permanent information outside the 
machine remains. This is the information which 
pen-and-ink accounting methods store in ledger 
sheets of various kinds; these are the current balances 
on the thousands of different “accounts, to -which 
reference has already been made,.such. as: asset and 
liability accounts; detailed stock and work-in-progress 
accounts; detailed debtor and creditor accounts; 
detailed expense accounts. 

83. Needless to say, the high-speed computer 
should work at its correct operating speed and be 
able to make the entire accounting process automatic 
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and simultaneous. To do this it must be able to pick 
up any of the current balances on the above accounts, 
alter them and put the new balances back into store. 

84. Clearly it would be possible to use externally 
the types of storage already described for internal 
use. To begin with, however, they would all tend to 
be expensive, some highly so. Moreover they have 
certain peculiar disadvantages for use as a form of 
semi-permanent storage in which information may 
have to remain for an indefinite period. 


(a) Acoustic delay units. 

These need a continuous electric current. 
They would, therefore, be highly vulnerable to 
any breakdown in electric power at any moment 
in the months during which the information 
remained in the store and in such a breakdown 
all the information stored would be lost. 


' (b) Cathode ray tubes. 

i Since the insulation at the back of these. tubes 
is not perfect, it must be re-charged at intervals — 
otherwise the stored information would gradu- 
ally disappear. They, too, need a continuous 
supply of electricity. 

‹ (c) Electrical relays; electronic tubes. 

» These also need a constant supply of electricity. 
(d) Magnetic drums, tape or wire. 

In the case of a power failure, there is a 
possible danger that electrical and magnetic dis- 

: turbances, caused by the failure, might erase 

L^ some of the matter stored, or even put a lot of 

4! v. rubbish into the store. It would then be almost 
impossible to sort out what was still correct and 

5 ‘what was rubbish. Furthermore, it is easy to 

»' tamper with magnetic material without leaving 

^' any trace that it has been done. 
* (e) Punched cards, or tape. 

As Professor Hartree points out,! ‘Punched 
cards have to be used in the order in which they 
are stacked in the deck and can only be used 
once each (unless manipulated by hand in the 
course of the calculation).' This means that they 
are not altogether satisfactory for semi-perman- 
ent storage of the kind needed. 

They share with magnetic tape or wire the 
disadvantage that the whole length of tape, or 
deck of cards, must be scanned to locate and 
extract each individual balance. Therefore, to 
avoid a great deal of repetitive scanning and to 
achieve a high speed the operations must be 
carried out in the same order as that in which the 
balances are stored in the cards. This requisite 
would be virtually impossible to obtain when 
operating simultaneously on a multiplicity of 
different accounts. What is more, preliminary 
sorting should not normally be necessary when 
operating a high-speed computer any more than 
it is needed by. the brain when carrying out the 
posting operations of hand-written ledgers. 


85. From the disadvantage of using the above 
methods for storing semi-permanent information 
outside the high-speed computer, it would appear 
that some other form of reasonably cheap mechanical 





1 Calculating Instruments and Machines, by Douglas R. 
Hartree, Cambridge University Press, 1950, page 77. 
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storage is needed. And until some such storage is 
perfected it will prove cumbersome and difficult to 
arrive at the complete, simultaneous, automatic, high- 
speed, accounting process. 

86. There is reason to hope that some suitable. 
mechanical storage is possible. For, about thirty 
years ago, an accounting machine was designed and 
made which had a high-capacity mechanical storage. 
Its speed was reasonably fast for those days and it 
ріскес 1p current balances automatically from any 
of its storage locations without having to take items 
in a predetermined order. Having picked up the 
balance, it adjusted it according to the entry being 
put through the machine and then automatically 
returnec. the new balance to store. Using a relatively 
slow priating operation, it could carry out such post- 
ing operations at a rate of about ten a minute. No 
doubt, vith modern design but without the printing 


operation (which could be carried out as a separate - 


subsequent operation) this speed, which is slow 
beside the high-speed automatic computer, could be 
substantally incredsed. The original machine could 
automatically print off a trial balance of all the 1,000 
accounts stored in it in forty-five minutes. This 
shows tkat in its day the machine was capable of 
fast speeds and there is no doubt that with modern 
printing methods the speed of this operation could 
also be greatly increased. 

87. Nothing very much ever came of the original 
design, which somehow got by-passed in the general 
developr ent of accounting machines, though it still 
exists today in an emasculated form. Nevertheless, 
it would appear to be the most fruitful idea so far 
produced for fast mechanical storage, because: 

(a) it provides storage of a permanent mechanical 
nature — which, unlike hand-written paper stor- 
age of balances on account sheets, would almost 
be iadestructible by fire or age; 

(b) info-mation can be extracted from, or put into, 
the storage in any order without any preliminary 
so-tng; in other words access is instantly avail- 
able to any storage location, which is the one 
vital feature not available with the different 
types of punched tape and cards or magnetized 
tape or wires; 

(c) it should be possible to make access to the 
storege relatively fast; 

(d) there seems to be no reason why its capacity 
should not be increased; 

(e) the criginal design was such that no entry could 
be made on any account unless a simultaneous 
record of the entry was made; in the meantime 
the current balances were locked in the machine. 

88. However, any final design of automatic, high- 
speed accounting process would undoubtedly employ 


‘several forms of external storage. All information 


would not necessarily have to be made available at 
the same s2eed; some might be stored in a form that 
made it instantly available; other information might 
be storec satisfactorily on tape or cards from which 
it could be extracted after a slight delay. 

89. In fzct it might even be reasonable to approach 








November 22nd, 1952 


the whole field of machine design for commercial 
application on the same basis. In high-speed com- 
puters mathematicians and scientists have achieved 
what zppears to the layman as ‘miracles’ of speed. A 
Somewhat slower speed of operation might be per- 
fectly satisfactory in the world of commercial 
accounting. As was said earlier in this paper, the 
designers of high-speed computers were, amongst 
other things, trying to solve the problem of small 
input; involved and lengthy calculation; small output. 
Speed of calculation was therefore of the greatest 
importance. 
9o. Yet, as we know, problems of commercial 
accourtancy are precisely the reverse: multitudinous 
input; small calculation; multitudinous output. The 
ability to link the computer automatically to the 
sources of input end output is, therefore, of supreme 
importance in applying such machines to commercial 
accounting. To achieve this at the cost of some 
sacrifice of speed would probably be quite acceptable, 
in the same way that the speed of racing. cars is 
tamed when the lessons learned from them ‘аге 
applied to the design of routine commercial cars. 


What use would it be? 


gi. It may well be asked at this stage whether 
there is any point in trying to solve these remaining 
problems of input, cutput and storage in order to 
design a complete, simultaneous, automatic, high- 
speed, accounting process. 

92. Despite all the progress that has so far been 
made in mechanizing clerical procedures, it would 
probably not be an exaggeration to say that mech- 
anization of accounting and clerical processes has 
nowhere near matched mechanization of factory 
processes. As a result, clerical processes probably 
absorb relatively more labour than they should – 
labour that would be more profitably employed at 
the 'fighting front' of factory operations, i.e. on the 
factory floor. 

93. This unsatisfactory state of affairs is, perhaps, 
not altogether surprising if one considers the annual 
appropriations by industrial and commercial firms 
for fundamental scientific research into ways of 
improving produc:s and ways of producing them. 
No doubt the research workers concerned regard the 
appropriations as inadequate, but taken over the 
whole field of industry, they must be enormous com- 
pared with the sums being spent on fundamental 
research into problems of accounting and clerical 
operations. 

94. Leaving aside the wish to improve accounting 
and clerical operations generally, however, we should 
examine the question of whether a complete, simul- 
taneous, automatic, high-speed, accounting process 
is likely to have any practical application. An 
installation of this Eind is certain to be costly — quite 
apart from the money spent in research to make it 
possible in the first place. It would be too expensive 
a toy to produce merely for the sake of seeing it work. 

95. As was pointed out by Mr Jeming at the 
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Controllers’ Institute meeting in New York last 
September, an automatic process could be used in 
connexion with sales to produce simultaneously and 
continuously: (1) sales by sales clerks; (2) sales by 
departments; (3) sales by commodity classification; 
(4) cash, or charge account, debits; (5) purchase tax 
summary; (6) miscellaneous records such as employee 
discounts and commission on sales. 

To which, presumably, could be added: (7) credit 
of cost of sales to detailed finished stock accounts; 
(8) debit to cost of sales account; (9) analysis of 
despatches by method of despatch, together with 
programmed delivery schedules. 

96. Since the calculation of wages payments bulks 
so large in commercial calculations, it is usual for 
this to be regarded as a good field for the use of 
high-speed calculators – as indeed it is. It is sur- 
prising, therefore, that up to date most attention 
has been directed to mechanizing the routine side 
of wages calculation. That:is to say, mechanical 
methods are thought to be suitable for the calculation 
of wages of the simple ‘day’ wage’ type, involving 
only the multiplication of the number of, hours 
worked by the appropriate rate per hour. Mechaniza- 
tion is then used to finish off the work with the calcu- 
lation of deductions for insurance, income-tax, etc. 

97. In some industries the calculation of ‘gross 
wages involves detailed piecework calculations às 
well as intricate bonus calculations. In these instances 
it is more usual to see the calculations done by hand 
methods and mechanization only applied from tlie 
point of ‘gross wages’ onwards. 

98. Presumably this anomaly has arisen because up 
till now a sufficiently flexible calculating instrument 
has not been available. So that in effect the difficult 
part has been done by hand and the easy part has 
been mechanized. An automatic high-speed com- 


puter of the type discussed should be able to reverse 


this trend and the whole wages calculation could be 
tackled from start to finish. There seems, therefore, no 
reason why the machine should not be able to produce: 


(a) Progress record of the numbers of products 
passing through each process; 

(b) Scrap records of the numbers of products 
scrapped or rectified; 

(c) Calculations of piecework, or bonus payable, 
i.e. of gross wages; 

(d) Analysis of gross wages and debit to detailed 
work-in-progress and expense accounts (and 
calculation of new balance on each of the detailed 
accounts); 

(e) Calculation of insurance, income-tax, and other 
deductions, with accumulation of credits to 
appropriate accounts; 

(f) Calculation of net wages for each employee; 

(g) Printed pay-slips showing the detailed make-up 
of wages for each employee; 

(А) Printed pay envelope; 

(2) Analysis of the denominations of coin required 
for each payment; 

(j) To which it should not be altogether impossible 
to add the selection of notes and coin from store 
and their insertion into the envelope. у 
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99. Similarly the recording of materials and stores 
is merely straightforward book-keeping in quantities 
and values and there seems no reason why a high- 
speed automatic accounting process should not be 
able to effect: 


(a) Credits to individual suppliers’ accounts and the 
calculation of the new balance; 

(5) Debits to detailed stores accounts in quantity 
and value and the calculation of the new balance; 

(c) Calculations of running average prices per unit; 

(d) Credits of issues to detailed stores account at 
this average price and the calculation of new 
balances; 

(e) Calculations of standard values of issues and 
debit of these values to detailed work in progress 
and expense accounts (with calculations of the 
new balances on those accounts); 

(f) Transfers of the material price variance to the 
appropriate account, and the adjustment of the 

| current balance; 

(g) Calculations of the material usage variance and 
transfers to the appropriate account; 

{h) The maintenance of detailed quantity and value 
records of products in progress through the 
factory and of detailed records of finished goods 
in stock. 


100. Cash and bank transactions have no special 
Characteristics to prevent their being dealt with 
entirely mechanically in the same way. In fact they 
are often mechanized to a large degree on the simpler 
forms of equipment already in. use. But the main 
additional advantage of a high-speed computer 
would be that debits and credits to customers' and 
supplizrs’ accounts and to detailed expense accounts 
could be made automatic, as would also be the 
calculation of the new balances on these accounts. 


101. The current trend towards the increasing use 
of flexible budgetary control would be greatly facili- 
tated by an automatic high-speed accounting pro- 
cess. There should be no fundamental reason why it 
could not maintain a complete set of flexible budget 
accounts. These accounts could be kept in a state of 
continuous adjustment according to the different 
indices of the factors which cause each of them to 
vary. The extraction of control documents to com- 
pare budgets with actual performance should be 
possible at any interval time, since both the budgets 
and the totals of all ‘actuals’ would be permanently 
“up to date’. As Mr Sheehan, of Monsanto Chemicals, 
pointed out, this would enable management control 
reports to be got out with a speed and frequency that 
is hard to envisage because of the amount of clerical 
labour that would be involved at present. 

102. As Mr W. S. Risk pointed out in his paper 
to- the. recent Sixth International Congress on 
Accounting:! | 

“Ап accounts or cost office is probably more fairly 
judged by the quality and speed of its special ad hoc 
reports than upon its provision of routine statistics.' 





1 "The Accountant in Industry’, by W. S. Risk. Paper before 
the Sixth International Congress on Accounting, 1952, 
page 46. 
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Many of these special inquiries are of the sort that 
begin with the words "What would happen to our 
costs (or finances) i£ . . .2 The solution of such 
problems often depends on extensive calculation 
based on certain assumed data. Often only one set, 
of data is used because of the length of time that the 
calculation takes to do by hand methods and the 
answers are almost always required in a hurry. Yet 
frequently it is a whole series of answers that is really 
needed, calculated from a series of changes in each 
of the different factors that comprise the basic data. 

103. This is precisely the sort of calculation for 
which high-speed computers were originally designed 
and which they can perform with great speed and 
ease. They can without difficulty even be designed 
to produce the fihal answer in graph form. 

104. Ít is, therefore, reasonable to say that a 
high-speed computer, coupled with the use of 
mathematical techniques, could go a long way to 
produce rapid answers to the whole range of what 
may be termed ‘multiple choice’ problems, such as 
the effect of: 

(a) Inventory increase or decrease; 

(5) Production increase or decrease; 

(c) Differential costs of added output; 

(d) Minimum selling prices and marginal con- 

tributions; 

(е) Shut-down of plant, product, or department; 

(7) Replacement of equipment; 

(2) Changes in production methods; 

(А) Use of idle facilities. 

105. An improvement in the accountant's ability 
to provide complete answers to this type of problem 
could have extremely important results. For these 
are. the problems that concern the future; they are 
the ones around which future policy is built. If the 
answers given are incomplete, as so often in the past 
they have had to be for lack of time, then decisions – 
vital decisions that may affect the fortunes of the 
business for many years — must be made on incom- 
plete information and may err as a result. 

106. Nevertheless, the very cost of this equipment 
leads one to wonder whether its application could 
ever be anything but limited to the industrial giants 
and the governmental and 'nationalized' mammoths. 

107. The smallness of the size of the average 
business unit both in this country and in the U.S.A. . 
is, of course, well known. We seem reluctant, how- 
ever, to develop any form of efficient, high-grade, 
centralized accountancy service for small businesses. 
Yet the idea is by no means new. For many years it 
has been common practice for groups of Lloyd's 
underwriting syndicates to have their books kept by a 
firm o: accountants. One staff of book-keeping clerks 
keeps all the books of all the different syndicates. 
Often the same firm of accountants does the audit of 
the syndicates’ accounts. This practice has clearly 
proved far more economical than if each syndicate 
kept its own book-keeping staff. There is no logical 
reason why the same principle should not be -ex- 
tended to the benefit of the small. business. | 

108. In the U.S.A. schemes of this kind are not 
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uncommon; one has the arresting name of ‘Mail- 
Me-Monday’. The business itself keeps no books 
at all. All the data is sent to a central spot for account- 
ancy ‘processing’. This central accountancy service is 
equipped with all the most modern machines to 
enable it to provide a fast and accurate service. In 
this way the small business has, in effect, just as fast 
and efficient an accounting system as the large giant 
and at the same economical cost. Again, there is no 
logical reason why such a centralized accounting 
service should -not be set up with high-speed equip- 
ment of the type discussed. 


Conclusion 
109. Ín conclusion, then, we find that: 
(a) the high-speed automatic computer is a piece of 
equipment the workings of which are reasonably 
widely understood; 


(Б) its design and construction have passed both the : 


blue-print and the laboratory stage, so that it is 
just entering the production stage; 

(c) its operation is such that it is capable of carrying 
out the majority of the’ basic accounting opera- 
tions; 

(d) a great deal of further research is needed on the 
problems of input and output and in particular 
on the problern of the storage of semi-permanent 
information, before it is possible to set up a 
complete, simultaneous, automatic, high-speed 
accounting process. 

(е) in addition, a great deal of research and develop- 
ment is needed to perfect machine designs that 
are sufficiently reliable for routine commercial 
work. Commercial accountancy involves what 
may best be described as a great deal of steady 
‘slogging’ for the machine. Deadlines for the 
weekly payment of wages, daily issue of invoices, 
and monthly production of accounts must be 
met; for these and many other operations, little 
or no delay is acceptable. Machines must there- 
fore be reliable to a high degree — a condition 
that has hardly yet been fulfilled in practice. 

110. In the U.S.A. we find some ninety organiza- 

tions at work on the design of automatic high-speed 
computers, of which about thirty are being designed 
for business use. True, a great deal of this effort in 
the U.S.A. is probably due to the fact that these 
machines have become ‘fashionable’ – each body, or 
corporation, then tries to produce something bigger 
and better than the other fellow has got (whether or 
not there is anything significant to do with it on 
completion). But, nevertheless, such activity does 
make it more likely that something useful might 
emerge somewhere. Yet in Britain nothing like a 
comparable effort is anywhere visible. One commer- 
cial concern has almost completed a machine for its 
own use, but this is 2 ‘one off? model which it is not 
intended to market to other firms. Electrical and 
accounting machine manufacturers are examining 
the possibilities of making such machines for the 
market; in particular, three manufacturers are 
actively pursuing research and development. 

ттт. Thus the picture that is apparent to the out- 
sider is one which seems to show about thirty times 


THE ACCOUNTANT 609 


as much development being done in the U.S.A. as 
is being done in Britain. It might be thought that the 
difference in the size of industry and commerce 
between the U.S.A. and this country explains this 
state of affairs. But the comparable figures for the 
average monthly civilian labour force employed in 
1951 are: 

USA .. es i 61 million 

U.K. m - 22 million 


'That is to say, commercial and industrial activity 
seems to be only about three times as great as in the 
U.S.A. (not thirty times as great). 

112. lt is a pity that we should appear to lag 
behind in this way. In the fields of accountancy and 
auditing our predecessors led the field in their day. 
Accountants in the U.S.A. would probably be the 
first to acknowledge that the origin of their basic 
technical inspiration came from Britain. 

113. We have in this country the mathematicians, 
electrical, engineers and electronic engineers who 
know how to design and build high-speed automatic 
computers, and. who are leaders in their field. The 
EDSAC was completed at Cambridge University in 
1947 only one year after the first automatic elec- 
tronic digital machine (the ENIAC) was completed in 
the U.S.A. (In saying this, it would also be appro- 
priate to acknowledge the very considerable assist- 
ance given to the writer of this paper by Professor 
D. R. Hartree, M.A., PH.D., F.R.S.. of the Cavendish 
Laboratory at Cambridge University, who took 
much time and trouble not only to explain to a mere 
layman the intricacies of these highly specialized 
mathematical machines, but also spent considerable 


time eliminating the major technical blunders in 


this paper.) 

114. It is to be hoped that, as a country, we do 
not lack the commercial courage and initiative to 
undertake research into what is for most of us a new 
field. At any rate we have the example of at least 
one comimercial firm that has had the necessary 
courage to enter this field for their own use. In so 
doing, the company has probably established a lead 
over the whole commercial world; even in the U.S.A. 
it is doubtful whether any similar high-speed com- 
puter has got so near to carrying out the routine of 
commercial problems. But an enormous amount of 
research and development is still needed; far more 
than could be undertaken by any one firm. 

115. Before further research and development is 
likely to be undertaken, it would appear to be the 
duty of the accountant to try to bridge the gap 
between commerce and mathematical science ~ the 
gap, that is to say, between mathematicians, who know 
how to design the machines, and business men, who 
so far are relatively unaware of the potential uses of 
high-speed computers. 

'116. For that reason this paper attempts an explora- 
tion of the ground, for it seems that accountants 
are faced with the challenge of regaining for this 
country a lead which at the moment is.in danger of 
passing to their professional colleagues in the U.S.A. 
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MECHANIZED ACCOUNTING (PART II) 


AUDITING PROCEDURE 
by H. O. H. COULSON, Е.С.А. 


of audit procedures as related to accounts and 

records prepared by mechanical methods. In- 
asmuch as it follows a very full and comprehensive 
review thereof in the Part I paper by Mr de Paula, 
no reference is necessary to questions of mechanized 
accounting as such, and 


T HIS paper is concerned with the consideration 


of its appearance at a moment in time. It will also 
be appreciated that, to some extent, the two types 
of verification will overlap, supplement and comple- 

ment each the other. 
It is neither desirable nor necessary here to deal 
with questions of the qualify of evidence’ afforded 
by documents differing in 





what is said here should be 
read in the light of that 
review. 


Auditing Procedure 
It is, perhaps, necessary to ~: 
go back to first principles 
to define what is meant by 
‘auditing procedure’ and to 
consider, not what are the 
various items making up 
an audit programme, but 
rather the objectives of 
principle at which the 
auditor aims in designing 
and carrying out pro- 
grammes which are, of 
course, no more than the 
outward expression of the 
principles of audit. 

Auditing consists of one 
major process, of which 
there are two main aspects, 
both of them dealing with 
the verification of informa- 
tion. In the first place, 
there is the verification of 
accounts, records and 
books with documents and 
other independent evidence — largely originating from 
without the organization - designed to enable the 
auditor to inform himself as to the nature of the trans- 
actions which are recorded, and thereby to satisfy 
himself that they are correctly reflected in the books 
and records before him, and, ultimately, in the ac- 
counts upon which he is required to report. Secondly; 
there is the verification, again with documents and 
evidence obtained from sources as far as possible inde- 
pendent of the organization, of the existence of assets 
and liabilities and of their amount at the close of stated 
periods during the life of the concern under audit. 
In effect, these two facets of verification may be 
likened, the one to a moving picture of the concern 
over a period, and the other to a static photograph 





An address delivered on September 16th, 1952, at the 
Summer Course of The Institute of Chartered Accountants, 
. held at Christ Church, Oxford. 





Mr H. O. H. Coulson, r.c.4. 


degrees of independence 
and other ways. These 
may range from the certifi- 
cate given by bankers in 
confirmation of the exist- 
ence of a bank balànce and 
the statement bearing an 
acknowledgment of pay- 
ment in due form, down 
to theinternal office memo- 
randum recording the allo- 
cation of items of receipt 
and expenditure. For pre- 
sent purposes the eviden- 
tial value of documentary 
and other evidence of all 
classes is accepted without 
inquiry, but it must not 
on that account be assumed 
that the consideration of 
such value can, or should, 
be ignored when dealing 
with mechanized accounts 
any more than with ac- 
counts prepared by any 
other method. In fact, the 
same standards of inde- 
pendence and evidence are 
required whether the accounts are compiled mech- 
anically or manually. A perhaps superfluous note of 
caution may be sounded that a document, when 
printed by a machine, is not, on that account, more 
independent or authoritative or of greater evidential 
value than the same information manually written on 
a blank sheet of paper. 

After, and flowing from, verification, audit consists 
in the checking of analysis and extraction. To some 
extent this process is no more than the auditor 
satisfying himself that the transactions, which he has 
verified by inspection of other evidence, are correctly 
reflected, firstly, in books and records and, ultimately, 
in annual and other accounts and balance sheets, 
upon which he is required to report. 

It is perhaps of interest to comment at this point 
that, despite its relative unimportance from the view- 
point of principle, the processes of checking analysis 
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and extraction ~ more commonly described as the 
checking of ‘posting’, of ‘casts’ and of ‘balances’ – 
not infrequently absorb far more time than the 
primary process of verification. 


Mechanical and Manual Accounting 
Contrasted 

Whilst, as has been said, it is unnecessdry, at this 
stage, to discuss what is understood by mechanized 
accounting, it is thought to be of value to consider 
the contrasts which are shown between mechanized 
and manual accounting. Inasmuch as manual accounts 
have been prepared and understood for a very long 
time and auditing procedures have grown up in 
relation to them it is felt that from a consideration 
of these contrasts it will be more easy to draw con- 
clusions as to modifications, if any, required in 
auditing procedures in applying principles of audit 
to accounts compiled by mechanical methods. Sub- 
ject to such modifications, the methods applicable 
to manually compiled records and accounts may be 
taken as appropriate to mechanized accounts, 

First, and most obvious, as between manual and 
mechanized accounting there are substantial differ- 
ences in the form in which accounts and statements 
are produced. There is a tendency for statements to 
assume standard forms and for the highly specialized 
and diverse manual forms to be compressed into the 
more stylized and standard mechanical shapes. It is 
of the first importance that these differences of form 
should not obscure and confuse the consideration of 
these documents as evidence and as vehicles of 
accounting information, in which respect they do 
not differ in principle from the more obviously 
intelligible documents used for a ‘manual system. 
It is of interest to record here that the intelligibility 
of mechanically prepared documents is very greatly 
increased if they are set out upon suitably printed 
forms capable of being divided into sheets of standard 
length and filed in permanent binders, to adopt 
much the shape of a loose-leaf book. The difference 
in the impression given by a number of sheets, vary- 
ing in size, and possibly in shape, containing columns 
of figures and little e se, from that given by sbeets of 
standard size and shape in which each column of, 
figures is headed with a brief printed description of 
the contents of the column, is so great as to justify 
many times over any expense or troüble incurred 
in the, apparently superficial, rearrangements in- 
volved. 

In the second place, and this is the major contrast 
which affects audit method and work, mechanized 
accounting tends to the taking in of information in 
large quantities and the production of an output in 
summarized, analysed and sub-summarized form, 
with little or no visible link between the documents 
in which the original information was contained and 
those in which the final output appears. 

It will have been noted from the first part of this 
paper that, so far as can at present be seen, the input 
of information, as well as the output, even under the 
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more advanced mechanical systems, is likely to 
continue, for at least as far as can be foreseen, to be 
in the form of written or printed documents. This is 
perhaps the more reassuring when it is considered 
that, as the derivation of the word shows, the first 
original function of the auditor was to listen to the 
account recited to him and, possibly with the aid of 
no more than a few pieces of wood with notches cut 
in them, to decide whether or not the accounting 
official had properly discharged his trust. It seems 
that, so far as the experts can yet advise.us, the 
prospect of an auditor sitting beside machines and 
endeavouring to reduce their multitudinous tongues 
to something which he can understand and vouch 
for, is still a nightmare of the future, just as to some 
of us the picture of the medieval clerk writing up his 
books in Roman numerals, no doubt with his abacus 


. beside him, is something of a nightmare of the past. 


'The third of the contrasts between mechanized 
and manual accounting relates to the use of total or 
control accounts. Total or control accounts are, of 
course, frequently found in manual systems, where 
they have a proper and valuable place, although 
they may be regarded as something of a luxury and 
rather as a means of saving the book-keeper trouble 
in locating error, than as an essential. Such accounts 
are not infrequently of a memorandum nature, 
which indicates their somewhat extraneous position 
to the book-keeping system as a whole. In mech- 
anized accounting, the tendency to develop gaps 
between original documents and final totals- and 
analyses makes it the more necessary that there 
should be adequate control accounts and records. 
The wise machine accountant, despite his confidence 
in his machine, will always guard against the risk 
of human error, providing wherever possible for 
independent cross-checks upon the information he 
uses, in the form into which he has turned it for 
absorption in his machine. Similarly, he will wish 
to provide, at intervals not too widely spaced, for 
some check to ensure that, so far, the work has been 
done correctly. For these purposes, so-called control 
records will be produced, which may provide excel- 
lent vehicles for the maintenance of the links between 
prime data and final results, and so, unlike the control 
accounts of a manual system, form an integral part 
of the accounting system — although, perhaps, not 
originally intended or designed for such a role. 

A fourth point of contrast, which is not peculiar 
to mechanized accounting, but which tends to arise 
more frequently therein, is the use of negative com- 
pilation of figures. Expressed crudely, this may 
consist of the ascertainment of a total covering a 
number of groups of items, the elimination of all 
groups but one and the treatment of the final balance 
as representing the last without its being separately 
ascertained. Similarly, recurring transactions, nor- 
mally of the same amount, may be assumed to be 
recurring and identical, subject only to the adjust- 
ment of known differences. Such treatment of 
accounting information will seem at first sight to be 
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very unreliable to the auditor and one which offers 
little scope for critical examination, except from the 
point of view of the exploration of the differences 
which arise. 

Fiith, and last, of the contrasts arises from the 
fact that in mechanized accounting the great bulk of 
entries must confo-m to a standard method of treat- 
ment. Whilst in a manual system the transactions 
requiring special treatment can be passed through 
the same books zs the remainder of the entries, 
because they can be specially dealt with by the book- 
keeper, in mechanized accounting it is almost invari- 
ably necessary to segregate special entries from the 
start. On the other hand, there is, very often, a 
temptation to include entries together because the 
book-keeping processes are the same, when in fact 
they -the entries— are of different types. This 
tendency places & special duty of care upon the 
auditor to ensure that the final result is in no way 
distorted by the method of recording. 

Perhaps the most common instance of special 

entries is the type of entry arising as the result of 
some error or om.ssion calling for adjustment. The 
handling of entries of this kind is highly special and 
will require special scrutiny. It may well be found 
that, even in the most highly mechanized system, 
. this type of entry is better dealt with manually. 
The fact that mechanized systems are usually 
operated by staff unacquainted with much beyond 
their more or less routine and repetitive duties, 
makes it essential that the auditor should appreciate 
the possibility that irregular entries may be made on 
the instruction of a superior official, so minded, 
without the operator actively concerned therewith 
realizing their irregular nature. 
' Before leaving -his aspect of the contrast between 
manual and mechanized accounting, it is well to 
note that a very large part of accounting which is 
genuinely mechanized, is nevertheless so organized 
that the records, prepared by machines, differ in no 
essential detail from records prepared by hand. It is 
rather in the more advanced forms of mechanizztion, 
in punched-card, and possibly electronic, accounting, 
that the peculiarities of mechanization become 
sufficiently marked to give rise to any real difference 
in records, their form and manner of compilation. 
It follows that, in this paper, comment is related 
more to such advanced forms of mechanization. 


` Peculiarities of the Audit of Mechanized 
Accounts 


І turn now to consideration of the audit of the various 
sections of a sys:em of accounts in which, for pur- 
poses of conveniznce, I have divided my comments 
between books of prime entry, personal ledgers and 
books of secondary entry, and the nominal ledger. 
Under these headings are set out reflections upon 
some of the peculiarities likely to be found in the 
audit of these sections of a mechanized accounting 
system. 
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Prime Records and Journals 


Batching of documents and ‘control’ records 
It is very common in mechanized accounts to find 


that documents are divided into batches of convenient - 


size to make it possible to impose independent 'coh- 
trol' processes — such as, for example, the ascertain- 
ment of totals before the punching of cards, so that 
the resultant card file can be agreed in total and 
‘proved’ before use. The recording of these batch 
totals in control or summary books is also frequently 
adopted. In these books there is much of what was 
essertial in the old-time full-length journal or day 
book and some minor adaptation of audit method is 
sufficient to make them fulfil the same purpose. 
The auditor may, therefore, by selection of 
‘batches’ of documents of manageable size and 
providing a representative cross-section of transac- 
tions, carry out effective tests of totals ultimately 
appearing in nominal accounts. In this connexion 


it is, of course, desirable, if not essential, that the ` 


batches selected for the testing of prime records 
should also be those used for the complementary 
testing of secondary records. In effect, the test 'drills' 
through the various accounting ‘strata’ should be 
driven throughout the ‘seam’ and, if the drill be 
narrow, should be the more intensively examined. 
Whilst it is not possible to generalize upon such a 
point without a considerable measure of reserve, it 
may be noted that the treatment of the bulk of 
transactions is, on the whole, more likely to conform 
to the treatment of a sample in a mechanized, than 
in a manual, system and, accordingly, the extent of 
sample tests may be the narrower. 

The totals contained in batches of documents may 
be, and frequently are, without any material addi- 
tional labour, recorded in control books which, with 
little or no adaptation and extension, can be linked 
to the appropriate nominal records. In this way the 
gaps most frequently found in mechanized systems 
can be effectively bridged in audit. 


Audit ‘tabulations’ 

In more extreme cases, if, as the result of the re- 
sorting of documents or other causes, batches form- 
ing a single recorded total, or group of totals, become 


extremely large, the auditor may be compelled to | 


Obtain separate machine-prepared lists of the items 
making up the totals so that he can test those lists 
in proving that the totals themselves are correctly 
reflected. 

In this connexion it may well be found that when 
documents, after their first use, are re-sorted into an 


. order which tends to make difficult their use in the 


verification of primary records, and especially where 
the documents are themselves copies of invoices 
etc. originating from the client's office, it is fre- 
quently desirable, and usually quite practicable, for 
additional copies to be taken so that, whilst one can 
be used as a ledgér copy and filed in ledger order 
under customers' names, another copy can be used 
as a journal copy and retained in the necessary order 
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BUSINESS BROKERS LIMITED 


Specialists in the Sale of Businesses 
HAVE SPECIFIC CLIENTS WISHING TO PURCHASE - 


Companies engaged in the following Trades 












FOOD MANUFACTURING 
THE MANUFACTURE OF AGRICULTURAL IMPLEMENTS 
HEAVY ENGINEERING 
PRODUCTION OF RUBBER MOULDED PRODUCTS 
PRECISION ENGINEERING 
MANUFACTURING COPPER TUBES OR CYLINDERS 
GAS INDUSTRY APPLIANCES 
PHARMACEUTICAL MANUFACTURING - PROPRIETARY ARTICLES 
BISCUIT MANUFACTURING 
CUTLERY OR KITCHEN UTENSIL MANUFACTURING 
TAP AND DIE MANUFACTURING 
ELECTRICAL INSTRUMENT MANUFACTURING 
MANUFACTURE OF CHINAWARE 
HIGH PRECISION GAUGING AND PRODUCTION EQUIPMENT 
TWIST DRILLS AND REAMERS 
CHAIN OF GROCERY AND PROVISION SHOPS 
BAKERY WITH RETAIL BRANCHES 
SWEETS, TOFFEES OR CHOCOLATE MANUFACTURING 





NOTE 1. THE ABOVE NAMED BUSINESSES MUST BE OLD ESTABLISHED WITH MINIMUM 
—————— | NETT PROFITS OF £30,000 P.A. OTHER TYPES OF BUSINESSES ALSO REQUIRED. 


.2. EXPERT ADVICE GIVEN ON .CONVERSION OF PRIVATE BUSINESSES INTO ` 
QUOTED PUBLIC COMPANIES. 


Write in confidence to 


‘REGINALD. TERRELL 


Managing Director 


. BUSINESS BROKERS LIMITED 
46 St James's Place, London, SWI. (REG 4720 and 5418) 
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we moderns 


...Use a modern calculator—and find Facit, with its brilliant 
ten-key system and simple one-hand operation, the last word 
in figuring efficiency. Mastered in minutes and operated proficiently | 
by the youngest member of the staff, the foolproof Facit is the only ` i 
calculator of its kind offering a complete range of hand and electric n 
models. Write for details or, if you wish, a free demonstration. i 


НАМО AND ELECTRIC MODELS FAC I | 


BLOCK & ANDERSON LTD., 58-60 Kensington Church Street, London, W.8: a 


МЕчет 2531 Branches throughout Great Britain у А 


ae 
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Size Smiled the Chief Accountant 
1257 x HY x 9" high 





All incoming mail 'The Chairman looked almost alarmed 


when I gave him the figures!. 


opened in || minute "Those are three weeks too soon to be 


trustworthy" said he 'When I 


~ 


convinced him he asked "Have you 


Your office day gets off to a smooth and 
efficient start with this excellent I.C.C. 
machine — designed to save your organisa- 
tion time and money. 
) A junior can operate it. 
It is safe and consistent; 
Safer than a paper-knife 


suddenly become a genius?" 'It’s a 


possibility to be considered with 


No danger to envelope contents. cautious optimism! I told him, but he 
Automatic feed. 
Power operated, with adjustment kaws- au wall as I- do-a iot of the 
for large cr small mail — — 
Self sharp2ning cutters. „| headache has gone out of our account- 
* A hand operated model is available for firms | i 
receiving a small mail. ing since we in&5talled the 


We shall be glad іс demonstrate in your office the 


There is a range of Powers-Samas machines 


ILETTER OPENING MACHINE нс d indice 


Powers-Samas punched card system' 


International Coin Counting Machine Co. Ltd. у 
Alexandra Road, Enfield, Middlesex , : 
| Telephone : Howard 1886 POWERS-SAMAS 
: Makers of letter-opening, envelope-sealing, ; 
coin-count«ng and token-counting machines. Powers-Samas Accounting Machines (Sales) Limited, 
Powers-Samas House, Holborn Bars, London, Е.С.!. 
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add faster 
calculate quicker... 















The Sumlock « FIGUREFLOW” is the new precision-built 
Adcing-Calculator for all types of business figurework. 
The «FIGUREFLOW" is crammed with NEW features 
guaranteeing ease of operation, speed and accuracy, 
giving pleasure tc the operator at the same 


time as a greater output of work to the purchaser. 


Write or "phone Зитјоск Limited NOW for a demon- 
stration with this unque machine on your own work. 


S U M L Ü C K L T D 1 ALBEMARLE STREET, LONDON, W. 
TELEPHONE REGent 133! 3 
Bronca Offices for Sales anc Service at: Belfast, Birminghom, Bristol, Cordiff, Glasgow, Leeds, Leicester, Liverpool, 


Manctester, Newcastle, Nostingham, Sheffield, Southampton, 


Sumlock Schools have been scheduled by the Ministry of Labour and National Service os Employment Agencies for 
the purposes of the Notificazion of Yacancies Order, 1952, in respect of Calculating Machine Operators. ^ 





~- To the man who's snowed under there's nothing 
more annoying taan the anonymous ringing of the '*phone 
bell. Only when he picks up the receiver, committing 
himself tc a lengthy conversation, does he know the identity 
of the caller. With the Dictograph Loudspeaking Master Station a 
lamp shows who is calling — you disregard the call if you've bigger 
| things afoot and ring back when уоште free. You ought to know 
more about visual indication and the other time-saving. features 
of the Dictograph Internal Telephone System. A ’phone call or 


postcard will bring you details. 
Originators of loudspeaking telephones 
DIGTOGRAPH TELEPHONES LIMITED 


CHIEF SALES OFFICE: 219 ABBEY HOUSE, VICTORIA ST., LONDON, SW1 - ABBEY 5572 - BRANCHES THROUGHOUT THE COUNTRY 
INTERNAL TELEPHONES - STAFF LOCATION - INDUSTRIAL MUSIC BROADCAST - IMPULSE CLOCK AND TIMING SYSTEMS 
_--_--_-____-___-____-______________-_______.__________________- E ГИТЕ ТЕТЫНЕНЬЬЕ ННН. 
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for vouching primary bcoks or their equivalent. In 
this connexion the use of serially numbered documents 
and copy documents is frequently of value and the 


testing that all such documents are available at 


audit becomes an important process. It should be 
noted, however, that in the audit of such a system 
it is of the first importance that the auditor should 
satisfy himself — either by using the same set of copy 
documents for all processes, or by some suitable 
cross-test — that the various copies used are, indeed, 
identical and all dealt with in all relevant directions. 


Systems of cross-reference 
There are exceptions, however, and cases in which 
batches become inconveniently large, or in which, 
after a first use, documents are re-sorted into differing 
orders and in which none of the above-mentioned 
corrective devices is available to assist the auditor. 
inst this, it is usually essential, for purposes other 
than audit, for flexible and effective systems of cross- 


™ reference to be maintained so that documents can 


Y 


be traced by reference to records containing figures 
taken from them and vice versa. Such a cross- 
referencing system will usually go a long way to 
make the audit test possible, although it may still 
be laborious. The auditor may properly, in such a 
case, call for the assistance of the client's staff in 
tracing and collecting for his examination the docu- 
ments required for his test. 


Scrutiny of documents 

Just as, in effect, mechanical processes of accounting 
tend to separate tke functions of the brain of the 
book-keeper from those of his hands, items in the 
processes of the audit of mechanized accounts may 
also tend to fall into two or more separate parts. 
Whereas, in the case of the audit of manually pre- 
pared accounts, a voucher, for example, may be 
considered at one and the-same time from all its 
aspects, viz. evidential, arithmetical, as embodying 
authorization, supporting factually the entry made 
etc. in the case of mechanized accounts the checking 
of vouchers as to their support of entries may repre- 
sent a separate phase, whilst some, or all of the other 
aspects may be dealt with as a separate operation 
or operations. In this sense the greater specialization 
of function may make possible closer and more 
effective concentration upon the point in view and 
the auditor is well advised to consider, in compiling 
his programmes, the possibility of subdivision of 
audit processes with this specialization as its object. 


Personal Ledgers and Books of 
Secondary Entry _ 

Elimination or modification of personal accounts 
‘Mechanized accounting processes tend, in greater or 
lesser degree, to the elimination of personal ledgers 
as such or their reduction to copies of statements 
issued to the customers or creditors concerned. It is 
generally an essential concomitant of this process 
that control accounts are maintained, recording, in 
total, the transactions which would have been con- 
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tained in ledgers had they been compiled, whether in 
copy statement form or otherwise. In this respect 
also mechanized accounting does not differ from 
numerous manual systems in which ledger records, 
as such, are abandoned, but their purpose is more 
or less fulfilled by the use of files of paid and unpaid 
documents coupled with control accounts and copies 
of statements etc. retained for the purpose. 

In all these cases the control of the documents 
upon which the ledger records or control accounts 
would be founded is a matter of the first importance 
and audit tests should be directed to the ascertain- 
ment of the nature of that control and the examina- 
tion of its effectiveness. It is, almost without excep-- 
tion, essential that means shall be available to, and 
taken by, the auditor to satisfy himself by test and 
scrutiny that all documents of each type and class 
are available for his inspection and that they are, in 
fact, correctly treated. 

It may be found that in certain cases the absence 
of ledger records can wholly or in part be remedied 
by the inspection of records of cash received and paid. 
In cases in which the ledgers, so far as concerns the 
day-to-day operations of the business, are main- 
tained solely in the form of files of punched cards, it 
is not infrequently the case for the records of pay- 
ment to be made by a tabulation of the cards relating 
to the transactions for which the payment or remit- 
tance is in settlement. The elaboration of this tabula- 
tion to a list will frequently serve the purpose of a 
ledger account, although it is of importance here 
also that cross-references should be ample to enable 
these rudimentary ‘ledger’ records to be checked. 

. It is difficult to generalize upon such points, but 
it may, perhaps, be said that, in the audit of personal 
accounts prepared mechanically, and especially by 
punched. cards, there is more to be gained by the 
scrutiny of original data and of the ultimate ledger, 
or quasi ledger, record than by the purely routine 
checking of the copying of figures from one place 
to another. Whilst the risk of compensating error 
will always exist, mechanical processes lend them- 
selves much more easily to ‘controls’ and to ‘self 
balancing’ methods. Accordingly, it is felt that, if 
the circumstances of the case do not indicate to the 
contrary, an auditor may reasonably reduce his tests 
of ‘posting’ pure and simple whilst extending, or not 
reducing, his scrutiny of original documents and 
data and of ledger accounts. M 

It will also be found that accounts tend to be dis- 
tinguished by codes and that, to some extent at 
least, personal names tend to be omitted. So long as 
the audit test of coding and posting is adequate this 
is not, it is felt, a matter of major importance although 
it is, of course, important that lists of outstanding 
balances at balance sheet dates should be inter- 
preted by the addition of the names of the customers 
or suppliers in order to make possible an effective 
consideration of accruals and reserves. 

-In order that there should be no misunderstanding 
upon the point, it is perhaps as well to emphasize 
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here that any reference to the maintenance of records 
‘solely in the form of files of punched cards’ is not 
intended to indicate that such a system is essentially 
desirable or, in many cases, even permissible. In 
general an auditor should not, it is felt, regard a 
punched card as anything but an instrument by 
which information can be copied from one docu- 
ment to another in varied forms and order - in brief, 
a very specialized type of pen. As such he will not 
concern himself with it, any more than he would 
with the quill pea of the antique book-keeper! On 
the other hand, such files of cards may be admirable 
for the purpose о: day-to-day operation and, failing 
all else, special tabulations from these, or sections or 
batches of them, may be required for audit purposes. 
With the possible exception of the dual-purpose 
card ~ one which is used both for the original writing 
down of an item of information and for punching 
with that information for later use— the punched 
card can never be in any sense a voucher and its 
examination at audit is, consequently, of little, if 
any, evidential or other value. 


Scrutiny of ledger eccounts 

It may be mentioned, in passing, that the compila- 
tion of ledger accounts by machine methods may 
frequently lead to the bringing forward of balances 
which are arithmetically proved but the composition 
of which becomies increasingly less apparent on the 
face of the records. The posting of ledgers by hand 
is usually a composite process, only part of whica is 
the insertion of the appropriate entry in the right 
place on the ledge- sheet. Posting by machine may 
well appear, by production of similar records, to 


cover the same ground, but does not, in fact, invelve 


the same scrutiny of entries and their relevance one 
to the other that ts implicit in manual operations. 
It is, therefore, of great importance that steps should 
be teken to provide for the regular and frequent 
scrutiny of ledgers and, in particular, for the co- 
relation of debits znd credits and the identification 
of the composition of balances outstanding. Whilst 
this is primarily a matter which concerns the client, 
inasmuch as it js important to the recovery of the 
debts due to him, i: has a distinct relevance to audit 
in that the value cf outstanding debtors would be 
very greatly affected by the extent to which the 
balances on the books are composed of separate 
and identifiable charges and not of differences or 
disputed deductiors and credits claimed by the 
customer but unrecorded, and perhaps unadmitted, 
by the concern undzr audit. If, therefore, he should 
find that the composition of ledger balances is not 
clear, an auditor would be well advised, to put it 
no higher, to request his clients to undertake their 
examination for the purpose, or to satisfy himself, 
so far as he is able, by tests, that they do not conceal 
irrecoverable or disputed items. 


Cash book Ч | 
Inasmuch as bank transactions are evidenced more 
particularly by documents and copy documents of 
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which originals or copies must be handed to third 
parties, it is of the nature of the case that specific 
records of entries relating thereto will be more com- _ 
pletely produced and retained by whatsoever method. ” 
of mechanization the accounts are compiled. The 
need to compile and issue, on the one side, acknow- 
ledgments of remittances received and bank lodg- 
mert documents, and, on the other, bankers’ orders, 
cheques or other instruments of payment, is such 
that they must normally be compiled in a legible 
form and the taking of copies is a more or less simple 
process and essential to the business for proof of 
the discharge of its obligations, entirely apart from 
questions of audit. In fact, if the records are carbon 
or other 'zutomatic' copies of documents, e.g. 
rece:pts or cheques, the task of comparison of the 
records with original or copy documents may be 
lightened, if not eliminated as a process of audit. 


The Nominal Ledger 
Generally speaking, the mechanization of nominal 
ledge-s has less to commend it than the mechaniza- 
tion of personal ledgers. Although there are numerous 
and important exceptions, the volume of entries in 
nominal ledgers is generally less than that in personal 
ledgers and whilst volume is not the sole determining 
factor, it is at least an important element in a decision 
to use mechanized methods of accounting. There 
are, however, not infrequent cases in which informa- 
tion required for nominal ledger records can, when 
prepared for mechanical handling, provide, almost 
as a by-product, essential data upon which other 


records, e.g. stock control, costing and other statistics, ' 


can be founded and maintained economically. In 
such cases the nominal ledger records are frequently 
mechanized when, regarded as a separate operation, 
mechanization would not have been justified. 

Where this combination of records and statistics 
is attempted, it is, not infrequently, found that the 
records produced consist of mixed tabulations or 
lists, containing entries some of which relate to the 
financial, and some to statistical, records. In such 
event it is, at the lowest, desirable that the items 
relating to financial records should be segregated and 
recorded in separate sheets or lists. Failing this, the 
onus of searching through a large volume of entries 
for the relatively few that concern him may prove 
most cneconomic for the auditor. Further, he may 
be left with a sense of uncertainty, where his examina- 
tion is confined to a test, that he has scrutinized and 
examined all the entries really relevant to his task. 

It is, however, most unusual to find that nominal 
ledger records as such are dispensed with and in the 
unlikely, and undesirable, event that they should be 
maintained wholly in the form of files of punched 
cards, it is felt that the auditor would have every 
justification for requiring that the whole of these 
cards should be listed on appropriate forms to pre- 
pare what would, in effect, be a nominal ledger. 

It is more usual, however, if not invariable, to 
find that a nominal ledger is prepared, although in 
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some cases it is written up by hand on the basis of 
tabulations and lists prepared mechanically and, in 
others, it is actually prepared mechanically itself. 
In such nominal ledgers it is not infrequent to find 
that entries are grouped together in the light more 
of the destination of total figures rather than of the 
similarity in the nature of the entries themselves. 
This gives rise to total debits and credits in ledger 
accounts which, although individually correctly re- 
corded, are so bulked that the determination of their 
true purport is a matter of some difficulty. In such 
cases the auditor may well need to require an analysis 
of some, at least, of the ledger accounts, to be pro- 
duced to him showing the nature of the composition 
of the entries in the account. Inasmuch as this 
analysis will in normal cases lend itself to the direct 
vouching of the account, possibly with primary data, 
there is, perhaps, some advantage to the auditor in 
that his attention is directed to the account and the 
x propriety of its composition at the end rather than 
at the beginning of the process of verification and 
audit. 
Electronic Accounting 
It is, perhaps, fitting that, before concluding, some 
-réference should be made to electronic accounting. 
So far as I understand it, this is largely in its infancy, 
but it seems likely that in the fullness of time, and 
perhaps sooner than might be thought — or possibly 
desired — such installations will be set up by reason 
of their very great flexibility, their speed of operation 
and the extent to which they give opportunities for 
the reduction to a mechanical routine of processes 
- of selection which would ordinarily have been 
regarded as possible only by human agency. Installa- 
tions may be set up, therefore, primarily to deal 
with pre-accounting processes, but be used later for 
accounting because the information will have got, 
as it were, into the machine and is therefore best 
' used by the machine. 

In this case also, :t appears that there will be the 
need to receive incormation from outside which 
must be in a form capable of understanding by the 
human eye and brzin without the intervention of 
interpreting machines. There will also be the need 
to provide for periodical interim sub-totals and recon- 
ciliations in order to prove that accounts and records 
are continuing to be correctly compiled. I under- 
stand also, that, at any rate at present, problems of 
storage of information are likely to make necessary 
the recording in legible form of sub-totals and other 
interim figures which, like the 'control' records 
mentioned above, could be adapted to audit use. 

| Whilst, therefore, some of the difficulties of audit 
presented by punched-card and other mechanized 
accounting may be exacerbated by electronic account- 
ing, I cannot at the moment envisage that there will 
be changes in principle, but rather in degree. If so, 

_ the application of the same methods of audit will, 

. I think, be adequate to overcome and solve the 
problems arising from electronic as from other 
mechanized methods of accounting. 
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General Reflections 


Certain general reflections upon auditing procedures 
applicable to primary, and secondary, records alike 
may also be noted. 

In the first place, the auditor may himself make use 
of mechanized aids in his work. In general, their use 
will be limited, at present and for some time to come, 
to those aids the operation of which calls for no very 
high degree of specialized skill.. Considerations of 
mobility, whilst offering no great obstacle to the use 
of comptometers and other adding and calculating 
machines, would prohibit the audit use, for example, 
of special punched-card installations. Nevertheless, 
the use of mechanical aids must not be overlooked as 
one of the advantages an auditor may obtain by the 
subdivision of audit processes into their several 
component parts. ' š 

In this connexion a note of warning should be 
sounded against the indiscriminate use, or reliance 
upon, the mechanical installations of the client con- 
cern. When it is a matter of the preparation for audit 
of what are, in fact, copies of extracts from available 
documents, there can be little objection to the use 
of the client’s staff and machinery. Even so, however, 
care must be taken that, in bespeaking lists and 
tabulations and sets of documents, the scope of audit 
tests is not prematurely disclosed with the conse- 
quent opening of avenues and perhaps giving rise 
to temptations to dishonesty and manipulation. 

In the second place, the special nature of mech- 
anical systems and their related codes is such that 
the location of documents required at audit is fre- 
quently much easier to the client’s staff, who are 
habituated to the daily operation of the system, than 
to the auditor’s staff. So long as care is taken that 
none of the discretion properly exercisable by the 
auditor and his representatives is thereby deputed 
to the client’s staff, there is much to be gained by 
calling for documents to be sorted out by the client’s 
staff, and in the long run, the client will, himself, be 
the gainer by the saving of time, and cost, in audit. 

Thirdly, the auditor should, of course, acquaint 
himself fully with the system from the aspect of the 
input and output of information and the control, 
interim and other records emerging at various stages 


from it. In general, alterations in a mechanical : 


accounting organization require more careful thought 
than in a manual system, as the scope for last-minute 
improvisations is lessened. The auditor can, there- 
fore, have greater opportunities to keep abreast of 
changes and should do so lest any of the tabulations 


‘or other papers upon which he has relied should 


lose their character and value for his purposes by 
reason of changes elsewhere in the system. 

Lastly, audit papers may tend to become clogged 
with lists of figures taken from various parts of the 
machine for the purpose of linking one set of docu- 
ments with another. It is desirable, to put it no higher, 
that in the course of, and especially in concluding, 
audit, files should be carefully gone over to segregate 
the genuine audit paper, which contains information 
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bearing upon the content, manner of verification or 
other aspect of the accounts and items appearing 
thereon, from the working paper pure and simple. 
‘These latter, whilst of importance in their degree, 
should be separazely filed and cross-referenced against 
the lesser likelihood of their being required again. 


Conclusion 


1 have endeavoured in this survey to deal, as far as 
possible in general terms, with some of the peculiari- 
ties of audit as applied to mechanized accounts. I 
hope that the terms I have used, which, so far as 
I am aware, include none of the jargon of mechanized 
accounting, will be readily intelligible of themselves, 
and that there will be no difficulty in identifying the 
various processes noted in audit programmes with 
the types of procedure to which I have referred. 
in principle, and in total, it is submitted that the 
audit of mechanized accounts does not differ funda- 
mentally from that of manually, or otherwise, pre- 
pared accounts. So long as the principles of verifica- 
tion and audit zre observed there should be little 
difference in the outcome of the work, and differences 
in the manner of its performance are the result rather 
: of superficial variations in form than of general 
variations in principle between the documents and 
records of a mechanized system and those of a 
manual system. 
It is, perhaps, rempting to survey the development 
„о! audit from those times at which it was, as the 
derivation of the word shows, an oral and auditory 
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process, aided, perhaps, by memory reinforced by 
tallies. Electronic developments may, it is felt, be 
taking us on to a time in which accounting informa- 
tian will be recorded and stored in a form in which it* 
could more easily be ‘played back’ like a gramophone 
record, then translated into written matter. An audit 
might then, once again, become a question of listen- 
ing ~ but there would still be a need, and a greater 
one at that, for tallies. As those ‘tallies’ would still 
require circulation to a wider body than was the case. 
in former times, it seems to me inevitable that they 
should take the form of printed, or written, docu- 
ments. Hence the auditor’s problem will still be the 
verification of original data and its linking with 
suitably devised totals and summaries. The manner 
of verification and of linking may be changed, the 
latter substantially, but the principles would not. 
Firm grasp of those principles will provide the clue 
to the mechanical labyrinth and enable the auditor 
to satisfy himself, as heretofore, that the accounts to., 
which his name is appended are ‘properly drawn | 
up etc.". З 

If for no other reason than that accounts must 
reflect views of managers upon matters of opinion, 
and of business prudence -to mention only two 
facets – I cannot imagine that the accounting pro- 
cederes of business could be so mechanized, at 
least for a long time to come, that the accounts – 
which are their final outcome - could be spoken by 
some form of loudspeaker and followed by an auditor 
to say ‘Amen’! 
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WEEKLY NOTES 


Mining Companies and Excess Profits Levy 


Companies extracting crude petroleum, asbestos, and 
a wide range of metals are given a promise of sub- 
stantial relief by a recent Treasury announcement. 
Section 56 of the Finance Act, 1952, permits this 
relief where the Treasury certify that an increase in 
output over output at the normal rate is essential in 
the national interest. The Treasury have now 
certified that an increase in the output of the following 
Substances is essential: crude petroleum, asbestos, 
chrome, cobalt, cclumbium, copper, gold, iron, lead, 
Manganese, molybdenum, tantalum, tin, tungsten, 
vanadium and zinc. In coming to this decision, the 
"Treasury have no doubt had regard to rearmament 
requirements anc to the balance of payments. 
Nevertheless it is curious to see the Government of 
the day delegatirg to civil servants the task of 
deciding what is zhe national interest. The way in 
which the relief will work is dealt with briefly in a 
leading article in our issue of June 7th, 1952, at 
page 587. However, Section 56 is long and involved 
and its detailed working remains to be settled by 
Treasury order. The Treasury announces that they 
will Чл due course’ make regulations for carrying 
Section 56 into effect and for determining the normal 
rate of profit and the extent of any additional output. 


Companies claiming relief under the section must 
do so in writing within twelve months after the end 
of their first chargeable accounting period. By the 
time the Treasury regulations are published they are 
not likely to have much time left in which to exercise 
the aption. We hope to deal with the section and the 
regulations ‘in due course’. 


Road Haulage Levy and Taxation 

Mr Lennox-Boyd announced in the House of 
Commons on Monday, that he had been advised that 
the proposed levy on road hauliers would be a per- 
missible deduction in arriving at profit for. incorne-tax, 
profits tax and excess profits levy purposes. He said 
later in the same evening that the purpose of part one of 
the levy was that the public should not have to pay for 
any losses on the resale of road haulage undertakings 
to private operators. In view of the recent heavy falls 
in the values of second-hand vehicles the loss is likely 

to be heavy. If the person who pays the levy has his 
tax liability reduced, it is clear that the public, in the 
persons of his fellow taxpayers, is going to bear a . 
good deal of the loss after all. 


Postponement of Rating Revaluation. 
At the second reading of the New Valuation Lists 
(Postponement) Bill, Mr Macmillan, the Minister of 





November 22nd, 1952 


Housing and Local Government said that there had 
been no revaluation since 1934 and he was anxious 
to get the present one finished by 1955 or at the latest 
€y 1956, despite the shortage of qualified valuers. 
It was suggested in the course of the debate that the 
Inland Revenue were being too elaborate in their 
methods. The suggestion was also made that some 
more scientific method of raising local government 
revenue ought to be devised; the size of one's house 
being no certain pointe- to the depth of one's pocket. 
'The Minister admitted that the provisions of the 
Local Government Act, 1948, in relation to valuation 
were producing strange results in some cases. The 
provisions will probably be amended. If this is so, 
the necessary amendment ought to be made at once, 
before the valuation goes any farther. 


Wood -working Machinery Productivity Report 
'The report of the team representing the British 
wood-working machinery industry which visited the 
„United States just over a year ago under the auspices 
of the Anglo-American Council on Productivity was 
published on Wednesday.! It notes that large general 
Offices, an abundance of mechanized aids and 
systems of standard costs were the rule rather than 
the exception and that punch-card methods for 
costing purposes were used by most firms. Variances 
were carefully recorded so that management could 
easily determine at what stage any increases in costs 
could be passed on to the consumer. Plant in some 
cases was fairly modern but a number of firms, 
notably those engaged on large conversion machinery 
requiring very heavy machine tools, were using plant 
"forty years old, the replacement of which would now 
entail heavy capital expenditure. One of the team's 
recommendations is.:hat, in order to keep plant 

odern, ‘an adequate provision should be made in 

e annual budget for plant replacement". 

Some factories carried very large stocks, even in 
cases where stock was turned over only two.and a 
half times a year. A:though efforts were made to 


"keep stocks as low as possible, the danger of a sudden: 


stoppage of the flow of raaterials through strikes or 
Pother causes had continually to be considered in 
| fixing the safety level of the quantities to be carried. 


Colonial Loans 

A change in the nature of this country's oversea 
investment problems has been brought to attention 
in the second reading of the Colonial Loans Bill 
which took place in the House of Commons at the 
end of last week. The Bill itself proposes to increase 
the amount which may be raised by the Colonies from 
e International Bank with a Treasury guarantee 
ehind it from {£50 million to £ too million. The need 
or the overt Treasury guarantee arises because the 
Colonies are not members of the Bank in their own 

! right. | 
4 Obtainable (price 35 62 post free, excluding air mail) from 
the Anglo-American Council on Productivity, 21 Toth.ll 
Street, London, SW1, cr from The Machine Tool Trades 


Association Inc., Victoria House, Southampton Row, 
London, WC1. 
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Behind the guarantee lies something else, however. _ 
In the second reading the Colonial Secretary empha- 
sized that he would encourage the Colonies to use the 
Bank to the fullest possible extent once they had 
exhausted the facilities which the London capital 
market has to offer. The fact is that those facilities 
are too small at a time when this country has'a 
major balance of payments problem, and there are 
severe limits to the amount of capital which it 
can export. 

Until recently, this fact did not obtrude. The 
immediate restraint on capital investment in the 
Colonies was the shortage of men and materials. This 
is now less so and the lack of finance is becoming 
more important. Easier supplies and shortage of 
capital are now the operative conditions in colonial 
economics as well as in the British home market. 

The availability of the Bank to help make up the 
shortage will be particularly welcome so far as the 
Colonies are concerned for they have done-more as 
a group to sustain the solvency of the Sterling Area 
than either this country or the Dominions in the 
last few years. er 


Higher Wholesale Textile Sales. 
During September, according to the statistics re- 
leased recently by the Wholesale Textile Associa- 
tion, wholesale textile sales increased two-fold on 
the month. The Association sees in this a sign of 
better days ahead and a return of the pre-war 
Seasonal pattern when there was usually a large 
increase in sales at that time of the year. 

Encouragement is also taken from the relationship 
‘of sales and stocks. The index of total stocks was 151 
while the index of sales was 152. (This sales figure 
includes both home and export trade.) There is 
certainly a healthier appearance in the stock position. 
Since the peak of the textile recession as measured 
by wholesale stocks there has been a decline in stock 
values of one-third. On the whole, too, the improve- 
ment in sales during September and the fall in stocks 
has taken place in most categories. 


Unemployment in October 

In the four weeks ended October 13th, there was an 
increase in unemployment of about 8,000. This seems 
to have been accounted for, however, by. a seasonal 
rise in unemployment in agriculture and fishing while 
the collieries and transport industries had fewer 
working, to judge from the more detailed September 
figures now available. | | 

On the other hand there was a further marked 
improvement in the textile and clothing industries. 
The net effect of the various changes was to put the 


percentage of unemployed at r:9 per cent of total 


employees compared with a level of 1-3 per cent at 
October last year when the recession was just begin- 
ning to gather momentum. 


Intestates Estates Act, 1952 
In a weekly note in our last issue we stated that the 
original Bill was reviewed in our issue of March 15th 
last; this date should have read March 22nd last. 
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FINANCE AND COMMERCE 


There are welcome signs of returning interest in 
stock markets particularly in British Government 
stocks where strength is developing. The main 
reason for the improvement is the hope of reduced 
taxation under the spring Budget, made possible by 
firm reduction of Government expenditure. 


‘The Ward Group’ 


Clarity in form and presentation was the main object 
of those responsible for the 1952 accounts of Thos. W. 
Ward Ltd. Mr E. M. Dodd, the company’s financial 
secretary, modestly suggests that the accounts do not 
contain anythinz of unusual interest. On the contfary, 
we find particular interest in many points, some of 
which we endeavour to illustrate in our necessarily 
curtailed reprint from the accounts. 

Last year there was one combined profit and loss 
account which, to a single narrative, showed the 
parent, subsidiaries and group figures with com- 
parisons. This took, in all, ten columns of figures 
with comparisons, and the eye had to travel across 
nine inches fror the left of the narrative to the final 
column. Now 1: has been decided to revert to two 
separative profit and loss accounts with comparative 
figures in red ~ :talics were used last year ~ and with 
a revised and far more readable narrative. 


The result is a definite improvement. We are not | 


for the present concerned with whether or not two 
separate profit and loss accounts are strictly necessary, 
but purely with presentation and the ease or other- 
wise with which the accounts can be read. Eut we 
would say that ia this case the two clear accounts are 
more acceptable than last year's involved and lengthy 
affair. 

The group balance sheet shows only small change 
in style. Fixed asset detail is now taken out of the 
account and shown separately and the future income- 
tax item, shown separately this time, was last year 
grouped under -evenue, reserves and surplus. The 
use of clearer type and comparisons in red, results in 
a much greater clarity of presentation. 


Group Turnover 


Added to the Thos. W. Ward accounts are two 
schedules showing capital employed and profits over 
a period of ten yzars for the parent company and five 
years for the group. We reprint the group figures. 
To the parent company’s figures are added two 
further columns, one for the amount distributed in 
dividend and the other for the actual percentage rate 
of the payment. Inclusion of the turnover figure is 
particularly sound, and this practice we are glad to 
see is becoming quite widely followed. 

The chairman's review includes a break-down of 
trading results ard an analysis per £ of gross income, 
but we seem to dstect a note of faint criticism of such 
figures in the caairman's statement that they are 
given ‘for those of our shareholders who find 


is, as a private venture, embarking on the manufac 


interest in such comparisons’. ‘Whatever other values 
such statistics possess,’ the chairman later adds, they 
show that the margin of earnings remaining to finance! 
expansion is very meagre. It is in fact sd out of every £ 
of gross income which is 'retained as reserves'. 

The Thos. W. Ward publication is rounded off by 
a two-page exposition of the activities of “The Ward 
Group’. Almost every aspect of the engineering 
industry is covered from shipbreaking to road 
building. 



























Folland Aircraft 


In -his statement with the accounts of Folland 
Aircraft Ltd, Mr C. L. Hill, the chairman, throws 
some interesting light on the subject of costs and 
profit margins in the aircraft industry. An analysis of 
the year's revenue of the company shows that out of 
each {100 of revenue in the year to June 3oth, 1952, 
£52 16s was spent on wages and salaries as against 
£55 8s for the previous year. This, however, does not 
reflect a fall in wage costs. In fact, the reverse is the 
case. 

'The explanation lies mainly in the fact that sub- 
contracting increased as the need arose to utilize 
further outside.capacity in expanding the business. 
For this reason, materials and sub-contracting 
accounted for £25 1s 6d in the year under review 
against £22 25 9d out of every £100 in the preceding 
year. Narrower profit margins are shown in a total 
prcfit of £2 18s od per £100 of revenue against 
£4 48 9d previously. | 

Profits, before taxation, amounted to £173,282, an 
increase of 19 per cent, despite an expansion of 50 per 
cent in turnover to more than £2 million. The ratio 
of profit to turnover was 8:2 per cent against 107 рај 
cent in 1950-51. After taxation, however, the pro 
ratio was reduced to 2:9 per cent compared wit 
4*3 per cent in the previous year. | 

The great bulk of Folland Aircraft's orders comes 
from the de Havilland company for components for 
Vampire, Venom and Comet aircraft. In addition, 
substantial order has been obtained for components 
for the Hawker company's new Hunter fighter. 
Determined to have a product of its own, the compan 


ture of prototypes of a light fighter aircraft. No 
Ministry orders have yet been received, but the 
chairman reports that 'interest has been displayed 
overseas in this project'. · 


Money Market 

Applications for Treasury bills totalled £342,470,00 
on November 14th, an increase of £7,065,000 ove 
the previous week. Maintaining the bid at £99 8s 1d 
the market obtained бо per cent of requirements" 
and the average discount rate fell further to £2 75 7:944, 
per cent. This week the offer of bills is maintained at 

£249 million which is equal to corresponding 

maturities. | 
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THOS, W. WARD LIMITED AND SUBSIDIARY COMPANIES 
; Consolidated Profit and Loss Account, Year ended June 30th, 1952 
5 1952 1951 | 
- Е | Е £ | £ £ £0 
Trading Profits afte- charging Directors’ Emoluments  .. s 2,026,077 2,026,244 ` 
Dividends and Interest (Gross) e AR vs aie E 77,521 80,107 
Exceptional Income 
Profit on Sale of Fixed Assets "m on s oe 5 7,250 33,385 
Reserves not required D 27,917 — 
Surplus on Vesting of Shares jn tron and Steel Corporation aid — 506,567 
Less Transfer-ed to Capital Reserve .. due 45 — 506,567 — 
35,167 ——— ——— 33,385 
Deduct: . Р 2,138,765 2,139,736 
Depreciation on Fixed Assets =, s t Le d 243,654 208,975 
Depreciation of Investments А ae ang ms E 2,500 9,000 | 
Provision for Benevolent Scheme . as мч 55 5,000 30,000 | 
Interest on Debeatures and Loans (gross) > Бе v 1,060 1,068 
Audit Fees .. КЕ 2 n . v 5: 2« ip 4,516 . 3,743 , 
——— 256730 ' ———— 252,786 
Profit before Taxation why “RAM ton ae Re xg 1,882,035 1,886,950 
Deduct: В ` 
United Kingdom Taxation: 
Excess Profits Levy se E ze iw s 41,908 — 
Profits Tax vs 5 m Ри х6 ts ES 251,461 338,544 
income Tax ms ws we а v "a 771,096 736,864 
——— 1,064,465 ——— 1,075,408 
Forelgn Taxation .. Pp m ex "m es 12,029 17,458 
———— | 1,076,564 1,022,866. 
Profits after Taxaticn Ps 2x pis 805,471 794,084 
Deduct: : 
Allocations made -o Reserves in Subsldlarles Accounts E 98,708 89,404 
Distributions by Subsidiaries to Minority Interests — .. s 44,337 40,797 
Profits Retained Ir Subsidiaries’ Accounts Te T ES 87,471 113,695 : 
—— 230,516 ———— 243,896 
Profit Avallabie for Pllecation and Appropriation in Accounts 
of Thos. W. Ward Ltd т vs dx D 574,955 550,188 
Deduct: | ; . 
Provision for Contingencles E E i2 a de : 200,000 200,000 ] 
Taxation Equalizaton Reserve o m - m 35,000 25,000 
——— 235,000 225,000 
Balance of Profit for Appropriation s Р x m 339,955 325,188 
Balance brought ferward from last year - os vd 519,953 558,726 
Ded 859,908 883,914 
Dividends | pald during the Year a 71,800 73,441 
`- „Less Dividend paid on Subsidiary’ 5 holding in Parent Co 402 406 E 
: ———— 71,398 73,035 
Dividends Recommended .. T ae s 25 РЕ 90,783 90,926 
Tratisfer to General Reserve aid m T i " 200,000 200,000 
À 362,18! 363,961 
Balance as per Balan:e Sheet is i - ss MS £497727 |: £519,953 
THOS. W. WARD LIMITED GROUP OF COMPANIES 
3 Record over Five Years 1948 to 1952 
* 1. CCAPITAL EMPLOYED 
| 
Я Capital 
Fixed Assets Current Capital Em 
. ployed 
= me Employed баве of Е bos ating to 
$ Net Share utside 05. 
Builcings Current Financial 
Р and Flant Premiums Investments Liabilicies Year End Shareholders Wara ge 
£ £ £ £ 
1948 2,215,429 72,644 314,278 4,325,099 
1949 2,484,555 339,092  , 363,245 4,779,495 
1950 2,552268 469,360 357,555 5,488,910 
1951 2,505257 459,215 381,588 6,625,241 
1952 2,831,317 463,086 454,812 4,330,011 8,079,826 836,291 7,243,535 
M. - PROFITS 
Trading Profits including Dividends Total Profits 
Pianeta Turnover | FESAT 8 cael d Ао 
ear End rofits after rofits ani locations 
to (to Poon lia beore Taxation Taxation but Transfers to Reserves 
June 30th Alle e i Se before from Reserves and 
ocations Allocations Provisions 
£ £ £ £ 
1948 19,602,000 1,376,919 854,726 522,193 
1949 21,925,000 1,470,766 824,575 646,191 
1950 23,885,000 1,492,661 822,641 670,020 
1951 26,624,000 1,853,565 1,092,866 760,699 А 
1952 29,077,000 1,846,868 1,076,564 770,304 35,167 . 805,471 а 








М.В. - CAPITAL EMPLOYED comprises Issued Share Capital, Capital Reserves, Revenue Reserves and Surplus, Amounts set aside for Future Income Tax, 


and Provisions. 
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Fluctuating Price Levels 


Sir, – Is it necessary to adopt the cumbersome and 
eccentric ‘foreign currency’ method to make the 
alterations in business accounts made necessary by 
inflation? And are excessive taxation and a weakened 
position in wage bargaining the only risks run by 
businesses which do not make such alterations? I 
suggest that a closer analysis of the ways in which 
inflation affects particular parts of a business will lead 
to the conclusion that the only real difficulty is in 
making valuations of particular assets - to measure 
the price increases which have affected them – and 
when those valuations have been made the accounts 
can be presented in almost any form; but the simpler 
they are, the better. I also suggest that the risks of 
leaving accounts without any alteration are much 
greater than have been stated, and that a long period 
of inflation has led to substantial losses of capital, 
and that these losses are hidden and can only be 
discovered by a valuation of certain assets. The 
evidence for these conclusions is briefly as follows. 

Increased prices affect business accounts at the 
following points: 


(1) Depreciation. Tke natural loss by wear and 
tear of the plant and similar assets must be measured 
by the expense of making good the loss, namely, by 
the cost of replacement. Increases in price will 
|. therefore make the loss run at a heavier rate and the 
fixed depreciation provisions will be able to cover 
only a diminishing proportion of the loss, The 
amount of the error is the excess over cost of the 
estimated cost of replacement, and it extends over 
the period from the first price increase until 
" replacement. : 

(2) Purchases. A period in which the quantity of 
. Stock has been doubled, and an otherwise identical 
period in which prices have doubled but the stock 
has remained the same, are regarded as having 
produced the same prot; a result which is absurd. 

Additional purchases which are due to mere 

- increases in price should therefore be met out of 
income, and only those which arise from increased 
quantity or quality should continue to be met out of 
additional capital. 
(3) Money losses. Price increases which are not 
related to increased quantity or quality also affect 
the minimum cash balance and the debtors in a 
similar but more complex manner. In addition, if 
assets which are claims fixed in terms of money 
exceed liabilities and preference capital, the balance 
of net assets will depreciate as prices increase, i.e. 
property eventually bought with such assets will 
- be less than the property for which they were 
> obtained. As a minimum, the increase in the 
general level of prices affecting the net money assets 
^ should be provided out of income. 


. From this it is evident that there are only three 
items which need alteration, and it is not reasonable 
o alter the whole of the revenue items and to 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


introduce the misleading 'profit or loss on exchange' 


in order to correct the accounts. 


In normal times, a business which charges in- 
adequate depreciation, omits purchases, and suffers 
from unrecorded losses of cash, will have inflated 
its profits, and when tax has been paid on an excessive 
assessment the false profit will form a very considerable 
part of the remainder. If the false profit is distributed 
to the proprietors there will be a capital loss; and if 
it is retained to expand the business, the funds used 
will not be surplus capital but sums already pledged 
to other needs, so funds shortly to be called for in 
liquid form will be locked up. The business will 
therefore accumulate a capital loss over a period, and 
expansion or new ventures will be financed at the 
expense of existing assets. All businesses, to a greater 
or lesser degree, are in this position at the present 
day, but with. one difference; their losses are hidden 
in an unknown deficiency of their depreciation funds. 

Consider the case of a business which must renew 
the major part of its plant. It will discover that the 
depreciation provision shown in the books is only 
sufficient to meet a part of the cost, and when the 
cash or investments representing this fund are looked 
for, very little will be found, a large part having been 
already spent on a false expansion of the business. Tt 
may be decided to raise funds from the public; 
the récord of profits is good, the inadequacy of the 
depreciation funds is hidden, and the reason for the 
issue of capital can be stated to be ‘for the moderniza- 
tion of the plant.” When the money has beén sub- 
scribed, will some shareholder complain that he has 
parted with his money on the strength of a prospectus 
showing false. profits, and his money has been used 
to meet а loss which was not disclosed — both being 
facts that the persons responsible had means of 
finding out — with the result that a second Кубан? 
case will be commenced? 

Yours faithfully, 

Stockport. LINDSAY HALL. 
Sm, – As capital appreciation is not taxable, it 
therefore appears to me that appreciation in paper 
£s of stock-in-trade by inflation ` should also 
not be taxed. This can only be avoided by embodying 
inflation into accountancy. | Е 

The idea of the old formula, which was, excellent 
up to 1914, viz. 'stock to be taken at cost or market 
price whichever is lower’, was obviously to prevent 
firms overvaluing their stocks; any undervaluation 
would be reflected in the next account to the ultimate 
benefit of the shareholders and tax collectors. 

Say a business commenced trading prior to. 1914; 
presume it had fixed assets of gold fs £20,000, 
and average or peak stock-in-trade of gold £s £80,000 
consisting of 10,000 units at gold £s £8 each. This 
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figure of 10,000 units of stock must be kept constant 
on their balance sheets at £80,000 despite replace- 
ment cost or value having risen by inflation 10 any 
figure of paper fs-the gold js’ value remains 
unaltered. 

Presume that in 1947 their stock units fell to 
8,000 units and that the replacement cost of their 
units became paper fs frio per unit- they have 
lost 2,000 units of stock. Before their profit and loss 
figure can be arrived at, provision must be made for 
replacing these lost units, and that is simply effected 
by creating a reserve of paper £s {20,000 for this 
purpose. 

Presume on the other hand in 1947 their stock 
vnits rose to 12,000 units, 10,000 of these should be 
taken into account at £8 each, viz. £80,000, and the 
gained 2,000 units at {10 each (current paper cost), 
viz. £20,000, 

As one year's closing valuation would be next 
year's opening valuation, the stock valuation formula 
would now be: : 

*Stocks to be taken at cost or market price, which- 
ever is lower, during the period of these accounts, 
including the opening price valuation.’ 

In the case of new businesses, commenced after 
1914, their stock price basis would be calculated on 


REVIEWS 


Company Control 
by T. G. Rose, F.I.I.A., M.I.Mech.E., M.I.P.E. 


(Gee & Co (Publishers) Ltd, London. ros 6d net; 
IIs post free) 


This book reproduces a paper read by the author to 
the London Centre of the Institute of Industrial 
Administration as a higher management lecture. It 
deals with the problems of the managing director 
and the qualities which he requires to possess in 
order to deal properly with them. The writer speaks 
in a forthright and vigorous manner and evidently 
bases his matter largely on practical experience. His 
remarks on accountants are perhaps of special 
interest: 

“The accountant . . . is the man to whom the 
managing director ought naturally to turn for his 
internal control figures, and for all the interpreta- 
tion of those figures which may be necessary. 

'At the present time this vital link in the conduct 
of affairs is unfortunately the weakest, and until the 
accountant in industry grows accustomed to the 
idea that his books of account are not an end in 
themselves, but only the means by which the busi- 
ness can be managed, any attempt to control the 
business of which he forms a part must be largely 
ineffective.’ 

There is a very interesting section on that indefin- 
able quality, leadership: the most effective leadership, 
says the author, comes from men who remain 
adolescent all their lives. А 

Altogether a stimulating. book. There is а foreword 
by Sir Charles Renold. 
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the basis of cost or market price, whichever was 
lower during the period of their first balance sheet; 
and their stock quantity basis on the maximum | 
quantity held by them during that same period. j 

To be equitable, each business therefore, will 
commence with a stock unit quantity at a fixed 
valuation in £s per unit and no profit can be shown 
before either this quantity exists or allowance made 
for replacement. 

But a progressive firm can increase their stock 
units, though at higher paper f prices, and can 
progressively have an unlimited number of stock 
units at different paper £ prices. 

Yours truly, 


London, EC3. J. M. JESSIMAN. 


Amusement Caterers: Cost of Prizes 


Sm, - We should be pleased to hear if any of your 
readers have had experience of amusement catering: 
businesses (automatic machines, stalls, etc.). 
We should like to know approximately what is the 
usual cost of prizes used, expressed as a percentage 
cf takings. "E 
Yours faithfully, 
SANDCO. 


Shaw's Guide to Income Tax Relating to Local 
Authorities 


Revised for 1952-53 
by Frank Mellor, A.I.M.T.A., A.R.V.A. 
(Shaw & Sons Ltd, London. 21s net) 


To those who are concerned with the income-tax a 
arofits tax of local authorities this will be a mo 
useful book. It is a revised issue of the Guide with 
references to the consolidating Income Tax Act, 1952. 
The reader is referred to the Act itself where appro- 
priate, and to the ‘Agreed Rules’ between the Board 
cf Inland Revenue and the Institute of Municipal 
‘Treasurers and Accountants. 

The work is divided into twelve sections and 
reference thereto is facilitated by a thumb index. An 
additional section has been included dealing with 
profits tax. 


Forms of Public Control and Ownership 
by Edward Goodman | 
(Christophers, London. 8: 6d net) 


This is an excellent survey of the many publi 
corporations and other publicly owned or controlle 
bodies now functioning in this country. Besides 
describing the different forms they take — of which 
there is a surprising variety — it traces the develop- 
ment of government regulation of public utilities iny 
Britain from the early days of canals and railways, 
through the advent of gas, tramways and electricity 
undertakings, to the first corporation proper, viz. th 


November 22nd, 1952 


British Broadcasting Corporation, which was set up 
in 1927. The number of such corporations is now 
very large and though :t is much too early to attempt 
‘An assessment of their influence on the national life, 
it must be very great. 

They bring with them new problems which include 


Leahy v. Hawkins 
In the High Court of Justice (Chancery Division) 
October 17th, 1952 
(Before Mr Justice HARMAN) 
| Income-tax — Profession — Annual payment — Doctor 
tn National Health Service ~ Payment by Minister of 
|Health because doctor not within pension scheme ~ 

Whether income from profession — Whether an annual 
payment — Income Tax Act, 1918, Schedule D, 
Charging Rule r (a), (t), Case II, Case III, Rule 1 (a) 
- National Health Service Act, 1946, Sections 33, 
67, 79 — National Health Service (General Medical 
and Pharmaceutical Services) Regulations, 1948 
(No. 506), Regulation 22, Schedule r, Part II, 
paragraph т — National Health Service (Superannua- 
tion) Regulations, 1947 (No. 1755), Regulations 4, 38. 

The appellant was a medical practitioner in the 

National Health Service, and, pursuant to paragraph 

5 of Part II of Schedule 1 to the National Health 

ervice (General Medical and Pharmaceutical 
Services) Regulations, 1948 (No. 506), his remunera- 
tion was composed of a fixed annual payment, a 
apitation fee, and sundry other payments. Under 
aragraph 38 (3) (т) of the National Health Service 
(Superannuation) Regulations, 1947 (No. 1755), 
where a person became a practitioner under the 

Service on the appointed day, and he held a contract 
or policy of insurance, he could request that he should 
not become subject to those regulations; and if the 
Minister agreed, the latter became liable to pay to the 
practitioner 'as a contribution towards the mainten- 
ance of the contract or policy an amount equal to 
8 per cent of his remuneration’. The appellant gave 
notice to this effect, and the Minister agreed that he 
should not be bound by the superannustion scheme, 
and thus the appellant became entitled to receive from 
the Minister, and did receive year by year, sums equal 
to 8 per ceat of his remuneration. 

The appellant was assessed under Case II of 
chedule D, and the sums in question were included 
in the computation of his income. Alternatively, the 
Crown claimed that liability arose under Case III. 
> The appellant conterdec that these sums were not 

income arising from his profession, and were not 

"annual payments in respect of which he was assessable 
under Case III of Schedule D. The Special Com- 
missioners decided that the sums in question were not 
a part of the income arising to the appellant from the 
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those of organization, control over rates and charges, 
and supply of capital. In.a work of this size such 
problems can be only briefly discussed, but never- 
theless it makes accessible much information about 
these new bodies which is not otherwise readily 
available. 


TAXATION CASES 


Full reports of zhe cases summarized in this column will be published, with Notes on the Judgments, 
in the Annotated Tax Cases. 


practise of his profession, but that they were annual 
payments within Case III. 

Held, that the Special Commissioners’ decision 
was correct. 


North Central Wagon & Finance Co Ltd 
v. Fifield 
In the High Court of Justice (Chancery Division) 
October 8th, 1952 
(Before Mr Justice HARMAN) 
Income-tax — Whether опе or two businesses carried on – 
Whether letting of machinery on hire assessable under 
Case VI — Income Tax: Асі, 1918, Schedule A, No. т, 
General Rule; Schedule D, Cases I and П, Rule 5 – 
Finance Act, 1919, Section 18 — Rating and Valuation 
Act, 1925, Schedule III — Finance Act, 1936, Section 
22 (now Income Tax Act, 1952, Section 474). 

The activities of the appellant company consisted 
of selling wagons on hire-purchase and of letting 
wagons out on hire. Both activities were carried on by 
the same staff, and in the same premises, and with the 
same organization: The wagons which had been used 
for letting out on hire were acquired by the Road 


‘Transport Executive, and that activity then ceased. 


The appellant company contended that that activity 
was a separate business but the General Com- 
missioners held that it was not. 

In the appeal to the High Court it was also con- 
tended for the appellant that the activity of letting 
out wagons on hire should have been assessed 
separately under Case .VI of Schedule D and not 
under Case I, because of the change made in the law 
by Section 22 of the Finance Act, 1936 (now Section 
474 of the Income Tax Act, 1952). It was contended 
that Section 22 (2) of the Act of 1936, in its reference 
to ‘any machinery the value of which is not taken 
into account for the purpose of assessment to income- 
tax under Schedule A’, applied to the wagons which 
were let out on hire. 

Held, (1) that the decision of the General Com- 
missioners that the appellant carried on only one 
business was correct; (2) that the machinery referred 
to in Section 22 (2) of the Finance Act, 1936, was 
machinery the value of which could not be taken into 
account pursuant to Section 22 (1) of that Act, and 


- that, therefore, the receipts from the letting of the 


wagons in question had been properly included in 
the computation of the appellant’s profits under 
Case I of Schedule D. 
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Hetherington’s Trustees v. Lord Advocate 


In tlie Court of Session (Inner House) 

October roth, 1952 
(Before the Lorp Justice CLERK (Lord THOMSON), 
Lord Mackay, Lord Patrick and Lord MACKINTOSH) 
Estate duty — Disposition inter vivos — Transfer of 
£5,000 to settlement trustees — Investment by trustees 
in shares in controlled company — Whether disposition 
£5,000 or beneficiaries’ rights under: settlement — 
Customs and Inland Revenue Act, 1681, Section 38 (2) 
— Customs and Inland Revenue Act, 1889, Section 
II (г) – Finance Act, 1894, Sections 2 (1) (c), 7 (5) - 
Finance (1909-10) Act, тото, Section 59 (r) – 
Finance Act, 1940, Section 55 — Finance Act, 1946, 
Section 47. 

In 1946 the deceased executed a trust deed for the 
purpose of making provision for his daughter. He 
gave £5,000 to the trustees, and they, in exercise of 
a power to that effect in the investment clause in the 
deed, applied for, and were allotted, 5,000 shares of 
£1 іп а company controlled by the deceased. Under 
the settlement the daughter was entitled to a life 
interest in the trust fund, and there was a gift over 
to her issue, and in default of issue to her sister and 
the latter’s issue. The deed declared that the trust 
fund 'consists of the sum of five thousand pounds 
sterling which is vested in the trustees and which or 
investments representing the samé shall be held and 
applied for the trust purposes after written’. The 


.deceased died in 1948, and at that date the value of 


the 5,000 shares was £9,250. The Inland Revenue 
claimed estate duty on the footing that there had 
been a gift inter vivos by the deceased of an asset 
constituted by the trust fund, and that the value of 
the asset was £9,250. The trustees contended cn the 
other hand, that the subject of the gift was £5,000 
in money, and that the amount to be brought in as 
an asset of the deceased's estate, pursuant to the gift 
inter vivos, was f; 5,000. 

Held, that the amount to be brought in as an asset 
of the estate for estate duty purposes was £9,250. 


Mayfair Circuit (Control) Ltd v. C.I.R. 


In the Court of Appeal 
October 27th, 1952 
(Before Lord Justice SowERvELL, Lord Justice 
JENK1INS and Lord Justice Hopson) 

Excess profits tax — Arrears of tax — Judgment under 
Order XIV — Appeal — Case stated – Tax payable in 
accordance with assessment — Whether procedure in 
Income Тах Act, 1952, applicable — Income Tax Act, 
1918, Section 149 — Finance (No. 2) Act, 1939, 
Section 21, Schedule V, Part Il, paragraph 4 — 
Income Tax Act, 1952, Sections 64 (r0), 529 (5), 531. 

'The appellant was assessed to excess profits tax and 
on appeal to the Special Commissioners the amount 
of the assessment was increased. The appellant 
required a case to be stated for the opinion of the 
High Court. The Inland Revenue issued a writ for the 
increased amount of tax, and applied for leave to sign 
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judgment under Order XIV. Mr Justice Pearson 

made.an order accordingly. In the statement of claim; 
Section 64 of the Income Tax Act, 1952, was relied | 
upon. 

It was contended by the company in the Court of 
Appeal that Section 64 of the Income Tax Act, 1952, 
had not been made applicable to excess profits tax, 
and that therefore the Inland Revenue could not base 
a claim to tax on the procedure contained in that 
section. 

Held, that Section 64 of the Income Tax Act, 1952, 
had been made applicable to excess profits tax by 
Section 531 (ibid.). 





Worth v. C.I.R. | 
In the High Court of Justice (Chancery Division) 
October 9th, 1952 


(Before Mr Justice HARMAN) 


Special contribution ~ Investment income — Rent of 
farm paid by farmer to his wife — Rent paid by farming 
parinership to appellant — Whether income arising to 
appellant — Income Tax Act, 1918, Schedule D, Cases I. 
and II, Rule то — Finance Act, 1938, Sections 47, 
48, 49, 50. 

The appellant carried on farming on a large scale, 
and part of the land used and occupied by him for 
this purpose was a farm owned by trustees of a 
settlement under which his wife was the tenant for 
life. The wife, as the tenant for life, let the farm to the 
appellant at a rent. It was contended on behalf of the 
appellant that Section 49 of the Finance Act, 1948, 
prevented the rent payable to his wife from being 
incladed in his investment income for the purposes 
of the special contribution. The Special Commis- 
sioners decided against the appellant. 

The appellant and his son worked in partnership 
farm which was owned by the appellant, and the latte 
received four-fifths of the profits. The partnershi 
paid a rent to the appellant, and the amount of the 
rent was deducted in computing the profits of the 
partnership for income-tax purposes. It was contended | 
that the rent was exempt from the special contribution 
because it was income arising to the appellant from 
property occupied and used by him for the purposes 
of a trade, and that accordingly, Section 49 (2) of the 
Finance Áct, 1948, applied. On this point the Special 
Commissioners decided in the appellant's favour. 

Held, (1) affirming the decision of the Special 
Commissioners on the first point, that the rent paid 
by the appellant to his wife had to be included in 
the computation of his investment income for the 
purposes of the special contribution; (2) reversing the, 
decision of the Special Commissioners on the second! 
point, that the rent received by the appellant from the 
partaership did not arise to him from property 
occupied and used by him for the purposes of his 
trade, but arose from property occupied and used by* 
the firm for the purposes of the firm's trade, and that 
accordingly, this income was -not ени from the 
special contribution. 
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| NORTHERN 
. SOCIETY OF CHARTERED ACCOUNTANTS 


. DINNER AT NEWCASTLE UPON TYNE 


The Northern Society of Chartered Accountants held 
a dinner at The Royal Station Hotel, Newcastle upon 
Tyne, on Friday, November 14th, 1952, with Mr E. M. 
Robinson, C.B.E., T.D., F.C.4., President of the Society, 


in the chair. The 210 members and guests who attended . 


were received by Mr Robinson and by Mr Т. B. 
Robson, M.B.E., M.A., F.C.A., President of The Institute 
of Chartered Accountants in England and Wales. 

Among the guests were The Rt. Hon. Viscount 
Runciman of Doxford, О.В.Е., A.F.C., M.A., D.C.L., J-P., 
Councillor A. Howell, M.1.MECH.E., M.LE.E., the 
Deputy Lord Mayor of Newcastle, Mr C. I. C. 
Bosanquet, M.A., D.C.L., Rector of King's College, 
Durham University, and 


© Messrs К. Alderdice (Northern Chartered Accountant 
Students! Society); R. S. Amergashie (Northern Chartered 
Accountant Students’ Society); W. Barnes, F.R.I.C.S., F.A.1., 
(Chairman, Northumberlend and Durham Branch, Char- 
tered Auctioneers and Estate Agents); R. Barras, F.C.W.A., 
А.А.С.С.А. (Branch President, Institute of Cost and Works 
Accountants); The Hon. Denis G. Berry (Managing Director, 
Newcastle Chronicle and Fournal Ltd); Mr O. J. Bowes, 
F.R.LC.S. (Chairman, Northumberland and Durham Branch, 
Royal Institution of Chartered Surveyors); His Honour John 
Charlesworth (Chancellor, County Palatine of Durham); Mr 
Douglas A. Clarke, LL.B., F.C.A. (Chairman, London and 
District Sociery of Chartered Accountants). 

Messrs T. Dowell, r.c.4. (Chairman, Cumberland Branch, 
Northern Society of Chartered Accountants); Derek du Pré 
(Editor, ‘The Accountant’); С. N. Fullagar, F.c.a. (President, 
“Liverpool Society of Chartered Accountants); J. H. Grieves, 
A.C.L1. (President, Insurance Institute of Newcastle upon 
Tyne); Colonel N. B. Hert, O.B.E., T.D., D.L., M.A., LL.B., 
F.C.A. (President, Hull, East Yorkshire and Lincolnshire 

ociety of Chartered Accountants); Messrs A. Henderson, 

.C.A. (Chairman, Leeds, Bradford and District Society, 
‘North Yorkshire and South Durham Branch), С: Henderson, 
'A.A.C.C.A.. (President, Northern Counties District Society of 
the Association, of Certified and Corporate Accountants); 
T. Jewitt, F.3.a.A. (President, Newcastle upon Tyne and 
District Society of Incorpcrated Accountants and Auditors); 

| E. A. Kirkness (H.M. Principal Inspector of Taxes). 

Messrs P. S. Layne (President, Newcastle upon Tyne 
Incorporated Law Society), A. S. Maciver, M.C., B.A. 
(Secretary, The Institute of Chartered Accountants in 
England and Wales); Colonel B. Peatfield, 0.B.£., M.C., T.D., 
D.L. (Clerk to the Commissioners of Income Tax); Colonel 
J. С. Raine, M.C., T.D., F.L.B. (Chairman, Newcastle Local 
Centre, Institute of Bankers); Messrs P. Richardson, F.C.1.S. 
(President, North East Coast Association of Chartered 
Secretaries); H. C. Stewart (H.M. Principal Inspector of 
Taxes); H. G. Thomas, (H.M. Principal Inspector of Taxes); 
F. Wilcock, F.1.M.T.A., A.S.A.A. (City Treasurer, Newcastle 
upon Tyne). 

The toast of "The Institute of Chartered Account- 
ts in England and Wales’ was proposed by Viscount 
Runciman who said that in this modern world it was 
"assumed that accountants were those who really held 
у a full share of the power available. 
_ The difference between ordinary men and account- 
“ants, he said, was that whereas accountants dealt with 
complicated results in symbols, the layman dealt in 
concrete objects which vrere not so likely to change in 
size from one year to another -it must indeed be 















' presence here in the guise of 


difficult to deal in something which could change its 
size and shape practically overnight. 


*Local Boy makes Good' 


In the course of his reply to the toast, Mr Robson 
stressed his pleasure at being in Newcastle. 


‘This evening is no small occasion for me’, he said, 
‘perhaps I may be forgiven for the pride I have at my own 
“local boy makes good"? · 

(Laughter and applause.) | 


Magnificent Opportunities for Going Forward 


He continued: 

‘People who do not know us are apt to think of accountants 
as humdrum followers of routine. (Laughter.) What a 
mistake that is, or should bel It is certainly еазу (о rest on 
the oars and let the sluggish current of monotony float the 
boat slowly downstream. This profession of ours cannot 
remain static;.it must go forward or back, (Hear, hear.) 

‘Accountants have magnificent opportunities for going 
forward today — as grand, allowing for the changed fiscal 
conditions which now prevail in Great Britain, as ever faced 
the profession in its youth. (Hear, hear.) For those young 
men of the north who seek adventure elsewhere the oppor-. 
tunities provided by London and overseas experience still 
knock at every young man's door; for those who wish to stay 
in the home base there is still plenty of scope in both the 
practising and industrial sides of the profession. 

‘I am not speaking only of the opportunity to build up a 
practice on what have become the orthodox or recognized 
lines, but refer also to the great possibilities of service in the 
devising and installing of accounting systems, including the 
use of mechanical appliances, the rendering of assistance to 
clients in the provision and usé of accounts for management 
purposes, and the like. (Hear, hear.) 


Develop Other Sides of Work 


*In the past we have tended, often for valid reasons such as 
man-power shortages, to neglect and allow others to seize 
these opportunities which we are well qualified by knowledge 
and training to use for the benefit of our clients and thereby 
in the long run for our own benefit. 

*We might all pay greater attention to developing this 
side of our work instead of leaving it to industrial consul- 
tants, often engineers by training, who are much less capable 
than we are ourselves of advising clients upon matters of 
this kind. We must remember that we are more than audi- 
tors — we are chartered accountants, a term which includes 
the practice of accountancy in all its many phases as well as 
the activities of the auditor. (Applause.) 

*We must look widely and be prepared to help our clients 
at many points; so will we make ourselves more useful to 
them and will sustain and enhance our own reputations and 
that of the Institute for skill and service to the community." 
(Applause). 

Proposing the toast of "The City and County of 
Newcastle upon Tyne’, Dr C. I. C. Bosanquet, Rector 
of King's College, said that they all shared great pride 
in the past of the city and held high hopes for its future. 

Replying, Councillor A. Howell said that the names 
of great men born in Newcastle were known throughout 
the world, and that the city itself played a leading part 
in the world of science, industry and culture. Я 

The toast of ‘The Guests’ was proposed by Mr Е. M. 
Kellett, F.c.A., and Mr E. A. Kirkness responded. 
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INSTITUTE OF 
CHARTERED ACCOUNTANTS OF SCOTLAND , 


LONDON LOCAL COMMITTEE 
Annual Dinner of the Association of Scottish Chartered Accountants in London 


'The thirty-fifth annual dinner of the Association of 
Scottish Chartered Accountants in London was held 
on Monday, November 17th, 1952, at The Savoy 
Hetel, London. About 350 members and guests 
attended, and were received on arrival by Mr T. Lister, 
M.A., C.A., Convener of London Local Committee, 
Institute of Chartered Accountants of Scotland, and 
Ckairman of the Association, who presided. 

Among those present were The Rt. Hon. Baron 
Catto, P.C., C.B.E., Mr John L. Somerville, r.R.s.E., C.A., 
Vice-President, Institute of Chartered Accountants of 
Scotland, Mr T. B. Robson, M.B.E., M.A., F.C.A., 
President, The Institute of Chartered Accountants i in 
England and Wales, Mr C. Percy Barrowcliff, F.s.A.A., 
President, Society of Incorporated Accountants and 
Auditors, the Rt. Hon. Lord Latham, J.P., President, 
be MEE of Certified and Corporate Accountants, 
an 


Sir Alexander Aikman, c.1.z.; Mr Harold Garton Ash, 
О.В.Е., M.C., Е.С.А.; Sir Eric St John Bamford, K.C.B., K.B.E., 
C.M.G. (Chairman, Board of Inland Revenue); Mr H. Beer, 
C.B. (Companies Department, Board of Trade); Sir Ian F. C. 
Bolton, Bart., о.в.Е., D.L., J.P.; The Hon. Stephen Catto; 
Sir William Christie, K.C.I. E., С.5.1., M.C.; Messrs I. A. F. 
Craig, O.B.E., «В.А. (Secretary, Society. of Incorporated 

. Accountants and Auditors); W. F. Cresswell (Senior Official 
Receiver in Bankruptcy); Sir William Currie, B.A., С.В.Е. 

Sir William S. Douglas, G.C.B., к.в.Е.; Mr Derek du Pré 
(Editor, ‘The Accountant’); Sir Harold Howitt, G.B.E., 
D.S.0., M.C., Е.С.А.; Messrs C. I. R. Hutton, c.a. (Past 
Chairman ој the Association); H. G. Judd, с.в.к., c.a. (Past 
Chairman of the Association); J. C. Latham, D.L., F.4.C.C.A., 
F.S.A.A. (Director and Secretary, Association of Certijied and 
Corporate Accountants); E. H. V. McDougall (Secretary, 
Institute of Chartered Accountants of Scotland); A. 5. 
Maciver, M.C., B.A. (Secretary, Institute of Chartered 
Accountants in "England and Wales); Brian Manning, D.L., 
J.P., F.C.4.; Sir John Morison. 

Mr Charles Кад, р.5.0., M.A., С.А.; Sir William Rook; 
Rev Doctor R. F. V. Scott, р.р. Sir John Wardlaw- 
Milne, K.B.E. Е : 

History of the Institute 


'The toast of "The Institute of Chartered Account- 
ants of Scotland’ was proposed by Lord Catto, who, 
having referred briefly to the report of the Committee 
on Scottish Financial and Trade Statistics, outlined 
the history of the Institute. 


"The first Charter was granted to sixty-one accountants 
in Edinburgh in 1854. In 1855 a similar Charter was granted 
to the Institute of Accountants and Actuaries in Glasgow, 
and in 1867 a Charter was granted to the Society of Account- 
ants in Aberdeen. As an Aberdeenshire man, I am glad that 
Aberdeen asserted itself — even although lagging scmewhat 
behind Edinburgh and Glasgow. (Laughter.) 

“The three Societies were amalgamated by a supplemen- 
tary Charter, granted in 1951, to form “The Inscitute of 
Chartered Accountants of Scotland.” I am glad to note 
there is special significance in the use of the word ‘of’ in 
the title of the Institute instead of ‘in Scotland’ for this 
embraces Scottish chartered accountants not only in 
Scotland but also south of the border and indeed all over 
the world.’ 


Lord Catto concluded with a few words on ‘the 
difficult economic position of our country.’ 

Responding to the toast, Mr Somerville expressed 
regret that their President, Sir David Allan Hay, was 
unable to be present owing to illness, but he was glad 
to ће able to say that Sir David was making good | 
progress. (Applause.) 

Speaking of the Committee on Scottish Financial 
and 'Trade Statistics, Mr Somerville said: 

‘I am wondering, if they had assessed the invisible value 
of our exports, if they would have found that we chartered 
accountants who had remained in Scotland would have 
been looked upon as export rejects!’ (Laughter. . ~. 





Father of the Institute 
Mr Somerville continued: 

‘I would like to congratulate the London Association on 
beirg the first body of accountants of all branches of 
Sco:tish accountants to come together. Edinburgh, Glasgow 

and Aberdeen all came together in the London Association, 
and this can be looked upon as being the father of the 
Institute. (Applause.) ^ 

Mr Somerville said that the Institute was functioning 
well and smoothly. It was hoped, he added, to celebrate 
the Institute's centenary in 1954, and that an inaugural 
dinner would be héld in Glasgow on February 4th, 
1953. . ` 

: The Association's Affairs 
The toast of ‘Our Guests’ was proposed by the 
Chairman, who spoke of the affairs of the Association. 

‘Since our last annual dinner, which was held soon afte: 

the amalgamation of the three Scottish bodies of chartered! 
accountants, the ‘membership of the Association has been 
enlarged to include all members of the Scottish Institute 
resident or practising in England and Wales. ... 
· “The Council of the Institute set up a London Local 
Committee, which includes all the members of the Com- 
mittee of tae Association, and the Local Committee now 
makes arrangements for lectures and tutorial classes for 
apprentices and also undertakes the conduct of the examina- 
tions in London, ‘for the examining board. . 

‘The Local Committee has been giving some thought to 
the needs of the members engaged in industry, commerce 
and the civil service. An informal committee representative 
of -hese members has met and has arranged a discussion. .. . 

‘We shall try to make arrangements also to bring together 
members in industry and commerce in and around Birming- 
ham and Manchester. (Applause.) 

Mr Lisier then gave details of the activities of the 
Scottish Chartered Accountants in London Golf Club, 
and presented, amid applause, the Past President’ 
сааш Сир to Mr Ernest Е. Milne, C.A., and the 

Bogey Challenge.Cup to Mr Milne and Mr J. H. 
Robertson, M.M., C.A., who had tied. The Chairman 6 
then extended a hearty welcome to the guests. ^ 

Mr T. B. Robson responded to the toast, causing’ 
much amusement by relating the various titles with 
which he had been introduced during his recent visit 
to North America. 
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NOTES AND NOTICES 


> The Institute of Chartered Accountants in 
P^ England and Wales 


The following is a list of Associates elected to Fellow- 
ship and applicants edmitted to membership at the 
Council meeting held on November sth, 1952, who 
completed their Fellowsaip or Membership before 
November 18th, 1952. 


2 


Associates elected Fellows 


Brandes, Henry; 1947, A.C.A.; (*Brandes & Turk), 3-4 
Clement’s Inn, Strand, London, WCz. 

Branson, Clement Roy; 1919, A.C.A.; (*Hart, Moss, Copley 
& Co), 22 Moorgate Street, Rotherham and at Barnsley. 

Carew-Jones, Graham, M.B.E.; 1938, A.C.A.; (Josolyne, 
Miles & Co), 28 King Street, Cheapside, London, ЕС2, 
and at Manchester and Paris. 

Digby-Jones, Charles Thomas, В.А.; 1939, A.C.A.; (*Smith 
& Williamson), Cunard House, 88 Leadenhall Street, 
London, EC3, and at Glasgow. у 

Dixon, Frank Robert; 1947, A.C.A; (*Alfred С. Deacon 
& Co), National Chambers, 4 Horsefair Street, Leicester; 
also at London (Alfred G. Deacon & Co). 

Drinkwater, Harold; 1928, A.C.A.; Grosvenor Chambers, 
16 Deansgate, Manchester, 3. 

Ecclestone, Frederick James; 1926, A.C.A.; (Frederick J. 
Ecclestone & Co), 68 Pall Mall, London, SWr. 

Edwards, John Christian Sutherland; 1931, A.C.A.; 54 
Rivermead Court, Hurlingham, London, SW6; also at 
223 Vauxhall Bridge Road, London, SW1, and at Croydon; 
(*Henry C. Trew & Co). : 

Evans, William Norman Dudley; 1933, A.C.A.; (Edward 
Stokes & Co), Queens College Chambers, Paradise Street, 
Birmingham, 1, and zt Cannock and Sutton Coldfield. 

Hacking, James; 1939, A.C.A.; (Hacking, Hargreaves & 
Co), 5 Great John Street, Lancaster, and at Preston. 

Harrower, James Stephen; 1938, A.C.A.; (*Thomson 
McLintock & Со), 57 King Street, Manchester, 2. 

Morse, Lionel Dudley; 1933, A.C.A.; (Broads, Paterson & 
Co) and (*Arthur Young & Co), 1 Copthall . Close, 
Moorgate, London, EC2, (for other towns see Broads, 

| Paterson & Co and *Arthur Young & Co). 


4 


Murray, Harold; 1931, A.C.A.; (Thomas Bowden, Sons & 
Nephew), 42 Mosley Street, Newcastle upon Tyne, 1, 
>“ and at Hexham. : 
Newbald, Edward Ernest, M.C.; 1935, A.C.A.; (Tingle, 
| . Comber & Co) and (J. H. Hugill & Co), Warnford Court, 
Throgmorton Street, London, EC2; also at Waltham 
Cross (Tingle, Comber & Со). - 
Owen, Peter Henry; 1947, А.С.А.; (*Owen, Rothwell & 
Co), Stafford Chambers, 14 Brown Street, Manchester, 
2, and at Salford. " 
Pinnock, Joseph Brown; 1938, A.C.A.; (McPherson, 
“Timmins & Ednie), 7 St Paul's Square, Bedford. 
Rogers, John Frederick Stevens; 1937, А.С.А.; (Broads, 
Paterson & Co) and /*Arthur Young & Co), 1 Copthall 
Close, Moorgate, Londan, EC2; (for other towns see 
Broads, Paterson & Co and *Arthur Young & Co). 
Royle, Albert; 1917, A.C.A; (Broads, Paterson & Co) and 
(*Arthur Young & Co), 1 Copthall Close, Moorgate, 


* placed against a Firm Name signifies that the Firm is not 
exclusively composed oz members of the Institute. 









56 VICTORIA STREET, LONDON, S.W.l 


OF WORKS, 





JOHN FOORD & COMPANY 
VALUERS AND ASSESSORS 


FACTORIES, Etc. 


London, ЕС2; (for other towns see Broads, Paterson & 
Co and *Arthur Young & Co). 

Simon, Anthony Percival Warwick, T.D; 1939, А.С.А.; 
(Leslie B. Prince, Simon & Co), Palmerston House 
Bishopsgate, London, ЕС2. . 

Sole, Dennis George; 1939, A.C.A.; (Callingham, Brown 
& Co), Balfour House, 119-125 Finsbury Pavement, 
London, ЕС2. 

Stevenson, Gilbert Harvey; 1926, A.C.A.; (*Evans, Peirson 
& Co), Portland House, 73 Basinghall Street, London, 
EC2. 

Stewart, Leslie Howard; 1931, A.C.A.; (Grundy, Middleton 
& Co) and (Henry Steele & Co), Fountain House, 81 
Fountain Street, Manchester, 2; also at Bury (Horsfield 

, & Smith) and at St Helens (Stanley Marsh & Со). 

Talbot, John Eric; 1931, A.C.A.; (*Barton, Mayhew & Со), 
Alderman’s House, Bishopsgate, London, ECa2. 

Tate, David George; 1946, А.С.А.; (Geo. Little, Sebire 
& Co), Alban House, 13 St Peters Street, St Albans, 
Herts, and at Edmonton and London. 

Thompson, Herbert Scott; 1931, A.C.A.; (Scott Thompson 
& Co), St Stephen's Chambers, 'lelegraph Street, 
Moorgate, London, EC2. 


Admitted as Associate (Not in Practice) 
Salómon, Rupert Neville, with Francis Nicholls, White & 
Co, Barclays Bank Buildings, 73 Cheapside, London, ЕС2. 


Personal . 


Messrs A. F. Fercuson & Co announce that the 
partners have decided upon a rearrangement of their 
practice in India and Pakistan as from November 185, 
1952. Messrs R. С. CHAPMAN, B.A., Е.С.А., А. 
McLaren, C.A, and J. P. Bray, R.D., A.C.A., have 
retired from the firm as from October 31st, 1952, and 
taken over the Pakistan practice, which will be carried 
on at the old addresses in Karachi, Lahore and 
Rawalpindi under the name of A. F. FERGUSON & Co. 
The remaining partners will carry on the Indian 
practice at Bombay and Delhi, and as from November 
Ist, 1952, have admitted to partnership Messrs J. 
ANDERSON, C.A., J. L. BHATIA, A.C.A, and R. C. 
KHANNA, B.COM., A.C.A., who have been members of 
their staff for some years. . 

Messrs WENTWORTH PRICE, Сар5ву & Co, of 
8 Windsor Place, Cardiff, announce with regret the 
death on November 5th, of their senior partner 
Mr Leonarp W. C. PATERSON, F.S.A.A. The practice 
will be carried on by the remaining partners. 

Messrs Morris, Grecory & Co, Chartered 
Accountants, of 3 York Street, Manchester, 2, and of 
Macclesfield, Oldham and Widnes, announce that 
they have taken into partnership Mr Joun V. 
HANSFORD, A.C.A., who has been with the firm since 
1932. The style of the firm remains unchanged. 


Telephone: Victoria 2002 (3 lines) 
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Obituary 
LEONARD WALTER CLAUDE PATERSON, F.S.A.A. 


` We have learned with regret of the death on November 
5th, at the age of 75, of Mr L. W. C. Paterson, Е.5.А.А., 
senior partner in the firm of Wentworth Price, 
Gadsby & Co, of Cardiff. 

Mr Paterson was admitted a member of the Society 
of Incorporated Accountants and Auditors in 1910, 
and had been connected with Wentworth Price, 
Gadsby &.Co fer over fifty years, being a partner 
for upwards of thirty years. 

Although taking no prominent part in public life, 
he had, by his integrity, wise counsel and sound 
judgment, become the friend and adviser of a large 
circle of business people, amongst whom he will 
be greatly missed. 


The Society of Incorporated Accountants and 
Auditors 


REGISTRATION OF ByE-Law CANDIDATES 


The Society of Incorporated Accountants and 
Auditors has issued the following announcement 
which is important to accountancy clerks and students 
who contemplate seeking admission to the Incor- 
porated Accountants’ examinations as candidates 
under ‘the specia: provisions of Bye-law 10 of the 
Society’s bye-laws: 


As from July rst. 1953, a candidate who decides to seek 
admission to the exeminations under Bye-law 10 must make 
application to the Society for registration as a bye-law 
candidate. An application for registration will not be 
accepted untii*the candidate has reached the age of 17$ 
years and has passed or obtained exemption from the 
Preliminary examination. . 

Registration by itself will not give an automatic right of 
admission to the examinations, and a bye-law candidate 
will not be permitted to sit for the examinations until he 
has completed the following periods of continuous and 
approved practical training since the date of registration: 


Intermediate 3 years. 
Final: Part I . 5 years. 
Part H or Parta I and II together 6 years. 


In the case of graduates of any of the recognized univer- 
sities in the United Kingdom, Northern Ireland and Eire, 
the Council may at из discretion reduce the training periods 
specified above by not more than two years. 

An application for registration as a bye-law. cancidate 
must be accompanied by a certificate of service from the 
employer stating the duration of the applicant's service and 
the nature of his duties. 

Subsequent applications to sit for the Intermediate and 
Final examinations must also be accompanied by certificates 
of service from the employer which. Should include the 
duration of service, nature of experience to date, and 
confirmation that the application has the employer's support. 

A bye-law cand date will be required to notify the 
Society of every change in employment during his qualifying 
service. Continuance of registration will be dependent upon 
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the Council being satisfied that the candidate is receiving 
training in accordance with the requirements of the Society, 
and any candidate may apply to the Society in order to 
assure himself in advance that any proposed change in 
employment will not affect registration. 

Accountanzy clerks who wish to proceed to the Society's 
examinations but who have not as yet either sat for or 
made application for exemption from the Preliminary 
examination are advised to do so before July Ist, 1953. 
Failure to do so will nullify any previous service in the 
profession fcr the purpose of calculating the six years' 
service required under the bye-laws. 


London and District Society of Chartered 
Accountants 
'The second lecture in the series 'An approach to 
management accounting’ will be given at 6.30 p.m. 
on ‘Tuesday next in the Oak Hall of the Institute, 
by Mr L. W. Robson, Е.С.А., F.C.W.A., on ‘Business 
organization and accounting structure’. 
London Discussion Groups 


Мозтн Lonpon Discussion Group 


te 


' The group held its first meeting on October 16th to 


decide its constitution and the nature of its future 
activities. | 

The first discussion meeting was held on Thursday, 
November :3th, the subject being ‘Standard profits 
for excess profits levy’. Points of interest were 
raised by the discussion leader and other members, 
and a general discussion followed. The next meeting 
will be on Thursday, December 11th, when ‘Hotel 
accounting’ will be discussed. 

The hon. secretary of the Group is Mr J. G. 
Shepherd, A.C.A., 8 Frederick’s Place, Old Jewry, ЕС2. 


~ 


‘THE 1949 GROUP’ 

"The 1949 Group’, opened, its 1952-53 ‘session with 
an irformal dinner on Tuesday, October 14th, when _ 
Mr H. Garton Ash, 0.B.E., M.C., Е.С.А., and Mr D. V. 
House, F.C.A., were guests. Mr Garton Ash gave a 
short synopsis of his views on the profession in 
general and the place of the non-practising account- 
ant within it. 

The thirty-first meeting of the Group was held on 
Thursday, November 13th, when the following 
subjects were discussed: ‘Disclosure of non-distri- 
bution relief’; ‘Professional discipline for the non- 
practising accountant’; and “The “pros” & “cons” of 
shares of no par value’. 

Ferther meetings of the Group have been arranged 
for December oth, 1952, January 14th, February 12th, 


March 10th, April 15th, and May 14, 1953. The 


Group, which has a limited membership, regrets that 
it is unable to invite visitors to its meetings owing to 
restrictions of numbers and space. 


MOTOR —— FIRE —— CONSEQUENTIAL LOSS 


MOTOR UNION 


10 ST JAMES'S STREET, LONDON, 
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THE RETAIL PRICE INDEX 


Y their very nature, statistics are soulless things. The 
B moreover, must be more concerned with averages 

and aggregates than with individuals. Little wonder, 
therefore, that the individual feels his experiences to be different 
from those of the run of his fellows. In no sphere is this difference 
more apparent than in the public's reactions to indices of the cost 
of living or of retail prices. 

In a lecture to the Association of Incorporated Statisticians on 
Friday of last week, Professor R. G. D. ALLEN, 0.B.£., a member of 
the Cost of Living Advisory Committee commented that although 
most countries have an official index of retail prices or cost of living, 
this did not necessarily mean that they were vital, or indeed, even 
useful. During the course of a most penetrating address he dealt 
with a number of basic questions on the subject, with particular 
reference to the index which is operated in this country. It would 
seem opportune therefore to review briefly the position in the 
United Kingdom since the Interim Index of Retail Prices was 
introduced in June 1947. 

In order that no impression should exist that the standard of 
living implied by the items and services forming part of the new 
index is an adequate or satisfactory one, this new index was 
related to retail prices. The man in the street was not wholly 
satisfied, however, and for all practical purposes (amongst them 
the variation of wage-rates), this index has been regarded as 
equivalent to a cost-of-living index. And, of course, this is also 
sound. As the Report on the Working of the Interim Index of Retail 
Prices! suggests, this index is a device for measuring the costs at 
different dates of a fixed ‘basket’ of goods and services. But this 
basket was not chosen haphazardly. It was selected by a study of 


_.the information recorded in the comprehensive series of family 


budgets collected in 1937-38. It has, in fact, measured changes in | 
prices compared with the level of prices ruling in June 1947, for 
a collection of goods and services typical of those being purchased 
by working-class consumers shortly before the last war. | 
As its title shows, the index of retail prices was never intended 
to be used for a lengthy period. In its compilation, allowance is 
made for a few changes in the pattern of working-class consump- 
tion known to have taken place between 1938 and 1947. Even so, 
it has been subject to criticism on the grounds that it is still too 
heavily tied to the pre-war pattern of consumption. Individuals 
easily get the impression that changes in the cost of buying their 
own particular ‘basket’ of goods and services have been more rapid 
and more pronounced than the official index shows. These views 
were pressed upon the MINISTER OF LABOUR with the result that 
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the subject was referred by him to the Cost of 
Living Advisory Committee. In June 1951, this 
body recommended that a new full-scale budget 
inquiry should be held to provide information for 
an up-to-date weighting basis for a new index. 
This recommendation was accepted and plans for 
this inquiry are going forward. Meanwhile the 
Cost of Living Advisory Committee has sub- 
mitted the further report (already mentioned), 
which examines the working of the interim index. 


A considerable portion of this report is devoted 
to a consideration of the weighting basis of the 
index. It is agreed that substantial changes have 
taken place in the spending habits of working- 
class households. Some of these had been, as we 
have seen, allowed for when the interim index was 
set up. For the rest, the changes are believed to 
be such that a currently weighted index would 
give a slightly lower result than the published 
figures. It is accepted, however, that there may 
have been hidden price increases brought about 
by a lowering of the quality of goods and services. 
These changes have not proved capable of 
measurement although it may be recalled that in 
1949 when the food and drink index was reduced 
slightly on account of some increase in the 
strength of beer, there were loud criticisms from 
sections of the Press. 

On the whole, it seems that the impressionistic 
view taken by the public, which has led them to 
conclude that the index still understates the rise 
in prices since 1947, is not substantiated by the 
facts. In general, price increases attract much 
more attention than do decreases (of which there 
have been a few from time to time), and in any 
case the prices of foodstuffs sold for a short 
+ season only or those which have seasonal varia- 
tions, cannot readily be followed and compared 
by the public. Moreover, few people purchase the 
identical ‘basket’ of goods and services which is 
typical or average for their class. This is illus- 
trated by a comment made by the Committee on 
rents. It points out that rents of houses which came 
into first occupation after mid-1947 are excluded 
and these rents are high, relative to included rents. 

"There appears some justification therefore for 
the statement on the part of the Committee that: 


. ‘there are no grounds for believing that up to the 
present the "all items" index figure has neither 
overstated or understated the rise in the level of 
retail prices since 1947’. 
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The slight underestimation referred to earlier is 
offset by the higher rents of new houses. The. 
Committee goes on to say that this situation might , 
not continue in the future. Accordingly, they. 


recommend certain modifications in the structure 
of the interim index. The most important of these 


changes concerns the weights used. From esti- : 


mates of personal expenditure given in the 
national income and expenditure White Papers it 
has been possible to make an assessment of the 
pattern of consumption in 1950 and revalue this 
at January 1952 prices. As before, these weights 
add up to 1,000. The more important changes, as 
compared with existing weights, are in the food 
group, the weight of which is increased from 
348 to 399, and in the drink and tobacco group. 


This had a weight of 217 but the group has now | | 


been divided, drink being given a weight of 78 
and tobacco go. In addition, there are a few 
changes in the list of items included; perhaps the 
most important of which is the inclusion of rents 
for new houses. These changes were put into 
operation in the February index. On the old bases 
the January 15th index was 132. On the revised 
basis, that for February 12th worked out at 132°6 
and was therefore quoted. as 133. By July the 
index had risen to 138, partly on account of the 


removal of food subsidies. During August and ~ 


September there was a one point fall but the 
full operation of the cut in subsidies brought back 
the index to 138 in October. 

Many of the foregoing points were made by 
Professor ALLEN, who commented, however, that 
in common with most price indices which follow 
the Laspéyres formula, i.e. fixed weights which 
relate to the base period, the Interim Index of 
Retail Prices tends to have an upward bias. This 
is because the keen shopper (and who is not a 
keen shopper these days?) tends to buy the goods 
which are relatively cheap. He or she thus moves 
away from the pattern set in the index to a some- 
what less expensive one. The efficient shopper can 
therefore, as the Professor pointed out, ‘beat’ the 
index. 

Organized labour has also shown a tendency 
recently to ‘beat’ the index but not on such good 
grourids. Wage claims have been put forward 
to counteract price increases due to budget- 


-ary action. These increases had however already ^ 
been offset, for most people at any rate, by the tax ` 


changes proposed i in the Budget. - 





! 
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THE FINANCE ACT, 1952 XXI 
EXCESS PROFITS LEVY (CONTINUED) 


Minimum Standard . 

ROFIT is cornputed on excess profits levy 
не which will be examined later. 
Directors’ remuneration is dealt with on 
the same principles as profits tax so that com- 
panies not ‘director-controlled’ can deduct all 
remuneration, provided it is reasonable and 
necessary. Other corapanies can deduct £2,500 or 
more, according to the circumstances, so that the 
one-man company has an effective minimum 

standard of at least £7,500. 
In relation to the minimum standard, the 


" discrimination against director-controlled com- 


panies is particularly objectionable. It apparently 
assumes that whenever directors hold 51 per 
cent or more of the shares, whether beneficially 
or as trustees for other persons, they will 
automatically enrich themselves at the expense of 
the beneficiaries and their fellow shareholders by 
taking excessive remuneration. 

Fluctuations in capital or borrowed money 
and over- and under-distributions do not affect 
the minimum standard. 


Limitation of Minimum Standard 
The proviso to Section 41 (1) withholds the 
minimum standard from a company formed 
after 1951 if it was under common control with 
another company at any time during the charge- 
able accounting period. This prevents a company 


` from hiving-off parts of its business to subsidiaries 


formed for the purpose in order to multiply the 
minimum standards available. The proviso may 
induce a brisk demand for moribund companies 
formed before 1952. but of course there are 
specific anti-avoidance provisions to be con- 
sidered, which will be discussed later. 

Section 66 (x) defines ‘control’ with words 
taken from Section 333 (1) of the Income Tax 


"Асе, 1952 (in relation to sales of plant etc. between 


associated persons) but omitting the reference to 
partnerships. Two companies are under common 
control if one controls the other or a third ‘person’ 
controls them both. ‘Person’ includes a body of 


. persons, corporate or incorporate (Interpreta- 


tion Act, 1889, Section 19) and also includes 
‘persons’ in the plural (Section 1). The statutory 


definition of control, given above, apparently does 
not apply to the determination of the question 
whether the directors of a company have a 
‘controlling interest’ therein; for this purpose the 
existing case law will continue to apply. 


Apportionment of Minimum Standard 
Where two or more companies are formed after 
1951 and are prevented from obtaining the 
minimum standard owing to being in common 
control at some time during their respective 
chargeable accounting periods, they can jointly 
elect to have a single minimum standard appor- 
tioned among them (Section 41 (2)) None of 
them must be under common control with some 
other company at any time during its chargeable 
accounting period, and each of them must be 
carrying on business, in the extended, excess 
profits levy sense, throughout the period. 

'This last requirement is not an onerous one 
since if a company stops trading in the ordinary 
sense, the holding of investments by it as its main 
or sole activity will still constitute a business for 
excess profits levy purposes. As already explained, 
all ‘businesses’ carried on by the same company 
are treated as one single business (Section 37 (3)). 

“The actual apportionment is left to the 
Inland Revenue, subject to appeal to the Special 
Commissioners. 'T'he determination of the Special 
Commissioners will bind not only the appellant 
company itself but also the other participants in 
the apportioned minimum standard. Conse- 
quently these latter can appear and be heard at 
the appeal (Section 41 (4)). In so far as their 
existence is known they must be notified by the 
Special Commissioners that an appeal has been 
made (S.I. 1952, No. 1844, paragraph 8 (2)). 


Apportioned Minimum Standards: Periods 
not Coterminous | 
The election for apportionment must be for 
chargeable accounting periods which ‘correspond 
to one another.’ Section 41 (3) provides, not 
unreasonably, that a period that is coterminous 
with, or falls entirely within, another period, 
corresponds to that other period. More compli- 


cated cases are left to the Inland Revenue’s 
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discretion; they can alter the periods as they 
think fit. There is no provision for appeal but 
no doubt the taxpayer could raise the matter on 
an appeal against the apportionment itself, as 
dealt with above. He is in a difficult position, 
however, since until the Revenue have determined 
the corresponding periods, the taxpayer may not 
know whether an apportioned minimum standard 
is advantageous or not. 


Pre-1947 Business: Standard Years 


For a company whose business commenced on 
or before January 151, 1947, the normal standard 
is half the profits of two calendar years to be 
chosen by it from 1947, 1948 and 1949. If the 
main part of its business was carried on, on 
January 156, 1952, in territory which the Japanese 
occupied at any time during the years 1942 to 
1945 inclusive, the company can also choose the 
two years 1949 and 1950 (Section 38 (1) (5)). It 
cannot choose 1950 in conjunction with 1947 or 
1948. The concession recognizes the difficulties 
of some rubber estates in Malaya, but is not 
coafined to those. 


Example 12 . А £ 


Year ended September 30th, 1947 6,000 
Year ended September 30th, 1948 8,000 
Year ended September 30th, 1949 10,000 
Year ended September 3oth, 1950 ~ 12,000 
Year ended September 30th, 1951 ia +. 10,000 
1947 (o/12ths of £6,000)+(3/raths of £8,000) .. 6,500 
1948 (9/1215 of £,8,000) + (3/12ths of £10,000) . . 8,500 
1949 (9/raths of £10,000)--(3/12ths of £12,000) . 10,500 
1950 (9/12ths of £12,000)+(3/1aths of 410,000) 11,500 


If the company was mainly operating in (say) Malaya on 
January 151, 1952, its best years are clearly 1949 and 1950 


(410,500-+ £11,500, n, ооо), If not, its best standard 


2 
(£8,500-+ £10,500 
2 





years are 1948 and 1949 = £9,500. 


Where the chargeable accounting period is less than 
twelve months, the figures of £11,000 and £9,500, as 
adjusted for changed share capital, borrowed money, and 
under- or over-distributions, would be reduced propor- 
tionately. 

These adjustments will be discussed later. It may be that 
their effect will be such as to make some other choice of 
Standard years more advantageous even though these show 
smaller profits. 


Standard Years: Apportionment of 
Accounting Periods 
It was assumed in Example 12 that the profits for 
the accounting years ended September 3oth 
would be apportioned on a time basis, in accord- 
ance with Section 45 (3). However, as indicated 
lest week, the subsection empowers the Inland 
Revenue to adopt a different basis at their 
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discretion having regard to special circumstances. 
Where neither the beginning nor the end of a 


standard period of two consecutive years coincides | 


with the end of an ‘accounting period’ the profits - 


of the two accounting periods straddling the 
beginning and the end of the standard period 
have each to be apportioned, as in Example 12. 
Now it may be that in that example there were 
‘sufficient accounts’ for the broken period of 
nine months ended September 30th, 1948, the 
standard period being 1948 and 1949. If those 
sufficient accounts showed a profit of only £4,000, 
instead of the £6,000 arrived at on а time basis, 
the Inland Revenue might exercise their discretion 
to substitute £4,000 for £6,000, thus in effect 
reducing the standard profit by £1,000, or one- 


half of the difference. However, they must not . 


do that unless both 


(a) there are also ‘sufficient accounts’ for the 
other broken period, namely the three 
‘months ended December 31st, 1949; and 

(b) both sets of ‘sufficient accounts’ were 
‘drawn up’ before the end of 1951 (Section 


45 (4)). | 

Where the standard period is not a consecutive 
one, i.e. where it consists of 1947 and 1949, the 
restriction on the Revenue’s powers mentioned 
above applies to each of the two standard years 
separately. 

When this restriction was first drafted, there 
was no indication of what was meant by ‘sufficient 
accounts’. Now, by Section 45 (6), accounts are 
not sufficient unless ‘the books’ have been 
balanced and stock (if any) taken, at the beginning 
and at the end of the broken period. Thus, theo- 
retically, the Revenue could treat ‘insufficient’ 
accounts as a special circumstance where they 
could not so treat ‘sufficient accounts’, if they 
thought that they could collect more tax thereby, 
buz this would certainly not be justified morally. 

Where sufficient accounts exist and Section 
45 (5) is complied with, the company itself can 
claim an apportionment by reference to the 
accounts of the broken periods. The restrictions 
in Section 45 (5), therefore, cut both ways. In 
particular, it is not open to companies to start 
dissecting their books now in order to arrive at 
the actual profit of a broken period in the standard 
years, with a view to increasing standard profit. 


(To be continued.) 
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TAXATION OF PAYMENTS TO 


DEPARTING EMPLOYEES 


by SPENCER G. MAURICE l 


HE object of this article is to consider 
| what is the liability. to income-tax in 
respect of, first, pensions schemes for 
employees, and, secondly, capital sums paid to 
employees, whether in lieu of pensions or as 
compensation for loss of office, or in return for 
restrictive covenants.! А 
Special provisions as to pensions and pension 
schemes are contained in Part XVII of the 
Income Tax Act, 1952; Part XVII being divided 
into two chapters, the first of which is entitled 
‘Pensions, etc., Generally, and the second 
< ‘Pension Rights of Directors and Employees’. 
Section 379 in Chapter I and Section 387 in 
Chapter Il are both concerned with pension 
schemes which enjoy relief from taxation, and 
the reason for the lack of integration between the 
two sections becomes more apparent when it is 
remembered that Section 379 is derived from 
Section 32 of the Finance Act, 1921, while Sec- 
tion 387 is derived from Section 20 of the 
Finance Act, 1947; Section 19 of that Act was 
aimed against the dispersal, amongst the senior 
Officers of companies, of profits which would 
^ otherwise be taxable, and Section 20 exempted 
from charge.to.tax certain pension schemes 
which would otherwise have been caught under 
=: Section тд. Section 379 is concerned only with 
schemes for the benefit of employees. A director 
can only benefit, iz he can benefit at all — and if 
he is a controlling director he cannot — under 
Section 387. 
| ‘The Ordinary Еше 
- The ordinary rule is to be found in Section 376 of 
the Act and is that a pension paid to a former 
employee or to a dependant of his, is to be treated 
in his hands as ircome chargeable to tax under 
Schedule E (or Schedule D, Case V, if the person 
who pays the pension is outside the United 
Kingdom). This is so even though the pension 
is paid voluntarily or is capable of being discon- 
tinued. But it is to be observed that any pension 
comes within the meaning of ‘earned income’ in 
Section 525 (1) (a) so as to rank for earned income 
relief under Seczon 211 (1) as amended by 
Section 14 (5) of the Finance Act, 1952. 
x . Furthermore, if the employee contributes to 





^ 1 Ап invaluable table showing the tax position of retire- 
ment benefit in relation to Schedule E is given in Simon’s 
Income Tax, Vol. 3, rages 54 and 55. 


the fund, he may be entitled to relief under 
Section 219 (which is concerned with insurances 
made after June 22nd, 1916), or under Section . 
225 (which is concerned with insurances made 
on or before June 22nd, 1916), on the basis that 
his contributions amount to payments towards 
an individual policy of assurance; the relief 


_ obtainable under Sections 219 and 225 is limited 


by the provisions of Section 226. Since payments 
by way of pension are in the nature of an annuity, 
tax on them is properly deductible under Sec- 
tion 169 or Section 170 of the Act, but the Com- 
missioners of Inland Revenue recognize and 
accept the more usual practice of making the 
deductions under Section 157 as if the payments 
were wages. | | 

The employer (whether or not a corporate 
body) who pays a pension to an employee who 
has retired, is entitled to treat the payments 
which he makes as a business expense and 
therefore deductible in computing profits. The 
ground for this is that the employer by paying 
pensions attracts employees who will be likely 
to give him good and faithful service, so that the 
ability to earn profits is increased: it is therefore 
an expense wholly and exclusively incurred for 
the purposes of the trade. 


The Approved Fund 

An exception from the ordinary rule is found in 
the case where a pensions scheme is an approved 
superannuation fund within the meaning of 
Section 379. In this case its income derived 
from investments or deposits is exempt from tax. 
Moreover, sums paid into such a fund by an 
employer, and any ‘ordinary annual contribu- 
tion’ (but not any other contributions) paid 
into it by an employee, are allowable deductions 
in computing profits or gains for the purpose of 
an assessment under Case I or Case II of 
Schedule D, or under Schedule E, as the case 
may be. 

The definition of ‘ordinary annual contribu- 
tion' is an annual contribution of a fixed amount 
or an annual contribution calculated on some 
definite basis by reference to the earnings, con- 
tributions or number of the members of the fund. 
(See regulation 5 of the regulations made by the 
Commissioners of Inland Revenue for carrying 
the purpose of the section into effect — S.R. & O. 
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1921, No. 1699, as amended by S.R: & O. 1931, 
No. 638 (made under Section 32 of the Finance 
Act, 1921, the predecessor of Section 379: see 
new subsections (4) and (5) of Section 379).) 
Where a contribution of an employer is not an 
ordinary annual contribution, the Commissioners 
may direct it to be treated as an expense spread 
over a number of years, instead of wholly as-an 
expense of the year in which it is actually paid into 
the fund. It is provided that no allowance shall be 
made under thé section on account of any pay- 
ments in respect of which relief can be given 
under Section 219, or under Section 225. Further- 
more, it appears from British Insulated and Helsby 
Cables Тлаго. Atherton (5 A.T.C. 47; то T.C. 155; 
[1926] A.C. 205), that where an employer pays a 
lump sum to form the nucleus of a pension fund 
that sum will not be deductible by the employer 
in computing his profits and gains. The reason 
for this is considered below. 
Payments out of the fund are chargeable to 
tax, though, as in the case where there is no 
scheme, eligible for earned income relief. Since 
such payments are in the nature of annuities 
not paid out of profits or gains already taxed, 
. income-tax on them would normally be deducted 
and accounted for under the Income Tax Act, 1952, 
Section 170, but it is provided that the Commis- 
sioners of Inland Revenue may direct them to 
be assessed and charged on the annuitant under 
Schedule E, so that they are in practice subject 
to the P.A.Y.E. system provided for by Sec- 
tion 157. 

When a Fund will be Approved 
Subsection (3) of Section 379 sets out the 
circumstances in which the Commissioners of 
Inland Revenue shall approve a superannuation 
fund. It is necessary to make only two comments 
on the provisions of the subsection. In the first 
place, the requirement in subsection (d) that the 
fund shall be reorganized by both the employer 
and the employee is satisfied if both pay contribu- 


tions; if only the employer pays, the employee 


mus: actively signify his recognition of it. 
In the second place, the: Commissioners of 
Inland Revenue have, by regulation 8 of the 
regulations referred to above, made rules with 
regard to the repayment of contributions to an 
employee during his lifetime and the payment 
of a lump sum in commutation of or in lieu of an 
annuity payable under a scheme. In such a case 
income-tax on the amount repaid or paid must 
be paid by the trustees of the fund at the rate 
of one-quarter of the standard rate in force for 
the year in which the repayment or payment is 


THE ACCOUNTANT 


November 29th, 1952 


made. An exception is made in the case of an 
employee whose employment was carried on 


abroad, and in the case of the widow, child or . 


dezendant of such a person. 


Special Provisions for Companies 
Section 388 of the Income 'Tax Act, 1952, is the 
successor of Section 19 of the Finance Act, 1947, 
which, as stated above, sought to prevent com- 
panies from dispersing amongst their senior 
officers profits which would otherwise bear tax. 

'The section extends not only to bodies cor- 
porate, but also, by virtue of Section 391, to 
unincorporated societies or other bodies, but, 
unlike Section 376, has no application to partner- 
ships. It makes sums set aside by a body corporate 
with a view to providing future pensions for 
employees chargeable to tax as part of the 
income of the employees concerned; and this is 
so even though an employee may not have a 
vested right to a pension but only a contingent 
one. If the body corporate does not make any 
payments to a fund during an employee's service, 
but makes an agreement with him by which he 
is to receive some benefit on retirement, a sum 
equivalent to the amount which would have to 
be 2aid annually to an insurance company to 
secure such a benefit is treated as part of the em- 
ployee's annual income and is taxed accordingly. 

Section 387 exempts from charge to tax under 
Section 386 the following pension schemes: 

(1) A superannuation fund approved under 

Section 379: this has been discussed above. 


У 


(2) An ‘excepted provident fund or staff assur- - 


ance scheme or other similar scheme’, which is 
. de£ned in Section 390. 

(3) A pension scheme, secured by premiums 
payable under life or endowment assurance or 
life annuity contracts, which was in operation 
beZore April 6th, 1947, and not confined, or 
substantially confined, to directors and/or persons 
other than directors remunerated at a rate exceed- 
ing £2,000 a year. 

(4) Any pension scheme which was in operation 
before April 6th, 1944. 

(z) A scheme approved by the Commissioners 
"и Section 388. 


Approval under Section 388 

By Section 388 the Commissioners are to approve 
a pension scheme unless it fails to fulfil certain 
conditions: they are given a discretion where the 
conditions are not wholly satisfied. The condi- 
tions and the more important points of practice 
of the Commissioners in regard to these condi- 
tions are as follows: 


. (a) The benefit is to accrue only on retire- | 


ment at a specified age or on earlier retirement 
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through incapacity or on death. No objection is 
normally taken by the Commissioners to the 


. provision of immediate pensions on retirement 
- within the ten years preceding the normal pen- 


^ 


B 


~ 


sion age, even though this early retirement is 
not due ta incapacity. 

(b) The nature of the benefits afforded by the 
scheme is to be of the same kind in relation to all 
the persons to whom tbe scheme relates. 


(c) The proportion between the value of the 
pensions or annuities provided for by the scheme, 
in so far as they are not commutable, and the 
value of all other benefits afforded thereby, 
including the value of so much, if any, of the 
pensions or annuities as is commutable, is to be 
reasonably comparable to the proportion be- 
tween the values of such benefits respectively as 
are usually affordec by statutory superannuation 
schemes. (These statutory schemes are dealt 
with in Section 378, and are outside the scope of 
this article.) The Commissioners usually treat 
this condition as satisfied if the scheme provides 


that, where an employee accepts any benefit © 


from the contributions of the employer (other- 
wise than on death during service), 75 per cent 
of the total benefit from contributions by em- 
ployer and employee is taken in the form of a 
non-commutable and non-assignable pension. 
Similarly, if a benefit is taken from the contribu- 
tions of the employer on cesser of service before 
pension age, 75 per cent of the benefit must be 
such a pension deferred until pension age or 
earlier incapacity. In cases of serious ill-health, 
however,-or in cases of a trifling amount, full 
commutation may be allowed at retirement or 
subsequently. For female employees a marriage 
dowry not exceeding one month's salary for each 
year (not exceeding twelve) of pensionable 


. service would be zllowed. 


(d) The aggregate value of the benefits, of 
whatever nature, afforded by the scheme is to 
be reasonably comparable to the aggregate value 
of. the benefits usually afforded by statutory 
superannuation schemes in like circumstances. 
In ordinary circumstances the retirement benefit 
should not exceed r/6oth of the salary for each 
year's service with a maximum of two-thirds 


‚ of the salary at retirement. Within certain limits, 


flat-rate pensions, pensions bearing a fixed rela- 
tion to salary and pensions taking into account 
special qualifications of persons ЕЕ at high 


. ages can be allowed. 


(e) The pensions or annuities provided for 
by the scheme are not to be assignable, either i in 
whole or in part. 
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(f) No service of a person, in whatever capacity, 
rendered by him while he is a controlling director 
of the body corporate is to be taken into account 
for any of the purposes .of the scheme. 

Subsection (3) of Section 387 provides for 
the repayment of tax borne by a director or 
employee in respect of sums contributed to a 
future pension where hé is able to satisfy the 
Commissioners that he is now debarred from 
receiving any benefits under the scheme in 
question. Subsection (4) exempts from, tax an 
employee for any year in which he was not 
assessable to tax under Schedule E by virtue 
of the fact that he was exercising his employment 
outside the United Kingdom. 


Lump-sum Payments in Lieu of Pensions 
So far this article has been concerned with the 
case where an employer makes to an employee 
recurring payments; that is to say, pensions, 
within the ordinary meaning of that word. It is, 
however, sometimes desirable, either from the 
point of view of the employer or from that of 
the employee, for a lump sum to be paid to the 
employee on his retirement instead of a pension. 
In such a case the question arises whether the 
lump sum can, for tax purposes, be treated by 
the employer in the same way as а pension, and 
whether it is taxable or not in the hands of the 
employee. To find the rules it is necessary to 
have recourse, not only to the statutes, but also 
to a number of cases in the Courts. 

Whether the payment of a lump sum can be 
treated as a deduction in computing profits 
depends, not only on whether it is wholly and 
exclusively incurred for the purposes of the 
trade, but also on whether it is properly a charge 
to revenue or capital, for it may be deducted 
only if it is properly chargeable to expenditure 
on revenue account. 

In Vallambrosa Rubber Co Ltd v. Farmer 
(5 T.C. 529; [1910] S.C. 519) Lord Dunedin 
suggested that capital expenditure was expendi- 
ture which was made once and for all, while 
revenue expenditure was expenditure which re- 
curred year by year. In British Insulated and 
Helsby Cables Ltd v. Atherton Lord Cave, L.C., 
took the view that expenditure was properly 
attributable to capital if it was 

*made, not only once and for all, but with a view 

to bringing into existence an asset or an advantage 

for the enduring benefit of a trade...’ (5 A.T.C. 59; 

1o T.C. 192; [1926] А.С. 213.) 

Of a payment made Уу a company to form the 
nucleus of a pension fund, and to provide the 
amount necessary in order that past years of 
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service of the then existing staff should rank for 
pension, Lord Cave said: 

‘The object and effect of the payment of this 
large sum was to enable the company to establish 
the pension fund and to offer to all its existing 
and future employees a sure provision for their 
old age, and so to obtain for the company the 
substantial and lasting advantage of being in a 
position throughout its business life to secure and 
retain the services of a contented and efficient 
staff.’ (5 A.T.C. 51; то T.C. 193; [1926] A.C. 214.) 

It may be observed that it was only by a bare 
majority that the noble and learned lords who 
heard the appeal decided that the payment was 
attributable to capital expenditure and was, 
therefore, not an admissible deduction. 


In the Hands of the Payer 

It appears that payments are sufficiently recur- 
rent for it to be permissible to treat them as 
expenditure on revenue account if it is the 
custom to pay lump sums to employees on their 
retirement (with the result that those employees 
are induced to accept lower salaries during their 
employment). A case in point is Smith v. Incor- 
porated Council of Law Reporting for England and 
Wales (6 T.C. 477; [1914] 3 К.В. 674), where 
the Council’ was allowed, for the purpose of 
computing its profits, to deduct a gratuity paid 
to one of its law reporters on his retirement. 

In Hancock v. General Reversionary and Invest- 
ment Co Ltd (7 T.C. 358; [1919] 1 K.B. 25), 
Lush, J., held that a lump sum which was paid 
to purchase an annuity in order to terminate a 
company's liability to рау: а pension to one of 
its employees could be deducted; his ratio 
decidendi was that the lump sum was paid in 
order to meet in one year a recurrent revenue 
charge. 

In the Hands of the Recipient 

A lump sum received by an employee on retire- 
ment may come to him in one of three ways: 
First, it may be a payment accepted by him in 
lieu of a pension to which he was entitled. 
Secoadly, it may be a gift intended to show the 
appreciation of his employer for his past services. 
Thirdly, it may be paid to him pursuant to a 
term of his contract of employment. Since profits 
or gains can only be chargeable to tax under 
Schedule E if they arise from an office, employ- 
ment or pension (Income Tax Act, 1952, Sec- 
tion 156), it follows that in the first two cases a 
lump sum will not be taxable, and that in the 
third case it will be. | 

The decision of the House of Lords in Dewhurst 
v. Hunter ([1932] 11 A.T.C. 135) (reported in 
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16 T.C. 605 sub nom. Hunter v. Dewhurst) is 
authority for the proposition that a payment 


made by an employer to an employee so as to - 


release the employer from liabilities is not taxable: 


in the hands of the employee. Lord Atkin in 
tha: case said: 


'It seems to me that a sum of money paid to 
obtain a release from a contingent liability under 
= contract of employment cannot be said to be 
received "under" the contract of employment, is 
rot remuneration for services rendered or to be 
rendered under the contract of employment, and 
is not received "from" the contract of employ- 
ment.’ (11 A. T.C. 142; 16 T.C. 645.) 

So, similarly, in Tilley v. Wales (22 A.T.C. 74; 
25 T.C. 136; [1943] A.C. 386) the House of 
Lords held that a sum paid in commutation of 
a pension was not taxable under Schedule E. 


In Seymour v. Reed (6 А.Т.С. 433; 11 T.C. " 


625; [1927] A.C. 554), which illustrates the 
second case, the House of Lords held that a 
sum. received by a professional cricketer in 
respect of his benefit match was not chargeable 
to tax as it was a mere personal gift; it was not a 
profit or perquisite arising from his employ- 
ment. The third case, on the other hand, is 
illustrated by Corbett v. Duff, Dale v. Duff, 
Feeberg v. Abbott (20 A.T.C. 51; 23 T.C. 763; 
[1941] 1 K.B. 730), where Lawrence, J., held 


that benefit money paid to professional foot- . 


ballers was paid in respect of, and as remunera- 
tion for, their employment as football players 


and that it was therefore taxable. There was, 


evidence that such benefit money, though not 
obligatory, was expected by the players, was 
generally asked for, and was usually accorded. 
These cases were not, therefore, analogous to 
Seymour v. Reed. 


Purchase of an Annuity 
Where an employer chooses to purchase an 
annuity in order to terminate his liability to an 
employee, as happened in Hancock v. General 
Reversionary and Investment Co, the purchase 
money is, as was shown in that case, a permissible 
deduction in computing the profits or gains of 
the employer. But it is important that the 
employer should arrange for the company in 
which the annuity is taken out to assume full 
respoasibility for future payments to the em- 
ployee. In Morgan Crucible Co Ltd v. C.LR. 
(їх А.Т.С. 114; 17 T.C. 311; [1932] 2 К.В. 185) 


the employing company bought annuities in an - 
insurance company, and the insurance company . 


undertook to pay to the employing company 
annuities equal in amount to pensions which 


а 


November 29th, 1952 


were being paid by the employing company to 
its former employees in pursuance of a pension 
scheme. The insurance company made payments 


_ direct to the employing company, and equivalent 


payments were made by the employing company 
to its former employees. Rowlatt, J., held that 
the employing company had not got rid of its 
liability to pay pensions, but had, by the pur- 
chase of annuities in the insurance company, 
acquired an asset, so that the cost of those 
annuities was capital expenditure and accordingly 
not deductible in computing profits and gains. 


Pensions to Dependants 
Payments to the dependants of deceased em- 
ployees are, of course, commonly an essential 
part of pension schemes. They are within the 
contemplation of the Income Tax Act, 1952, 


> and no special considerations as regards income- 


\ 


\ 


tax arise in relation to such payments. 

It is, however, important in the case of such 
payments, to bear in mind the question of estate 
duty arising on the death of the employee. If a 
pension is secured to, say, his widow by an 
enforceable trust it is impossible for her interest 
to escape estate duzy altogether, but it may make 
a very appreciable difference whether that 
interest is chargeable to duty under Section 1 
of the Finance Act, 1894, as a single and con- 
tinuing pension and as property passing within 
the meaning of the section on the husband's 
death, or whether it falls under Section 2 (1) (4) 
of that Act as an interest purchased or provided 
by the deceased to the extent of the beneficial 
interest arising by virtue of the widow's survivor- 
ship; since, if chargeable under Section 1, it is 
aggregable with the rest of the deceased's estate 
by virtue of Section 4 of that Act, whereas, if it 
falls under Section 2 (1) (d), it escapes aggrega- 
tion by virtue of the proviso to Section 4, and 
merely bears duty by itself. In this connexion 
Inre Austin Motor Co Ltd's Policies: In re Payton, 
Payton v. C.I.R. ([1951] Ch. 1081) is important. 
In that case the employing company had entered 
into a contract with an insurance company 
whereby the latter was to pay pension benefits to 
employees of the employing company, and, on 
an employee's death, was, if his wife survived 
him, to pay her a pension for the remainder of 
her life. The Court of Appeal held that a deceased 
employee and his widow had separate and indi- 
vidual rights, sc that there was no continuing 


. proprietary interest such as would make the 


widow's interest aggregable with the estate of 
her husband. This case illustrates how important 
it is that there should be two separate pensions 
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and not a mere passing to the widow of the 
interest in her husband's pension. 


Voluntary Pensions to Dependants 


Where the dependant has no enforceable interest 
in a pension fund, no question of estate duty 
arises, Thus in In re Miller's Agreement, Uniacke 
v. Attorney-General ([1947] Ch. 615) one of 
three partners retired from the partnership on 
the understanding (inter alia) that on his death 
the continuing partners would pay ‘annuities to 
his three daughters. There was no trust in favour 
of the daughters, and accordingly they had no 
interest in property which would be protected 
in a court of law or equity. Wynn-Parry, J., 
held that there must be such an interest for 
Section 2 (1) (d).of the Finance Act, 1894, to 
apply, and, accordingly, no estate duty was 
exigible in respect of the annuities. 

In re Millers Agreement was applied by 
Harman, J., in the very recent case of In re 
3. Bibby © Sons Ltd Pensions Trust Deed; 
Davies v. C.I.R. ([1952] 2 All E.R. 483). In 
that case there was no kind of contract for the 
payment of pensions between the employing 
company and its employees, and the payment of 
benefits was entirely within the discretion of the 
trustees of the pensions trust deed. The learned 
judge held that a pension paid to the widow of a 
former employee was not ‘property’ within the 
meaning of Section 2 of the Finance Act, 1894, 
that the widow had no ‘beneficial interest’ within 
Section 2 (1) (d) since she had no enforceable 
right to the pension, and that there was no 
interest purchased or provided by her late 
husband under Section 2 (1) (4); accordingly, 
no duty was exigible. | 


Pensions and the Excess Profits Levy 
The introduction by the Finance Act, 1952, of 
the excess profits levy is not without importance 
from the point of view of the payment of pensions 
by an employer. Section 45 and Schedule IX of 
that Act are concerned with the computation of 
profits and losses for the purpose of excess 
profits levy, and paragraph 11 of Schedule IX 
provides that where a benefit scheme is in exist- 
ence no deduction shall be made, in computing 
profits and gains for this purpose, of any pay- 
ment (whether to a superannuation or other fund 
or under a policy of insurance or under a con- 
tract for a deferred annuity or for a capital sum 
or otherwise) made under such a scheme in 
respect of back service. Service of any person 
rendered before such a scheme was made, or 
before it applied to him, is deemed to be back 
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service. These provisions apply, not only to 
bodies corporate, but also, by virtue of Section 65 
of the Act, to unincorporated societies. 


Compensation for Loss of Office: the 
Position of the Employer 

It only remains to mention two other types of 
payment made to departing employees. The first 
is the payment made by way of compensation 
for loss of office. In Mitchell v. B. W. Noble Ltd 
(6 A. T.C. 159; 11 T.C. 372; [1927] 1 K.B. 719) 
the Court of Appeal held such a payment to be 
money 'wholly or exclusively laid out and ex- 
pended for the purposes of the trade' (see 
Section 137 (1) of the Income Tax Act, 1952), 
and held, moreover, that, as it was not made to 
secure an actual asset, it must be treated as 
income and not capital expenditure. Accordingly, 
it was a permissible deduction in computing the 
profits and gains of the employer. 

In the very recent case of James Snook & Co 
Ltd v. Blasdale ((1952] 31 A. T.C. 268), however, 
the Court of Appeal held that similar payments 
were not permissible deductions. In that case 
the General Commissioners found as a matter of 
fact that the employing company's decision to 
pay compensation was not unaffected by the 
terms of a bargain which its shareholders had 
made with another company which was to buy 
their shares, so that it could not be said that the 
decision to pay was made solely in the interests 
of the employing company's trade. Sir Raymond 
Evershed, M.R., approved, however, the opinion 
voiced by Donovan, J., when the case was before 
him in the Chancery Division, that the mere 
circumstance that compensation was paid to 
retiring directors in a change of shareholding 
control did not, of itself, involve the consequence 
that such compensation could never be a deduct- 
ible trading expense. 


The Position of the Employee 
Whether or not such a payment is assessable to 
tax in the hands of the recipient was considered 
by the Court of Appeal in Henley v. Murray 


(29 A.T.C. 35; 31 T.C. 351; [1950] 1 All E.R. - 


908), and Dale v. De Soissons (29 А.Т.С. 125; 
32 Т.С. 118; [1950] 2 All E.R. 460). These two 
cases illustrate very well when a liability to tax 
will arise, and when it will not. The taxpayer in 
Henley v. Murray was employed as managing 
director of a company under a service agreement 
which was determinable at the very earliest on 
March 31st, 1944, and was also a director of a 
subsidiary of that company. He was required to 
leave the service of both companies and duly did 
so nearly nine months before his agreement was 
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determinable. He was paid the sum to which he 
would have been entitled under the service 


agreement if his employment had continued till - 


March 31st, 1944. 


The service agreement of the taxpayer in | 


Daie v. De Soissons provided for the termination 
of his appointment at the end of the first or 
second of the three years covered by the agree- 
ment, in which case a lump sum was to become 
payable to him by way of compensation for loss 
of осе. The agreement was terminated at the 
end of the first year, and the taxpayer duly 
received compensation. 


In Henley v. Murray the Court held that the . 


amount paid by way of compensation was not 


chargeable to tax; in Dale v. De Soissons the 
Cou-t held that the amount paid was chargeable. 
The vital distinction between the two cases lies 


in the fact that in the former the taxpayer was ` 


entitled to continue in his employment beyond 
the date when it actually terminated, while in 
the latter he was not. In the former case he 
received consideration for the total abandon- 
ment by him of his contractual rights; in the 
latter he surrendered no rights and merely got 
exactly what he was entitled to get under his 
contract of employment. 


Payments for Restrictive Covenants 
The second type of payment is that made by an 
employer in consideration of his employee 
entering into a restrictive covenant on leaving 
his service. It appears that such a payment is 


not deductible in computing the employer's У 


profits since it is made once and for all, and 
brings into existence an advantage for the 
enduring benefit of the trade: see the quotation 
from Lord Cave's speech in British Insulated 
and Helsby Cables Ltd v. Atherton. Nor does it 
now escape tax in the hands of the recipient, 
since the Legislature took steps to nullify the 
decision of no less than nine learned judges, 
including five law lords, who, in Beak v. Robson 
(21 A.T.C. 397; 25 T.C. 33; [1943] A.C. 352), 
had held that such a payment, not being a profit 
or remuneration from the office of the recipient, 
was not taxable in his hands: see Section 242 of 
the Inzome Tax Act, 1952. Not only is a monetary 
consideration made chargeable to tax, but also 
the monetary value of valuable consideration 
otherwise than in the form of money. 

An exception is, however, made in the case 
where the undertaking which is the consideration 
for the payment was given on or before April 
6th, 1948, and in certain cases where the under- 
taking was made on or before April 18th, 1950. 


2 


November 29th, 1952 


THE ACCOUNTANT 


639, 


DEBENTURES 


THE COMPANIES ACT, 1948 
by GEORGE C. MASON, B.A. 


provides. that a company shall furnish a 

balance sheet and auditor’s and directors’ 
reports with its statutory returns. Section 129 
of the Act provides that a private company shall 
be exempt from these requirements if it fulfils 
certain conditions. The conditions are: (a) that 
the conditions contained in the Seventh Schedule 
to the Act have been complied with; (6) that 
no more than fifty persons are members; (c) that 
no body corporate is a director of the company 
and that neither the company nor its directors 
are parties to any arrangement whereby the 
policy of the company can be controlled by 
parties other than those set out in the Act. 

"Тһе relevant conditions contained in the 
Seventh Schedule are: (2) that no body corporate 
is the holder of any of the shares or debentures; 
(5) that no person other than the holder has any 
interest in the shares or debentures. The Schedule 
then provides that these conditions are subject 
to certain exceptions so that, where any share or 
debenture of the company is subject to a charge 
in favour of any banking or finance company for 
the purpose of a transaction in its ordinary course 
of business as such, any interest under the charge, 
whether of the banking or finance company, or 
of a nominee, shall not destroy the exemption of 
the company creating the charge. 


Sine. 127 of the Companies Act, 1948, 


Statutory Definition 
Section 455 of the Companies Act, 1948, described 
a debenture as follows: 

* *Debenture" includes debenture stock, bonds 
and any other securities of a company whether 
constituting a charge on the assets of the company 
or not.’ 

.The definition of a debenture set out in the 
Act does пої ро very far in resolving the vexed 
question of what a debenture is, although it does 
place beyond doubt the fact that it is not essential 
to the character of a debenture that it should 
charge the assets of the company. The Act gives. 
no further assistance in resolving the practical 
question of whether a particular document is a 
debenture or not, now a matter of great 
importance. 

In view of the somewhat prevalent idea that 
debentures must charge all the assets of a com- 
pany, it is well to examine some case law in 


this respect and not to leave the matter merely at 
the quotation of the relevant section of the Act. 
It is also proposed to examine other aspects 
of the character of debentures. 

A debenture is frequently described as ‘a 
written acknowledgment of a debt’ or in similar 
terms. On the basis of the definition, if an exempt 
company receives goods from another company 
and writes acknowledging the same and stating 
that it will forward a cheque in payment in due 
course, it has created a debenture and loses its 
exemption. It is not suggested that this definition 
is incorrect, or that a letter of the type indicated 
is not a debenture, but it is suggested that the 
definition is misleading in so far as it attempts to 
describe something which is not, on the autho- 
rities, open to such a complete definition. The 
suggestion made here is that the term is not open 
to any such positive definition and that it can 
only be defined in a negative way by stating that 
any instrument which fails to contain an acknow- 
ledgment of a debt cannot be a debenture. This 
is, clearly, a very different thing from saying that 
every instrument which contains an acknowledg- 
ment of a debt is a debenture. 


Courts’ Definition 
The definition of a debenture, as ‘a written 
acknowledgment of a debt’ appears to be an. 
extract of the judgment of Mr Justice Chitty in 
the case of Levy v. Abercorris Slate and Slab 
Company ([1887] 37 Ch.D. 260). In this case a 
company agreed to pay a lender the sum of £600 
with interest and charged certain premises with 
the payment and undertook to create a legal mort- 
gage and issue debentures of the company 
secured on all its assets and effects. It was held 
that a debenture had been created. 
In the course of his judgment, Chitty, J., 
observed: 

‘A debenture is an‘ instrument which either 
creates a debt or acknowledges it and any instru- 
ment which fulfils either of these conditions is a 
debenture.’ 

He went on to say that he could not find any. 
precise definition of a debenture which was not, 
in law or commerce, a strictly technical term or 
what was called ‘a term of art’. He then stipulated 
that it must be ‘issued’ (with a proviso to the 
effect that ‘issue’ was not a technical term) by 
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an incorporated company. He finally stipulated 
that ‘issue’ in the circumstances meant the 
delivery over by the company to the person who 
had the charge. 

The stipulation that a debenture must either 
create or acknowledge a debt has been upheld 
many times by the Courts. The stipulation that 
a debenture must be issued (within the meaning 
ascribed to the word by Chitty, J.) has been 
challenged by implication and Һе has been dis- 
tirctly overruled on his stipulation that a deben- 
ture must be secured on the goods, chattels, and 
effects of a company. He has also been over- 
ruled on the stipulation that a debenture can 
only be created by an incorporated company. It 
is open to question if an individual can create a 
debenture but it certainly can be created by a 
club. Authority for these observations will be 
found in the following cases. 


Further Cases Considered 

The case of Topham v. Greenside Glazed Fire 
Brick Co ([1887] 37 Ch.D. 281) is of especial 
interest because it gave such clear support to 
the proposition that an instrument which does 
not acknowledge the existence of a debt or 
covenant to repay is not a debenture. In this case 
a company deposited its title deeds to beds of 
coal and clay with its bank, and executed a 
memorandum to the effect that the deposit was 
made to secure | 

‘the payment of all sums of money which we аге 

now or may at any time hereafter be indebted to 

you, ete,’ . 
The company also undertook to execute a proper 
mortgage whenever requested to do so. It was 
held that the memorandum did not contain an 
acknowledgment of a specific debt nor a covenant 
to pay and accordingly it was not a debenture. 

In the case of R. 2. Findlater ([1939] 1 K.B. 
594) а company issued certificates undertaking 
to pay a certain proportion of its profits to sub- 
scribers and undertook to give a bond, issued by 
an insurance company, guaranteeing repayment 
of the subscribers' capital after twenty-one years. 
The company further undertook to pay the in- 
surance premiums. It was held that the certifi- 
cates were debentures because the promise to 
pay the insurance premiums constituted an 
acknowledgment of a debt. It will be noted that 
in this case there was no charge upon the assets 
of the company but that Levy о. Abercorris 
Slate and Slab Co was upheld in so far as the 
acknowledgment of a debt was sufficient to make 
the instrument debentures. 

In the somewhat earlier case of Lemon v. 
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Austin Friars Investment Trust Ltd ([1926] 
Ch. 1) a company issued certificates for income 
stock which stated that the company was in- : 
debted to subscribers and that three-fourths part . 
of the income of the company would be applied 
in paying off this stock. It was held that the 
ce-tificates were debentures. Here again there 
was no question of the assets of the company 
being charged and the acknowledgment of the 
debt was sufficient to create a debenture. 

In the case of Knightsbridge Estates Trusts 
Ltd v. Byrne ([1940] A.C. 613) a company mort- 
gaged their freehold properties and covenanted 
in the mortgage to pay the money so borrowed 
with interest by eighty half-yearly instalments. 
After some time the company proposed to redeem 
their freehold property by paying off the lender. 
It was held that the mortgage deed was a deben- 
ture. In this case the company did not charge | 
the goods, chattels, and effects as required by 
Chitty, J., in Levy v. Abercorris Slate and Slab 
Co, but only its freehold property. 

The case of Wylie v. Carlyon ([1922] 1 Ch. 51) 
concerns a debenture issued by a club. Despite 
Levy v. Abercorris Slate and Slab Co the Court 
did not decide that a club had no right to issue a 
debenture. See also Parr v. Bradbury ([1885] 
1 T.L.R. 525) concerning the issue of a debenture 
by a club. | 


Debentures and Mortgages 
In practice the most likely case in which a com- 
pany would lose its exemption would arise if it 


. mortgages its immovable property to another 


company which is not a banking or finance com- ^ 
pany. The instrument is, clearly, a debenture and 
the transaction must cause loss of exemption. 
Indeed, it is difficult to see how promissory notes 
or such like instruments, in similar circumstances, 
do not create the same effect. It should be noted 
that an acknowledgment of a debt and a promise 
to pay are equally fatal and must, for our present 
purposes, be treated as the same thing. If, of 
course, the mortgage deed does not contain any 
covenant to repay or acknowledge the debt, as 
can be done, exemption would not be lost. 

A final observation may be made concerning 
the judgment of Chitty, J., in Levy v. Abercorris 
Slate and Slab Co. He defines ‘issue’ as the 
handing over by the company to the person 
who has the charge. It is clear that a debenture 
need not contain a charge and in a ‘naked’ de- 
bentu-e there is no one having a charge to whom 
a debenture can be handed over. Accordingly, it . 
appears that the judgment is challenged in this 
respect as in the others mentioned. 
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The work now comprises seven main sections. 
The first, on ‘Business management’, includes 


- chapters on the division of responsibility, costing, 
~ service contracts and "ће several forms of executive 


control. The second section deals with meetings of 
all kinds and is prefaced by a useful summary of the 
case-law on this subject. There is, too, a handy table 
showing at a glance procedure consequent on the 
formal motions. The remaining sections cover 
formation of companies, the registrar’s problems, 
capital, documentation and liquidation. 

The index stood up well to a practical test, showing 
itself to be adequately cross-referenced and providing 
immediate answers to varied questions. 

In their prefaces the author and his associates in- 
sist that they wish to serve mainly as intermediary 
between the problem and the standard works of 
reference. In this they do less than justice to their own 
impressive feat of selection and condensation. 


Dymond’s Death Duties 
(Eleventh Edition) 
Second (Cumulative) Supplement 
by Robert Dymond and Reginald K. Johns 
(The Solicitors’ Law Stationery Society Ltd, London. 
8s 6d net) 
Although it is less than two years since the eleventh 
edition of Mr Dymond’s excellent book was pub- 
lished, this new supplement contains no less than 
91 pages, notwithstanding the commendable brevity 
of the text. Apart from important changes introduced 


~ by the Finance Acts of 1951 and 1952, there have 


been numerous significant decisions in the Courts, 
all of which receive the author’s close attention, 
together with certain changes in Revenue practice. 


. The relevant sections of the Finance Acts of 1951 and 


1952 are reproduced. 


Insurance Accounts and Finance 
(Fourth Edition) 
by J. B. Welson, LL.M., F.C.I.S., F.C.LI., 


Barrister-at-Law, and Hector K. Maclver, 


а] 


M.A., LL.B., С.А. 

(Buckley Press Ltd, Brentford, Middx. 12s 6d net) 
This book is an extended edition of the authors’ 
previous work entitled Principles and Practice of 
Insurance Accounts and Investments. The immediate 
purpose of the addition of new matter is to cover the 
section of the Fellowship examination of the Char- 
tered Insurance Institute that deals with the subjects 


. of ‘Insurance Accounts and Finance’, and the authors 


provide in this one volume adequate information for 
the guidance of students taking that examination. 
'he first chapters, dealing with the general 
principles underlying modern book-keeping and 
accounts, lead to.a full examination of the current 


. methods of insurance company accounting. Separate 


chapters are devoted to agency and branch accounts, 
reinsurance accounts, investments accounts and 
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mechanization of accounts; others deal with the 
requirements of the Assurance Companies Acts and 
one covers the provisions of the Companies Act, 1948, 
affecting insurance companies' accounts. The third 
and last section deals with taxation, investments, 
banking and foreign exchange. 

Clear examples and summaries add to the value of 
this work, which, whilst primarily intended for the 
Insurance Institute examinee is also a useful guide to 
anyone having to deal with the accounting side of 
fire, life, accident, marine or other sections of an 
insurance company's accounts or with the finance side. 


Palmer's Company Precedents (Part Two) 
Winding -up Forms and Practice 


(Sixteenth Edition) 
by His Honour A. F. Topham, K.C., LL.M. 
(Stevens & Sons Ltd, London. £6 155 net) 


The death in January this year of Judge Topham 
brought to an end his more than thirty years’ editor- 
ship of Palmer’s unique work on company precedents. 
It is fortunate for posterity that he was able to 
complete this sixteenth edition of the volume on 
winding up. 

Some 3,000 liquidations are begun each year in 
England and Wales and an accountant is commonly 
appointed liquidator. His task is not easy and the 
dangers of error are high. In the second volume of 
Palmer he has a reliable, helpful and comprehensive 
guide - indeed, no other volume contains as much 
information on winding-up forms and practice. 

Since the fifteenth edition was published there have 
been numerous reported decisions on winding-up 
matters, but of course the major change is the 
passing of the Companies Act, 1947, and its incorpora- 
tion in the new consolidating Act of 1948, necessitating 
a complete revision of references, and treatment of 
the new matters introduced by the 1947 Act. There 
have also been changes of practice and the author 
was fortunate in having the help of an assistant 
secretary of the Board of Trade, as well as numerous 
letters from solicitors, on practice matters. 

The novel procedure laid down by Section 210 of 
the 1948 Act, which provides for relief alternative to 
winding up in cases of ‘oppression’, is duly dealt with. 
A very useful form of petition is given together with 
notes on actual cases. 

It should perhaps be mentioned in passing that the 
address of the Board of Trade Companies (Liquida- 
tion) Branch is now Lacon House, Theobald’s Road, 
London, WC1, instead of Lytham St Annes – the 
move having been made after the book was published. 
Another change, only very recently made, is that the 
rate of interest payable by the Board of Trade under 
Section 362 is now 2 per cent, instead of 1 per cent 
as shown at page 1084. 

One wonders whether it was entirely necessary for 
over seventy pages of an already bulky tome to be 
given up to the reproduction of sections of the Act 
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en bloc, especially as it is unlikely that the owner of a 
Palmer would be without a copy of the Act. Moreover, 
not all the sections referred to in the text are re- 
produced, while some of the sections are reproduced 
again in the text. However, this criticism is perhaps 
a little carping of such a praiseworthy work. 


Economics for the Student 

by C. R. Curtis, Ph.D., M.Sc.(Econ.), F.C.1.S. 
(Sweet & Maxwell Ltd, London. 12s 6d net) 
At an early stage a student of economics comes upon 
the definitions and concepts which have entered into 
the traditions of the subject. Those who consider 
them from the standpoint of accountants may say at 
once that they must be complete in that they include 
the whole economic system, also that every term 
signifying an element of utility must stand against a 
counterpart in money. But there arises the question, 
how is such a rule, admirable in itself, to be applied 
to an economy as complex as that which we know 
today? How, if not by the subdivision of an economy 
which is simple enough for the imagination to grasp? 
With an exceptional facility in exposition the author 
of this book introduces his readers to an aboriginal 
society in which everything is perfectly simple. 
Students who are not content to recite the views 
which can be found in more pretentious books should 
study the mechanism of commerce described by 
Mr Curtis, and see whether, by careful subdivision, 
they cannot adapt their analytical framework to the 
affairs of the present day. The book is essential to 
those whose bent is analyzing facts; the author, 
moreover, is no less successful in his presentation of 
the post-war world and its problems, and gives a 
valuable summary of the principles underlying 
taxation and excise. 


The Sterling Area: An American Analysis 


(Published by the Mutual Security Agency Mission 
ко the United Kingdom. Н.М.5.0., £1 rs net) 


This large work (the volume goes to 672 large double- 
column pages) had its beginnings in a study of the 
sterling area for the edification of the American 
Mission to Britain which succeeded the European 
Co-operation Administration. The material has now 
been published as a factual background for anyone 
interested in the problems of the sterling area. 

Emphasis has been placed upon the trade pattern 
of the sterling area and the economic factors in- 
fluencing them during the post-war period up to the 
middle of 1950. The work is divided into three 
sections. The first deals with the area and its members 
and is the part which will most quickly repay reading 
by anyone who wishes to see the problems and pur- 
poses of the sterling area within the compass of 
Ioo pages. The second section deals with the 
economies of the individual members, and the third 
one covers the main commodities in sterling area 
trade. These two sections are mainly of historical 
interest or valuable as reference sources. 
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One chapter in section two – the one dealing with 
the economy of the United Kingdom - is exceedingly 
interesting, however, even to those who have lived 
with export drives, full employment and the rest of 
the problems and jargon over recent years. The’ 
material is marshalled in an interesting way and the 
charts are very well done. 

This book has the merits and the limitations of 
all encyclopaedic works. It offers a valuable source 
of information. It gives clear, concise definitions in 
answer to straightforward questions. But that is all. 
It is as far from explaining the nature of the policy 
problems and the inherent complexities of the system 
as a text-book on nuclear fission is from solving the 
problems of the atomic age. 


Modern Production Control 


by A. W. Willsmore, M.I.Ec.E., A.M.LI.A., 
F.R.Econ.S., F.S.S. 


(Second Edition) 
(Sir Isaac Pitman & Sons Ltd, London. 155 net) 


Production planning and control, i.e. the co-ordina- 
tion of the output and purchase of components and 
parts so that the correct quantities of the final product 
are manufactured at the required time, is a function 
of works management which has acquired more im- 
portance with the increasing complexity of industry. 
"This book, based on considerable practical experience, 
is a clear exposition of the principles of production 
control illustrated by numerous examples. | 
The second edition includes а new chapter on 
scheduling, i.e. shop and machine loading, but other- 
wise -here is little change from the earlier edition. 
The accountant, particularly if he is responsible for 
operating the more highly developed systems of 
indus:rial accounting which are closely associated : 
with "works documentation, will find the book most 


. useful, while production executives of all sorts should 


find it invaluable. 

From the narrower viewpoint of accounting, it may 
be mentioned that the last chapter — on ‘Costs and 
General Control’ – although including much which 
is commonplace to accountants, rightly refers to the 
need for a proper technical basis for standard costs. 


Examination Questions on Executorship Law 
and Accounts together with Answers Thereto 


(Third Edition) 
R. Byrne, A.C.A., A.S.A.A., F.C.I.S. 


(Students’ Publications Ltd, Woking, Surrey. 
Ios net; by post 10s 3d) 


Candicates for examination in executorship law and 
accounts are provided with a third edition of this 
invaluable text-book. The questions. include nearly, 
all that is essential in the subject, and the answers are 
set forth in a style which is a model for those who 
have yet to attain the gift of writing concisely and 
lucidly. 
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FINANCE AND COMMERCE 


> Opening of the Commonwealth Ministers’ Conference 
‘has inevitably brought a degree of hesitancy to stock 
markets. Broadly, however, conditions remain con- 
fident and the undertone is considered sound enough. 
Business remains restricted and is likely to be so for 
some little time. 


Educational Supply 
Time has flown with something like jet propulsion for 
shareholders in The Educational Supply Association 
Ltd. Instead of being called to the seventy-fifth 
annual general meeting of the company as they might 
have expected, since last year’s was the seventy-fourth, 
they are in fact now called to the seventy-eighth. The 
cause of the sudden jump of three years is that for 
some reason the first three annual general mectings 
_of the original limited company, formed in 1874, were 
" omitted from the sequence on which the numbering 
of annual meetings was based when the custom of 
numbering them was introduced in 1933. 

Another revision is the decision to bring forward 
the end of the financial year to March 31st from the 
present date of May 31st. This will allow more time 
after stocktaking to prepare for the exceptionally 
busy autumn months which are a feature of the 
company’s business. Operationally the company is 
working at full pressure although the abrupt end of 
the paper shortage has brought more competitive 
conditions. The Woodworking Division finds it 
difficult to keep pace with orders. From school desks 

^to vast aircraft hangar doors is a startling step but 
Esavian Ltd, the ‘hangar door’ subsidiary, also reports 
a successful year, 
_ The group accounts, which we reprint this week, 

~ show the financial effect of the group's strenuous 
operations. Borrowed capital, Mr W. R. D. Crowther 
the chairman, points out, is being slowly reduced by 
redemption and lower short-term borrowing and 
while headway is mzde in this connexion last year’s 
decision not to raise adcitional share capital remains 
sound. It is hoped to make a substantial saving under 
this heading in the current year. 

Goodwill, it will be seen, has been written down by 
£21,432, to a nominal amount of £1. The goodwiil 
iteņ arose through the reconstruction of the Asso- 
ciation’s capital in 1898 and on three occasions it has 
been reduced in all by about one-third of its original 
cost. “The figure which remains’, the chairman states 
‘bears no relation to the existing high value of our 
goodwill and it seems an appropriate opportunity to 
eliminate all but a token value for this intangible 
item.’ 


Hidden Reserve 


| When we saw the first ‘news story’ in the autumn 
«issue of the house magazine of Hall & Co Ltd we 
_ thought of those monologues the late Vernon Watson 
used to recite. There was one, we seem to remember, 
about the blessings of ‘A sense of humour’. The 


company is to bring its financial year-end forward 
three months to December 31st, and Mr F. C. H. 
Edwardson, A.C.A., the company's secretary sees 
humour in the fact that *what Hitler and the doodle- 
bugs could not alter, an Act of Parliament has quietly 
changed". 

The ‘time-honoured practice’ of ending the com- 
pany’s financial year on March 31st and holding the 
meeting at the end of June has had to be abandoned. 
There is insufficient time to do all the necessary 
work and give three weeks’ notice of the meeting 
although, as Mr Edwardson remarks, the report of a 
committee on company law amendment – before the 
1948 Act – said that ‘little inconvenience should be 
caused by the necessity of giving longer notice’. 

But against the loss of *a certain sense of achieve- 
ment’ Mr Edwardson lightly lists some benefits from 
the change. "The depots will have more time in which 
to balance the books; the company's auditors will 
have more time to think out their questions, the 
audit department will have more time to think out 
the answers; the directors will have more time to 
consider the depot results; the chairman – at last – 
will have a less unreasonable time in which to prepare 
his speech and we will all have a chance of going on 
our holidays in June.’ 

Behind the most modern balance sheet there is 
still one hidden reserve. The reserve of morale, of 
company spirit and – ‘A sense of humour’. 


Adequate Description 


The report of W. Tyzack Sons & Turner Ltd, this 
year contains a brief but adequate description of the 
company's operations. On the title page the company, 
established in 1812, is described as ‘manufacturers of 
files, saws, scythes, agricultural machine parts and 
general engineers’. In ‘Finance and Commerce’ on 
November 24th, last year, we drew attention to the 
absence of any description of the company’s activities 
in the 1950-51 report. 

Another necessary addition to this year’s report is 
a detailed statement of the company’s fixed assets 
showing that in the past five years depreciation totall- 
ing £52,187 has been provided, whereas for the same 
period the total cost of capital additions was £80,358. 

This company too is bringing forward its financial 
year-end - from August 31st to July 31st. The reason 
is to allow the now obligatory two weeks' holiday with 
pay and the annual stocktaking to coincide with the 
August Bank Holiday week. 


Money Market . 


With applications for Treasury Bills totalling 
£333,885,000 on November 2181, the market was 
able to secure 64 per cent of requirements by main- 
taining the bid at {99 8s 1d. The average discount 
rate rose to £2 7s 8-22d per cent. This week the offer 
is increased to £250 million. 
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CURRENT LAW 


Revival of Will by Codicil 
A testator made a will leaving his property to his 
executrix whom subsequently he married, thus 
automatically revoking the will. Eighteen months 
later in conversation he testified to his intention to 
revive the will and on the envelope in which it was 
contained he wrote, ‘the herein named [executrix and 
sole beneficiary] is now my lawful wedded wife’. 
Willmer, J., held that this constituted a codicil 
` reviving the will under Section 22 of the Wills Act, 
1837, and admitted both documents to probate 
(In the Estate of Davis (decd.) (Law Journal, August 
29th, 1952)). 


Charge under Solicitors’ Act, 1932 


Following a dispute between partners in a business, 
a sum of money was placed in the joint names of the 
plaintiff's and defendants' solicitors A. & B. in 
Wimbourne v. Fine and Another (Law Times, Septem- 
ber sth, 1952). The plaintiff subsequently instructed 
C. to act for her, and on the settlement of the dispute 
and the consequential proposal to apply the fund, C. 
sought a charging order in respect of his costs. In 
the meantime, the plaintiff had charged her interest 
in the fund to a bank. | 
Harman, J., held that the fund had been ‘recovered 
or preserved’ by C. within the meaning of the 
Solicitors’ Act, 1932, Section 69, in spite of the fact 
that it was already in existence when he was retained, 
and that he was thus entitled to a charge. The bank 
was postponed, because it must be taken to have had 
notice of C.'s statutory right to apply for the order. 


i Contract for use of Patents 

In Terrell v. Mabie Todd & Co Lid (Solicitors 
Journal, September 13th, 1952), the plaintiff had 
entered into agreements with the defendants by which 
the latter were to prosecute the sale of patented 


articles and to use all diligence in exploiting them. · 


In January of this year, the defendant company was 
taken over and the new proprietors informed the 
plaintiff that they could no longer market the patented 
goods. He accordingly sued for breach of contract. 

Sellers, J., held on the evidence (citing Davies v. 
Tooth ([1937], 81 Sol. J. 881), and Sheffield District 
Railway Co v. Great Central Railway Со ([1911], 
27 T.L.R. 451)) that the defendant company had 
failed in their obligation; that they had repudiated the 
contract entirely and that damages were assessable 
on that basis. 


Gourt's Power to Vary Settlements 
Roxburgh, J., in Re D.'s Settled Estates (Law Journal, 
September 12th, 1952), decided against a scheme 
designed to permit transactions by a tenant for life 
which amounted to a re-writing of the trusts. The 
application was made under Section 64 of the Settled 


Land Act, 1925, and refused, notwithstanding that the: 


transactions would benefit the beneficiaries as a whole. 
It was not argued that the object of the scheme was to 
resolve administrative difficulty. | 

T'he learned judge held that neither the Settled 
Lend Act nor the Trustee Act, 1925 (Section 57), 
permitted a transaction not of an administrative 
character. 

Appointment of Trustee 


C. "was the sole surviving trustee of a settlement. In 
1933 he appointed S. a trustee with him. In 1950 he 
appointed new trustees in the place of S. and himself 
and retired from the trust. S. had remained out of the 
United Kingdom continuously for more than a year 
and he was not asked to agree to his own retirement. 

Danckwerts, J., held that his removal was valid in 
terms of Section 36 (1) of the Trustee Act, 1925. 8. 
was not a ‘refusing or retiring trustee’ within the 
meaning of Section 36 (8) and his concurrence was 
not, therefore, necessary (Re Stoneham’s Settlement 
Trusts; Popkiss and Another v. Stoneham and Another) 
(Law Times, October 17th, 1952). 


Construction of Company Articles 
The construction of articles of association was the 
matter which Danckwerts, J., had to decide recently 
in Ke Memorandum and Articles of Association of John 
Smita’s Tadcaster Brewery Со Lid. The Company v. 
Greskam Life Assurance Society Ltd and Another 
(Law Times, October 31st, 1952). The articles (No. 
47) provided for a fixed cumulative preferential 
dividend on preference stock, which was further 
given priority in a winding-up in respect of capital 


and all arrears of the dividend; they further provided ' 
that ordinary shareholders should be entitled to the | 


surp.us profits and in a winding-up to repayment of 
capital after the aforeszid payments to holders of the 
preference stock. There was no other provision for 
the distribution of assets between the two classes of 
stockholders. . 
Tke learned judge held that the burden was upon 
the preference stockholders to show that the articles 
in question did not exhaust their rights and this; they 
had not done. They were thus not entitled to share 
in the assets after the ordinary capital had been repaid 
(Scottish Insurance Corpn. Ltd v. Wilsons & Clyde 
Coal Co Ltd ([1949] 1 All E.R. 1068 applied)). : 
Article 54 provided that, by an extraordinary 
general resolution passed at a separate meeting of 
members of any class, the rights or privileges attach- 
ing to any class of capital could be affected, modified, 
dealt with or abrogated in any manner. Danckwerts, 
J., held that the preference stockholders would be 
affected by the proposal to create further ordinary 


stock, which proposal could thus only be carried . | 


through with the sanction of the preference 


| stock- 
holders as required by the article. . E 





E 
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Annuity: Net Income 
In Re Wright (deceased), Barclays Bank Ltd v. Wright 


< and Others (Law Times, October 24th, 1952), Danck- 


- werts, J., held that the word 'net' in a testamentary 


жа 


X 


— 


- -u 


appropriation of a sum to produce ‘a net income of 
£10 per week’ was not sufficient to free the beneficiary 
of income-tax in respect of the annuity. As there was 
no context from which an intention to pay free of tax 
could be seen, the annuity was not payable free of tax. 


Sale of Goods: Warranty and Guarantee 


A firm of motor dealers sold a car which had been 
advertised as having a reconditioned engine, with a 
three months’ guarantee. On two occasions within 
the period minor defects were corrected; also within 
the period a further defect appeared and the dealers 
undertook to take down the engine. Later again, but 
still within the period, the car developed a noise. 
Instead of taking the car back, the buyer went to 
another firm of engineers who discovered that the 
reconditioning had been badly done. The buyer sued 
for breach of warranty. 

His Honour Judge Pratt (Torquay County Court) 
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held that there was breach of warranty and that the 
fact that the buyer did not take the car back a third 
time to the defendants did not prevent his suing for 
breach (Lindley v. Enoch) (Law Journal, October 
3181, 1952). 
Bankruptcy: Extortion 

In Re A judgment Summons (No. 25 of 1952) (Law 
journal, November 7th, 1952) a bankruptcy notice 
was withdrawn on condition that the debt would be 
paid by instalments. When the initial payment was 
made the solicitors for the creditors insisted that 
‘additional costs of the bankruptcy notice’ and the 
costs of the arrangement for payment by instalments 
should be added to the debt. The debtor’s solicitors 
reluctantly agreed. The debtor failed to pay the 
instalments and a petition was presented against him, 
but dismissed on the ground that the demand for and 
payment of the additional sum was extortion. The 
creditors now applied for a committal order under 
Section 5 of the Debtors Act, 1869. 

Harman, J., refused, holding that extortion 
operated equally to bar an order under the Debtors 
Act, Section 5, and a bankruptcy petition. 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication, 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. | 


Service to the Commonwealth and Empire: 
The Victoria League 
Sm,- May I, through you, recommend to the 
sympathetic consideration of my fellow members of 
The Institute of Chartered Accountants in England 
and Wales the appeal which is being made by the 
Victoria League, for financial support? 

T have been a vice-president of the Victoria League 
for some time and can unhesitatingly say that the 
work done by the League in holding the Common- 
wealth and Empire together is very considerable. 

The provision o: hostels for Empire students, 
and the hospitality extended to Empire visitors to 
this country is quite exceptional. - | 

I earnestly hope the appeal will receive a spon- 
taneous and generous response. 

Yours faithfully, 

London, EC2. | F. ROWLAND. 
Sm,-I shall be deeply grateful if you would 
kindly grant space in your journal in order that I 
may bring to the notice of your readers the work 
that is being done for the Commonwealth and 
Empire by the Victoria League, and also state why 
it asks for financial assistance. 

' The Victoria League has existed now for some 
fifty years for the purpose of maintaining friendly 
relations, goodwill and understanding throughout 
the Commonwealth and Empire – I am sure you will 


· agree never more necessary than today. 


“The methods the League uses are many and 
varied. They include hospitality-to Empire visitors – 


at the League’s headquarters in London and in 
private houses — hostels for overseas students, the 
sending of newspapers, books and other literature 
to lonely parts of the Empire and to the troops in 
Korea and Malaya, the finding of accommodation for 
overseas visitors at a price they can afford, and 
introductions for emigrants to our branches overseas. 

These, and many other activities, are all designed 
to develop closer contact between the ordinary people 
of the Commonwealth. 

To celebrate the Golden Jubilee of the founding 
of the Victoria League, a special fund has been 
established (its target is £200,000), by which it is 
hoped to put the finances of the League in better 
shape, after an all-time record demand for its services 
last year, and to-allow for an expected still greater 
demand for its services in Coronation year. . 

The Golden Jubilee Campaign Committee would 
therefore be most grateful if any of your readers 
could see their way, on this special occasion, to 
giving a generous donation, either direct or made 
under deed of covenant, to the fund. 

"Yours sincerely, 
H. P. PRICE, 
Hon. Treasurer, 
Tue Victoria LEAGUE. 


The Victoria League, 
22 Chester Square, 
London, SWI. 


[We have much pleasure in publishing these letters 
from Sir Frederick Rowland, F.c.a., and Sir Henry 
Price, and we whole-heartedly commend to our readers 
the appeal now being made by The Victoria League. ~ 
Editor.] í 2 NG E 
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The Bristol and West of England Society of Chartered 
Accountants held a dinner at The Grand Hotel, Bristol, 
on Friday, November 2ist, 1952. Mr H. R. Clark, 
A.C.A., President of the Society, was in the chair. 
Members and guests, numbering 155, were. received 
by Mr Clark and by Mr. T. B. Robson, M.B.E., M.A., 
F.C.A., President of T'he Institute of Chartered Account- 
ants in England and Wales. 

Among the guests present were the Lord Mayor of 
Bristol, Alderman V. J. Ross, J.P.; Sir Philip Morris, 
C.B.E., M.A., LL.D., Vice-Chancellor of the University 
of Bristol; Sir Robert Sinclair, K.C.B., K.B.E., Master of 
the Society of Merchant Venturers and Chairman of the 
Imperial Tobacco Company; Mr S. W. Cornwell, 
F.C.A., The Sheriff of Bristol, and 


Messrs S. B. Bayliss, F.C.1.1. (President, Insurance Institute 
of Bristol); H. Brook (President, Bristol Centre of Institute of 
Barkers); E. P. Broome, Е.С.А. (President, Nottingham 
Society of Chartered Accountants); Douglas A. Clarke, LL.B., 
F.C.A. (Chairman, London and District Society of Chartered 
Accountants); J. F. Collard, F.L.A.A. (President, Association 
of Certified and Corporate Accountants, Bristol District); 
Derek du Pré (Editor, ‘The Accountant’); W. V. Eggleton, 
F.C.A. (Chairman, Gloucester Group of the Society); Councillor 
R. J. Emerson, F.s.a.a. (President, West of England District 
Society of Incorporated Accountants); Mr E. G. Foster, 
F.C.1.8. (Chairman, Chartered Institute of Secretaries, Bristol 
District). 

Messrs С. N. Fullagar, F.c.a. (President, Liverpool 
Society of Chartered Accountants); W. Gerwyn Jones, F.C.A. 
(President, South Wales and Monmouthshire Society of 
Chartered Accountants); H. J. Gittoes, F.c.A. (President, 
Birmingham and District Society of Chartered Accountants); 
E. W. Harris (H.M. Principal Inspector of Taxes); Col. N. B. 
Hart, O.B.E., T.D., D.L., M.A., LL.B., F.C.A. (President, Hull, 
East Yorkshire and Lincolnshire Society of Chartered 
Accountants); Messrs T. R. Johnson, F.1.M.T.A., F.S.A.A. 
(City Treasurer), J. L. Kimber (President, Bristol Incorpor- 
ated Chamber of Commerce and Shipping); A. Pickard, с.в.Е. 
(Town Clerk); J. S. Phillips, F.C.A. (Chairman, Exeter and 
District Branch of the Society). 

Messrs A. S. Maclver, M.C., B.A. (Secretary, Institute of 
Chartered Accountants in England and Wales); C. Merrett 
Stock (Chairman, Bristol Stock Exchange); E.V. Rowley, F.C.A. 
(President, Leicestershire and Northamptonshire Society of 
Chartered Accountants); J. A. Seymour Williams (President, 
Bristol Incorporated Law Society) J. G. Simpkins (Hon. 
Secretary, Exeter and District Branch of the Society); A. G. 
Smeeton, F.c.a. (President, Sheffield Society of Chartered 
Accountants); R. W. Smith, O.B.E., T.D., F.c.A. (President, 
South Eastern Society of Chartered Accountants); W. R. 
Verdon Smith, у.р.; G. H. Young, F.R.I.C.S., БА. (President, 
Bristcl Auctioneers and Estate Agents Association). 

The toast of “The City and County of Bristol’ was 
proposed by Mr Clark, who said that the city of Bristol 
boasted a grand and historical past and had nothing to 
fear of the future. The people of Bristol had always 
been adventurous and honest, and today's citizens 
would meet the future with the same initiative and 
talents as had been used in the past. 

Responding to the toast, the Lord Mayor said it was 
believed that accountancy was first practised in Bristol. 
In 1793 Bristol boasted twenty-five accountants, these 
gentlemen also having another profession, being either 
teachers or agents. 
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Professions must come from Educated Stock 


Proposing the toast of ‘The Institute of Chartered 
Accountants in England and Wales’, Sir Philip Morris 
said that long before the profession of accountancy 
was thought of there were gentlemen who had to 
reckon up the debit and credit side of the King’s 
expenses. He continued: 

‘Your profession, in the last fifteen or twenty years, has 
mads history in the development of methods of training and 
qualifying those who are going to succeed you. 

“You have succeeded, partly by attending to your own 
business, and partly by being wise enough to look ahead 
mi to see that all professions must come from educated 
stock.’ 

‘Quack Accountants’ 


In the course of his reply, Mr Robson said: 


"Your district, in common with other districts, is much 
afflicted in its rural areas by the activities of quack account- 
ants. (Hear, hear.) Some quacks are competent and honest; 
others are very much the opposite. They advertise and 
solicit business from farmers, traders and individuals and 
indulge in other practices which we regard, just as solicitors 
regard them, as being completely unethical. 

‘Ic is easy to put up a plate and advertise oneself as an 
accountant or income-tax expert without any justification 
in knowledge or experience to warrant the description. It 
is not difficult to acquire and put after one's name an im- 
posinz string of designatory letters which may mean little 
or nothing in the shape of real qualification, but look 
impressive in advertising matter. 

*In the larger towns this may not matter very much, but 
in tke small towns and country districts it can result in 
incompetent people getting business which they are unable 
to perform with the skill and competence which the public 
are entitled to expect; the public can suffer without knowing 
it, without getting all the benefits aad taxation reliefs to 
which they are entitled. 

‘And meanwhile the chartered accountant in those areas, 
who has undergone a long rigorous training to fit him to 
serve che public, finds it hard to get a living. His fees are 
reasonable enough but he is not given a chance to earn 
sufficient of them. 

“You have а lot of guests here tonight. Why do you not 
ask every one of them to tell this to his friends? Chartered 
accourtants are interested in small work as well as great 
and can be relied upon for their integrity and competence 
and fo- their keenness to assist their clients in every proper 
way (Applause.) 

“This cannot be stated too vigorously or too often. Do, 
please, take it to heart and noise it throughout not only the 
territory which is served by this district society of the 
Institute, but also throughout the length and breadth of 
England and Wales.’ 

Mr Robson spoke of the problems of inflation and of 
the guidance which the Council gives to members from 
time to time on matters of general principle, 

The toast of ‘Our Guests’ was proposed by Mr 
E. A. Harris, Е.С.А. In his reply, Sir Robert Sinclair 
said that he upheld Mr Robson’s remarks regarding 
accountancy under inflationary conditions, and he 
warned those present that the present level of taxation 
was urdermining the very fabric of industry. Indus- * 
trialist and accountants alike were much concerned - 
about this. 

Music was provided by “The Brooks’ Trio’. 
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A RESEARCH CHAIR OF ACCOUNTING 
APPOINTMENT OF THE FIRST HOLDER 


The Council of the Society of Incorporated Account- 
ants announce the four:dation of a Research Chair of 
Accounting tenable at Incorporated Accountants’ Hall 
— the first Chair of its kind to be sponsored by a pro- 
fessional body of accountants. It commemorates the 
interest in accounting research of the late Lord Stamp, 
an honorary member of tke Society, and the late Sir 
James Martin's foundazion of the Society. 

'To safeguard the status of the Chair, elections will 
only be made to it after due consultation with represen- 
tative academic opinion. It is also expected that 
academic status shall be a condition precedent to the 
appointment. The first holder, Mr Frank Sewell Bray, 
F.C.A., F.S.A.A., is-a Senior Nuffield Research Fellow in 
the Department of Applied Economics, University of 
Cambridge, and it is hoped that this type of academic 

у relationship may constitute a precedent. 

'There are many precedents for the appointment of a 
professor by bodies other than universities, but in all 
cases the status of the Chair is safeguarded to give it 
equivalent standing with a university chair. It is the 
intention of the Society to depart in no way from this 
standpoint. 


Duties of the Stamp-Martin Professor 


The duties of the Stamp-Martin professor are to 
advance learning and promote knowledge in the subject 
of accounting. The professor will be expected to keep 
in touch with the universities, learned societies and 
other accounting bodies throughout the world and he 
will be expected to give a course of four lectures in 
"any one academic year, He will devote a considerable 
part of his time.to his own researches upon which his 
lectures will be based. It is also hoped that the professor 
will take a special interest in education for the account- 
ing profession. 
It was considered that the first holder of the Chair 
should be permitted to continue a reasonable amount 


of practice, or of other professional work, in accordance 
with the practice of most universities. Nevertheless, 
the professor is expected to regard the duties of the 
Chair as the first call upon his time. It is contemplated 
that no restrictions whatever should be placed upon 
applications, i.e. there will be no limitations as respects 
membership of any accounting body, provided the 
applicant is regarded as of sufficient academic status 
to hold office. 


Expansion in the Technique of Accounting 


Making the announcement, the Society states that the 
technique of accounting is fast developing; it is ex- 
panding into the field of management on the one hand 
and that of national finance on the other. Research in 
accounting is developing rapidly in many parts of the 
world. Its movement should accelerate when more 
university graduates have obtained influential positions 
in the profession. The ultimate development of account- 
ing as an academic subject has wide possibilities, the 
Society adds, and there is a great need to secure better 
academic status for it. 

Prospects for accounting, the Society points out, lie 
in two main directions. First, the development of a 
technique for utilitarian purposes, second, the per- 
fecting of a means of establishing reliable quantitative 
measurements to point the way to proper qualitative 
decisions in the academic field. It should be remarked 
that some ten years ago a handful of accountants 
interested in research ideas saw the implications of 
changing price levels on the statement of accounts, and 
it is only just now that the professional work has 
caught the impact and influence of these ideas, and by 
discussions with industry is seeking to bring them into 
practical effect. On the other side of the subject can 
be seen the influence of accounting forms in the 
publications on national income and expenditure. 


NOTES AND NOTICES 


r Personal 


" Messrs Howarp, Harrison & Co, Chartered 
Accountants, of Permanent Chambers, Piece Hall 
' Yard, Bradford, announce with regret the sudden 
death of their principal, Mr WALTER Howe, A.C.A., 
on Monday, November roth, at the age of 61. Mr 
Howe was admittec an Associate of the Institute in 
1928 and became a partner in the firm with the 
, late Mr Евер HARRISON, F.C.A., in 1934. 
Messrs Maurice Согемр & Co, Incorporated 
Accountants, announce that as from December 2nd 
' their offices will be removed from 6 Whitehall 
Mansions, Elderfield Road, Clapton, Es, to 146 
Oxford Street, London, Wr. Telephone Langham 
„ 7491-2. 
. Professional Notes 
Mr Е. G. Turner, M.C., Е.С.А., a partner in the firm 
of Hartley Turner & Son, Chartered Accountants, of 


Manchester, and a member of the Council of the 
Institute, has joined the board and been elected 
chairman of Bowmans Chemicals Ltd. 

Mr C. W. S. Temple, F.S.A.A., a partner in the 
firm of Clifford Towers Temple & Co, Incorporated 
Accountants, of London, has joined the boards of 
Berkertex Sales and the companies associated with 
the Berkertex group. 

Mr N. D. Grundy, F.c.a., a partner in the firm of 
Everett, Morgan & Grundy, Chartered Accountants, 
of London, has been appointed an additional director 
and elected chairman of Barclay and Sons Ltd, 
manufacturing chemists. 


Imperial Chemical Industries Ltd announce that 
Mr J. L. Armstrong, B.A., A.C.A., formerly treasurer 
of the company, has been appointed a director. They 
also announce that Mr A. J. Steward, M.C., A.C.A., 
has been appointed a deputy treasurer; Mr H. L. H. 
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Smart, C.A., has been appointed chief accountant; 
Mr W. Reid, c.4., and Mr 5. W. Weysom, A.C.A., 
have been appointed assistant treasurers; and Mr 
C. M. Jennings, A.C.W.&, has been appointed 
assistant accountant. i 


In Parliament 
Untaxep INTEREST: NOTIFICATIONS 

Mr HoucnroN asked the Chancellor of the Exchequer 
how many notifications of untaxed interest have been 
made to the Inland Revenue under the provisions of 
Section 27, Finance Act, 1951; in how many cases 
under-assessment has been discovered; and how man 
cases still remain to be dealt with. 

Mr Bovpb-CanPENTER: Up to September 3oth, 
1952, rather over one million notifications have been 
feceived. Some 700,000 have so far been examined, 
and under-assessment has been discovered or is 
suspected in about one-quarter of the cases. About 
45,000 cases of under-assessment have been settled. 


Hansard, Nov. 14th, 1952. Written Answers. Col. 103. 
POST-WAR CREDITS 


Major Hicks Велсн asked the Chancellor of the | 


Exchequer whether he will consider setting up a 
scheme for the immediate repayment of income-tax 
post-war credits to all those in receipt of disability 
pensions, regardless of age or circumstances. 

Mr Воур-САКРЕМТЕК: The question of paying 
post-war credits to either general or particular classes 
of taXpayers is one of the matters which my right hon. 
friend will consider when framing his Budget 
proposals. 

Hansard, Nov. x4th, 1952. Written Answers. Col. 103. 


AGRICULTURE: BANK ADVANCES 


Mr BossoM asked the Financial Secretary to the 
"Treasury if he is aware that it takes approximately 
three times as much capital now to finance a farm 
than it did before the war; and what steps he proposes 
to aid farmers so as to avoid good farms falling back 
in production due to the difficulty of obtaining credit. 

Mr Bovp-CanPENTER: My right hon. friend has 
taken steps to make it clear to the banks that in 
applying their advances policy they should give full 
weight to the importance of agricultural production. 
I am confident that the banks are co-operating fully 
in carrying out the Government's policy in this 
respect. 

Hansard, Nov. 20th, 1952. Written Answers. Col. 186. 


' "Restrictions on Danish Assets in United 
Kingdom Removed 


Control over money and property in the United 
Kingdom of persons in Denmark has been removed 
by a Board of Trade order. 

The order removes control exercised under the Trading 
with the Enemy Act, 1939, and orders made thereunder, in 
respect of money and property which came under such 
contrcl solely because the owner was resident or carrying 
on business in Denmark. The order, however, does not 
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w:thout supplementary action affect the position of such 
of the money or property as has been actually paid to or 
vested in a custodian of enemy property, or has come under ; | 
the control of an administrator of enemy property. | Је 

Money and bank balances held by bankers to the order of- 
a custodian in respect of persons in Denmark will im- 
mediately be released by the custodians of enemy property. 
to the United Kingdom banks for the credit of the original 
account holder, except in cases where the holder or any of 
the joint holders has died, when further legal formalities 
are required. 

Application for the release of other Danish money and 
property returnable to the owner should be made to the 
Administration of Enemy Property Department (Branch 4), 
Lacon House, Theobald s Road, London, WC1, accompanied 
by 2 mandate authorizing the custodian to pay or transfer . 
to a bank or other nominee in the United Kingdom. 

Company secretaries, registrars, and others concerned 
with the halding or managing of property or with the 
transfer of securities or other properties of persons in 
Denmark should note that no authority for such activities 
is now required under trading with the enemy legislation. 


The name of the order giving effect to these 
changes is the Trading with the Enemy (Enemy , 
Territory Cessation) (Denmark) Order, 1952, (S.I. ™ 
2012, 1952) price 2d. It came into operation on 
November 21st, 1952. 








Approved Auditors: Friendly Societies 


The Registrar of Friendly Societies has issued a 
supalementary list of approved auditors, giving the 
names of 212 new appointments and the names of 
forty-five whose appointments have been discon- 
tinued. | 


The Universities and the Accountancy 
Profession 


Following a meeting of the London Lecal Joint 
Committee held recently at the London School of 
Economics, members of the committee were invited to 
meet the students reading for the approved degree . 
and -he part-time lecturers taking part in the scheme. 

After a period of informal discussion, during which 
refreshments were served, Mr Lawrence W. Robson, 
F.C.A., F.C.W.A., chairman of the London committee, · 
gave a short talk on ‘The contribution of the account- 
ant to increased productivity'. At the conclusion of 
this telk two short films, illustrating the advantages of 
meckanical handling, were shown. 

The evening, which was the first of its kind, was 
an ur:doubted success and it is hoped that the meeting 
may 2e an annual event. 


The Chartered Accountant Students’ Society 
of London | 


An ‘Articled Clerks’ Parliamént’ meeting will be held 
next Tuesday, under the chairmanship of Mr E. G. 


A team consisting of a principal, a newly qualified 
man and two articled clerks will support the chairman 
in opening the discussion of subjects brought before = 
the meeting, and members are asked to raise for - 
consideration any matters affecting the Students' 
Society, conditions of service under-articles, and the 
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profession generally, but not queries. arising out of 
text-book studies. 
-` The objects of the meeting are to give members 
" the opportunity to take part in the deliberations of 
“their own professional body and to bring up for 
discussion, and the exchange of views, subjects 
which are of importance in the professional life of 
articled clerks. Discussions at these meetings help 
the committee to know the feelings, opinions and 
difficulties of members and it is hoped that members 
of all shades of opinion will attend and express 
their views. | 
‘The meeting will be held at 5.30 p.m. at Winchester 
House, Old Broad Street (corner of London 
Wall), EC2. 


The Institute of Cost and Works Accountants 
MANCHESTER BRANCH DINNER 
The Manchester and District Branch of The Institute 
ў. of Cost and Works Accountants held a dinner and 
dance at The Midland Hotel, Manchester, on Novem- 
ber 18th, when members and guests numbering more 
than two hundred and fifty were received by the 
President of the Branch, Mr J. Borsay, F.c.w.a., and 
Mr S. C. Tyrrell, F.c.w.a., F.LI.A., President of the 
Institute. The principal guest was Sir Cuthbert B. 
Clegg, J.P., chairman of the Cotton Spinners’ and 
Manufacturers’ Association, and other guests included: 
Mr C. A. Cheetham (Managing Director, Ferguson Pailin 
Ltd); Mr A. T. Eaves, M.M., F.S.A.A. (President, Incorporated 
Accountants’ Society of Manchester and District); Mr T. M. 
Robson, F.A.c.c.a. (Secretary, Manchester and District 
Society of the Association of Certified and Corporate Account- 
*- ants); Mr E.G. Turner, m.c., F.c.a. (President, Manchester 
Society of Chartered Accountants); and Mr W., E. Mason, 
M.C., F.I.M.T.A. (City Treasurer of Manchester). : 
Three past presidents of The Institute of Cost and 
Works Accountants ~ Мг Roland Dunkerley, J.P., 
м F.C.W.A., Mr W. Walker, F.c.w.4., and Mr C. W. 
Summers, F.C.W.A. – all of whom have been for many 
years associated with the Branch, were also present. 
The toast of ‘The Institute of Cost and Works 
Accountants’ was proposed by Sir Cuthbert Clegg, 
who said that he himself had been to the United 
States to inquire into costing and other techniques 
-used by Ar«erican manufacturers, and he paid tribute 
to Mr Ian T. Morrow, C.A., F.C.W.A., a member of 
the Institute's Council, and Mr Stanley J. D. Berger, 
M.C., Е.С.1.5., the Director of the Institute, who were 
leader and secretary, respectively, of the Management 
Accounting T'eam which visited America. 
Mr Tyrrell, in responding to the toast referred to 
the fact that Sir Cuthbert Clegg had recently been 
appointed a member of the British Productivity 
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Council, and went on to express his pleasure at the 
revival by the Manchester Branch of its annual 
dinner. . 

The toast of "The Guests and Kindred Societies’ 
was proposed by Mr J. Borsay, F.c.w.a., who 
welcomed the presence of representatives of the 
kindred societies and referred to the Manchester 
Society of Chartered Accountants, saying that this 
body had been founded in 1871 and was thus in fact 
senior to its parent body. Manchester, he said, could 
well claim to have played an important part in the 
development of the profession. Mr Turner responded 
on behalf of the guests. 


Royal Statistical Society 
INDUSTRIAL APPLICATIONS SECTION | 

The 1952-53 programme of meetings of the рго- 
visional Leicester Group of the Royal Statistical 
Society’s Industrial Applications Section commences 
on December 4th and the Hon. Secretary of the 
Group informs us that any readers in the Midlands 
area who may be interested are welcome to attend. 
The meetings are as follows: 


Thursday, December 4th: ‘Statistical methods in the hosiery 
industry’, by Mr A. Glaskin, B.sc. 

Thursday, January 29th: Dr H. O. Hartley — title of 
lecture to be announced. 

Thursday, February 26th: “The use of statistics in consumer 
research’, by Mr P. Harper, B.sC.(ECON.). 

Thursday, March 12th: “The uses of snap observation 
methods in a factory’, by Mr K. Boyd, M.A., G.I.MBCH.E, 
All these meetings will be held at the Leicester 

Colleges of Art and Technology, Newark. Street, 


Leicester, and will commence at 7.15 p.m. 


'The Association of Incorporated 
Statisticians Ltd 


A meeting of the Association was held on Friday 
evening, November 21st, when Professor R. G. D. 
Allen, O.B.&, gave an interesting address entitled 
‘The index of retail prices’, to which we refer 
in a leading article this week. Further meetings of 
the Association have been arranged to take place 
as follows: 


January 2nd: 'Aspects of random sampling for a com- 
mercial survey', by Mr F. Edwards. 

January 30th: "The statistical function in a distributive 
organization’, by Mr N. C. Turner. E 
February 27th: ‘Correlation for the non-mathematician’, 

by Miss Joan Keen. 
March 27th: ‘Census of distribution’, by Mr J. I. Mason. 
April 24th: ‘Statistical computation, and electroni 
machines’, by Mr B. B. Swann. 7 


All these meetings will be at the Institute of 
Physics, 47 Belgrave Square, London, SW1, at 6 p.m., 
preceded by tea at 5.30 p.m. 


& COMPANY 
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Chartered Accountants’ Hockey Club 
MATCH WITH CHARTERED SURVEYORS 


In their first game against the Chartered Surveyors, 
on Wednesday, November sth, the Chartered 
Accountants won a very evenly contested game by 
three goals to one. 

The Chartered Accountants were represented by: 

Goal: J. S. Kinross (Old Aldenhamians), Backs: D. A. 

Tripp (Surbiton); A. E. Day (Harrow). Halves: J. D. 

Liggatt (Broxbourne) (Captain); E. J. Yates (Rickmans- 

worth); W. L. Rowland (Purley). Forwards: C. L. 

Metcalfe (Brighton); I. R. Inglis (Richings Park); M. 

Holloway (Reigate); C. J. Stewart (Dulwich); E. H. Head 

(Burgess Hill). 

MATCH WITH THE Law SOCIETY 
The Chartered Accountants won their opening 
match of the season against the Law Society on 
- October 22nd, at Richmond, by 2 goals to 1. 

In a game in which a number of county. players 
played Тог both sides, the hockey was of a high 
standard and played at a fast pace. It was the first 
victory for the Accountants since the inception of 
the games with the Law Society, who have won 
two of the four matches so far played – the third 
being drawn. 

The Chartered Accountants’ side was as follows: 


Goal: D. B. Jacques (Dulwich). Backs: P. Boobbyer 
(Wimbledon); M. R. Т. Lowth (Southgate). Halves: 
P. C. Kay (Hampstead); C. F. Dashwood (Richmond); 
R. D. Wright (Cheam). Forwards: J. F. Hutchinson 
(Tulse Hill; I. S. S. Ferris (Hawks); D. G. B. Knight 
(Mid-Surrey); R. A. Myers (Beckenham); R. L. Bristow 
(Hampstead). 


East Anglian Society of Chartered Accountants 
A golf competition arranged by the East Anglian 
Society of Chartered Accountants was held in fine 
but windy weather at Hunstanton on Saturday and 
Sunday, October 25th and 26th. Matches during the 
two days were played under Stableford scoring and 
the results were as follows: 


Stableford Bogey 
F. Green А е ks N .. 30 points 
H. C. Staines .. y ss РР .. 290, 
Н. Lemmon : ig. 29 45, 
R. A. Waller 16 ,, 
W. Е. Page 23. 4 
R. C. Blows 20 p 
L. J. Moore ЕС Sk 4 .. 20, 
G. G. Youngs .. En P га А FILS Gs 
А. S. H. Dicker 23 EM 19, de, “IB? 55 
Foursomes 
H. C. Staines and R. А. Waller -. 34 points 
H. Lemmon and А. S. H. Dicker .. on BF 45 
H. 6. J. Foulger and G. 6. Youngs пе. 27: 45 
F. Green and L. J. Moore wa sez 200. 2s 
R. C. Blows and W. F. Page.. 2s 9 i oy 
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3 Stableford Bogey 

G. G. Youngs vs n +). ae 32 points 
H. Lemmon .. oe x m ке 32* gs 

F. Green a M ak - e 2 , x 
R. A. Waller .. M T ^ ex 734. «+ 
R.C.Blows .. "m P ip san AA Uu 

L. J. Moore .. oe s is e 024 yy 

А. S. H. Dicker 5: vs no 19» 


During the meeting members agreed that an effort 
be made to arrange matches in the spring and the 
hope was expressed that more of the many golfing 
chartered accountants in*East Anglia would contact 
Mr H. Lemmon, F.c.a., of King’s Lynn, in order that 
the Society might have more players to call on and 
be able to meet teams of varying strength. 


Recent Publications 


Tue EIGHTH AND NINTH SCHEDULES TO THE COMPANIES 
Act, 1948, by E. Harman, a.c.1s. 36 pp. 84x sd. 4s ба 
ret. Original Publications Co, 11 Kingley Court, Lon- 
don, Wi. 

THa TAXATION or CORPORATE INCOME IN CANADA, by ¢ 
J. Richards Petrie. xvíi -- 380 pp. 9 x 6. $7 net. Univer- 
sity of Toronto Press, Toronto; 55s net. Geoffrey 
Cumberlege, London. 

Tue A.B.C. or Income Tax Ветокм Making, by 8. С. Н. 
Smith. 304 pp. 8 х s, limp cloth. 8s 6d post free. 
Advertiser Press Ltd, Huddersfield. 

REGISTER OF SURVEYORS, LAND AGENTS, AUCTIONEERS AND 
ESTATE AGENTS, 1952. liii + 1126 pp. 10 X 61. £2 post 
free. Thomas Skinner & Co (Publishers) Ltd, London. 

Tue INSTITUTE OF ACTUARIES YEAR BOOK, 1952-53. xv + 
355 pp. 84 X 54. 3s net. Cambridge University Press, 
Landon. 

EXCHANGE AND TRADE CONTROL IN T'HEORY AND PRACTICE, 
third edition, by H. E. Evitt, в.в. viii + 208 pp. 7$ X 5. 
20: net. Sir Isaac Pitman & Sons Ltd, London. 

HANDBOOK ON THE FORMATION, MANAGEMENT AND WINDING 4, 
UP ОР Јогчт Stock CoMPANIES, by Sir Francis Gore- 
Browne, M.A., K.C.; Forty-first Edition by Philip James 
Sykes, M.A., Barrister-at-Law, L. J. Morris Smith, 
Barrister-at-Law, Oliver Smith, Barrister-at-Law, and 
Stanley Borrie. суп +996 pp. 10 X 6. Three guineas net. 
Jordan & Sons Ltd, London. 


TAXATION REPORTS 


IMPORTANT SERVICE TO PRACTITIONERS 


These advance reports, published by Gee & Co (Publishers) Ltd, in collabore 
ation with Taxation Publishing Co Ltd, have the following advantages: 
Керог-‹ of every English case are posted to subscribers as soon as possible 
after the transcript of his Judgment has been approved by the Judge and is 
availatle ye EVERY Income-tax, E.P.T., profits tax, stamp duty, and death 
duty Jucgment In the English and Scottish Courts is reported ye The reports 
are accredited for citation in Court, and are prepared by Mr N, E. Mustoe, 
Q.C. ye The reports include full reports of the judgments wich defailed 
head-noces 3 A title and subject Index Is provided at the end of the year 
оп conapletion of each volume. 


Annual Subscription 30/- post free 
GEE & COMPANY (PUBLISHERS) LIMITED 


27-28 BASINGHALL STREET, LONDON, EC2 MONARCH 5347-8 . 
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HOSPITAL COST ACCOUNTING 


Hospital Fund for London and the Nuffield Provincial 
Hospitals Trust to undertake a complete unit costing of a 

small number of representative London and provincial hospitals, 
the results of the analysis to be the subject of a joint report by 
the two bodies. 

The Fund and the Trust uod to undertake the investigations, 
and a number of appropriate hospitals agreed to co-operate. 

The method of carrying out the work, however, differed in 
that the Fund was desirous of having an open mind on the most 
appropriate system until its investigations were completed, 
whereas the Trust had already been conducting experiments in 
standard costing in the Radcliffe Infirmary, and considered that 
it could: make the most useful contribution by beginning with a 
study of the applicability and effectiveness of this system in 
various types of hospital. 

The Fund set out to supply answers to two tedon 

(a) Is a costing system applicable to hospitals? 

(b) If a costing system is applicable, what is the most appro- 

priate system to adopt? 

It was decided that a costing system was applicable, and the 

Fund designed and installed experimental systems of different 


ЈЕ May 1950 the Minister of Health invited King Edward’s 


.types. After a period of supervision, the system considered to be 


most appropriate was selected. 


The Trust, as a result of investigations made originally to ’ 


assist a research team studying the functions and design of 
hospitals, had instituted a departmental costing system at the 
Radcliffe Infirmary, and its experience there led to the thought 
that appropriate cost accounting methods might improve financial 
control of hospitals in various ways and, more particularly, to 
obtain answers to these questions: 
(a) Whether some system of departmental costing. in hospitals 
would be a valuable aid in financial control. б 
(5) Whether the cost of running а costing system ‘in hospitals 
would be justified. "n Е 
(с) Whether departmental costing would afford a method for 
the allocation of funds on a block-grant system by the 
Ministry or the regional hospital boards. 
(d) The extent to which the technique of standard costing as 
used in industry would have to be modified to suit hospital 
· conditions. | 
Reports have been produced by both bodies,! together with a 








1 Report on Costing Investigation for the Ministry of Health; King Edward’s 
Hospital Fund for London, 1o Old Jewry, London, EC2. 6s net; 7s post free. 
Report of an Experiment in Hospital Costing; Nuffield Provincial Hospital Trust, 
12 and 13 Mecklenburgh Square, London, WC1. 5s net: 5s 6d post free. 
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joiat statement which is reproduced elsewhere in 
this issue; they were mentioned in a Weekly Note 
_in our issue of last week. Because of the different 
approaches, each report has features not common 


to the other, but the principal recommendations ` 


are the same. 
Both bodies are ‘quite convinced that much 
more research work remains to ђе done, and 
indeed must be done, if, the control of hospital 
finance and cost is to be made fully effective. 
Caution is expressed, however, that the means 
do not become the object, and this is neatly 
expressed in the Fund’s report: 
‘It is the return obtained for expenditure and 


not the expenditure itself that is of vital import- 
‘ance, and the real problem of hospital finance, and 


its control, is to maintain productivity of expendi-. 


. ture at a maximum. A highly centralized rigid 
. financial control of one side only of the equation – 


payments — is thus quite inadequate and inappro- 


priate, as, under it, succéss comes to be measured 
more by the degree to which expenditure is kept 
within the defined limits, than by. the return 
. obtained for the expenditure." 


Apart from the accounting. methods now in 
„use, the system of providing hospital funds on a 
rigid annual basis, with no permission to "transfer 
savings under one: head to excesses under 
another, nor for the carrying forward of unspent 
balances to a subsequent financial year, has been 
"Shown from experience to encourage extravagance. 
` It seems abundantly clear that the present 


system of control, with its insistence on a cash 


payments basis rather than that based on actual 
‘expenditure, and its rigid strait-jacketing, renders 
most difficult if not frequently impossible the 
work of the regional boards in providing services 
where, and to the extent to' which, they are 
required. Both reports express the hope that the 
adoption of a system of departmental accounting, 
based ona properly designed: and controlled 


system of budgets, may lead to a system of block ` 


grants to regional boards, with much greater 
freedom to those boards in allocating funds to 


rather than past experience. 

While few hospital boards would ВЕ admit 
that their problems were akin to those of industry, 
or vice versa, there must be many points of extreme 
similarity, and the approach to the problein і from 
the. view-poirit that has been adopted in industry 
with conspicuous: success, namely, what is the 
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object in view? what service is it that is being, at. 
least, attempted, to be rendered? and what ex- 
penditure does that necessitate? would, without _ 
any doubt whatever, appear to be the right one. 

The Trust in its Teport, goes further than the 
Fund on the question of standards and the use 
of standard costs. Much experimenting has been 
done, and the 'Trust considers that the ultimate 
yard-sticks will come through the use of standard 
costs. ''he Fund, however, appears to have some 
doubts whether satisfactory standards are really ' 
capable of determination in respect of something 
so indeterminate as the treatment of patients, 
who are seldom, if ever, standard. 

Both reports devote ‘considerable space to the 
determination of units of cost, and give sugges- " 
tions as to what these ought to be. The Trust's 
report, probably because of its standard cost,” 


approach and longer research on this point, - 


contains more detailed suggestions, but the point 
that is really emphasized by both bodies is that 
departmental expenditures become more signiffi- 


. cant when elated to volume.of work performed. 


"This is well understood in industry and the 
budgetary control and standard cost technique 
there used closely relates permissible expenditure 
to volume of work performed; or (in the case of | 
expenditure which is not responsive to work- ^ 
volume changes) computes the gain. or loss 
arising. 'The.hope is expressed that in hospital . 
control a similar technique can be developed so 
that the flexibility that is so clearly necessary 
can Le introduced. Where, for. example, ап. 
epidernic occurs, it would be absurd for a level 
of permitted spending to be held rigidly to some 
annual figure based upon a non-epidemic year, 
just as it would be equally absurd for a hospital 
board to’ endeavour to persuade a surgeon to 
speed up his appendix operations in order to 
achieve an over-recovery of fixed expense.  * 

‘While there are obviously many detailed points 


"of research to be carried out, we are firmly of the 
> opinion that the conclusions generally reached in 
individual hospitals, ‘in the light of us needs 


the reports are the cofrect ones, and more par- 


ticularly. that there should be a departmental . 


approach to the problem of financial control . 
"Phe budgeting and classification of éxpense de- 
partmentally, would unquestionably facilitate the ., 


` preparation of financial reports for the: individual 


heads of departments, thus making easier’ the 


„determination of responsibility for expéndituré 
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and its control in relation to carefully determined 
budgets and standards. .. 
The advantages to. be gained from-uniformity 


' of classification and presentation are obvious. 


There have been uniform systems of hospital 
accounting in use for many years, and while the 
Trust expresses some doubts on this point, the 
different nature of the hospitals should not 
prevent at least a high degree of uniformity and 
comparability between hospital and Hospital and 


- group and group, to be worked out. 


Many .points.of.detail are discussed in: die 
reports, particularly the two upon which the 


. Fund and the Trust'are not entirely agreed, 


> 


Li 


included in the joint statement. . 
The stages of introduction of the system would 
probably depend largely on. the nature of the 


| hospital concerned and the quality of its account- 


D 


pe 


ing staff; and would depend far less upon the 
precise nature of the system itself. The Fund 
envisages a Stage I followed by a Stage II, and 
ultimately à Stage III, *a progressively more 
detailed analysis. The Trust envisages a Stage II 
only, and does not consider Stage III, which 
provides,.for example, that a detail analysis for 


each individual ward should be obligatory. In 
deciding tl this point the answer must depend to a 


large extent upon the staff available, and it would 
perhaps be larger hospitals. which elected to pro- 
ceed with Stage III. It would appear to be a 
practical approach to accept the Trust’s view and 


make Stage ПІ, ат least for some time, an option. 


What is much more fundamental is the Fund’s 
view, .and one previously, supported by this 
journal, that the service department expenditure 
should be allocated over the patients' depart- 
ments, the object being to produce a complete 
cost of patients’ service. The Trust does not sup- 
port this. point of view, and’ considers that it 
should be done only when absolutely necessary. 
‘The view is expressed that the only real reason for 
making this allocation is for ministerial purposes, 
hospital control not being assisted: in any way. 

Thinking again of the industrial approach, it 


is a widely held view that no: allocations should 


be made which · have the effect of piling over- 
heads оп overheads, . ог, put another way and 
perhaps more forcibly, no allocations should be 
made which‘ necessitate making. arbitrary splits 
of actual expenditure, where the expenditure 
does not, о itself, split factually to departments. 
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The industrial approach is to make all arbitrary 
allocations at the budget stage purely for the 
purpose of setting up the necessary hourly rates 
required for cost recovery and price-fixing pur- 
poses, and thereafter to analyse expense only 
under its natural classification heading. 'lhis 
approach is a feasible one for a hospital, and the 
arguments used by the Trust would seem, on 
reflection, to carry force. If any allocation is 
required for any government or other purpose, it 
can be made as a separate exercise; there would 
seem to be no real purpose, either of internal 
control or comparison, why it need be routine. . 

Both reports discuss the question of deprecia- 
tion, interest on capital employed and interest on 
plant and equipment. It.is clear that the govern- 
ment method of accounting can give а. quite 
misleading picture of costs by excluding such 
factors, and there seems to be no doubt that 
depreciation, at least, should be included, even 
if only as a memorandum. No real comparisons . 
can. be. made between expensively equipped 
hospitals and others less up to date, unless depre- 
ciation. is. included as one of the expenses to be 
offset against reduced. staff or other savings. 
Difficulty may be experienced in finding. out 
what the equipment is, what it cost, how old it 
is and so on, but the attempt should. be made 
and only abandoned in the unlikely event of its 
proving quite unworkable. 

What is obviously uppermost in the minds of 
the investigators, and should be in the minds of 
hospital boards, is the use. to be made of the 
reports. It is little use producing ‘voluminous 
financial reports each month or each quarter if 
the recipients can do little about their contents – 
indeed, have no time to read. them. What is 
required i is the minimum of reporting to: give the 
maximum of effective control, and clearly the 


departmental:approach, based on budgets (in the 
true sense; not mere:statements of lump sums of 


estimates based on the previous year's expendi- 
ture plus a contingency allowance), with standard 
costs where appropriate, is the right one. 

The investigators are to be congratulated on 
the production of reports of great interest which 
have come to some far-reaching but quite definite 
conclusions, and which indicate clearly where 
more study is needed. It is to be hoped that the 
Ministry of Health will take early steps to imple- 
ment the recommendations they contain. 
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STOCK VALUATION 
CANADIAN APPROVAL OF LIFO 


valuation in computing profit for tax 

purposes has been shown to be possible in 
Canada as a result of a decision of the Court of 
Exchequer earlier this year. The case in question, 
Anaconda American Brass Lünited v. Minister of 
National Revenue (Canada Law Reports, (1952) 
Ex. C. R. 297) was mentioned at a public session 
of the Royal Commission on the Taxation of 
Profits and Income held on August 1st and 
reported in our issue of August 9th, 1952, at 
page 173. 

The company, a wholly-owned subsidiary of 
the American Brass Company, appealed against 
an assessment to Canadian excess profits tax for 
. 1947 made on the basis of a FIFO stock valuation. 
Its own accounts and computation, on a LIFO 
basis, had been rejected by the Revenue authori- 
ties in this connexion. 


The appellant produced copper and copper 
alloys in the form of sheets, rods and tubes, which 
it sold to customers for further manufacture. It 
did not trade in its raw materials as such and 
avoided speculation in them, seeking its profit 
purely in the charge for the processes it carried 
out, processes which were largely to the cus- 
tomer's order. In fixing selling prices it took in the 
raw material content at current cost to itself and 
it mztched its current purchases with its current 
sales so that its profits would not be affected by 
fluctuations of raw material prices. There was 
always three or four months’ stock in hand and 
production was at a fairly constant rate. The 
stock was of uniform quality and entirely free 
from physical deterioration so that the choice of 
the raw material for a particular job was deter- 
mined not by the date when the raw material was 
acquired, but by the degree of its physical 
accessibility among the other stocks. 

The company first adopted Liro for accounting 
purpcses in 1936 when it had a stock of some 
65 million pounds of copper which cost 7} cents а 
pound. The stock of copper at the end of 1947 
was some 78 million pounds. Of this, 65$ million 
pounds were valued at 74 cents a pound, while 
the additional 713 million pounds was valued at 


T» acceptance of the LiFO basis of stock 


: the prices paid for the first 71i million pounds 


purchased after 1936. 


The appellant company had not previously 
sought to have LIFO applied to its tax computa- 
tions in Canada. During the war, price control 
had prevented wide fluctuations so that the prac- 
tical difference between LIFO and FIFO had not 
been great. Removal of control had been followed 
by 2 sharp rise in raw material prices which had 
prompted the company to press for LIFO treatment 
for tax purposes. The authorities resisted the 
claira and contended for Firo valuation which 
showed the closing stock at about double the 
LIFO valuation, a difference of nearly two million 
dollers. : 

After distinguishing the three methods of Liro, 
FIFO, and ‘average’ (which was intermediate. 
between the two), the President said that none of 
them. assumed any particular order in the pre- 
sumed physical flow of goods; what mattered was 
the fiow of cost factors into and out of the inven- 
tory account. He mentioned a fourth method, 
namely the ‘specific identification’ method which 
might be appropriate in say a retail jewellery 
busiress where each individual item sold was in a 
sense unique and its cost was readily ascertain- 
able. The rrFo method, he said, was well suited 
to certain types of business and he instanced the 
liquor trade where the sale price of liquor sold in 
any year 'has nothing to do with the price of 
grain in that year but is related to the price of 
grain several years previously, depending on the 
age of the liquor'. On the other hand, where the 
product sold was necessarily made up of a number 
of different ingredients of differing age, as in the 
tobacco trade where crops of differing maturity 
were blended, the ‘average’ method was ideal. 
This also applied to an investment trust selling 
some of its securities. In short, the method of 
stock valuation must depend to a large extent on 
the nature of the business. He had decided that 
LIFO was appropriate to the business of the _ 
appellant company as most nearly accurately T 
showing its real profit, and he allowed the com- 


pany’s appeal. 
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INLAND REVENUE ORGANIZATION 


of the Inland Revenue were disclosed when 

its chairman, Sir Eric Bamford, K.C.B., 

K.B.E., C.M.G., and its accountant and comptroller- 

. dien, Mr R. L. Southern, gave evidence to the 
Committee of Publiz Accounts on the Revenue 
Departments’ Appropriation Accounts for 1950- 
51. These accounts were the subject of a leading 
article in our issue of January sth, 1952. The 
evidence in question was given on February 19th, 
1952, and has now been published in a Blue book.! 


* See interesting facts about the organization 


Fraud and Evasion 

, The Revenue drive to deal with fraud and evasion 
Y was one of the principal items of interest in the 
appropriation accounts and was the subject of 
another leading article in this journal on February 
23rd, 1952. Sir Eric said: that most of the 
£7,469,568 agreed zo be paid by defaulters as a 
result of investigations completed іп 1950-51 
had, in fact, been paid by February 1952. The 
back duty campaign was gathering momentum 
and was getting integrated with the normal work 
of the department. Those local tax offices which 
y} fell below the general standard in this respect 
were offices where the district Inspector was older 
or more troubled by illness or other difficulties. 
The other offices were ‘coping’. The Chief 
' Inspector of Taxes had told the chairman a few 
' days before that at least six quite small tax offices 
had totted up Дтсо,ооо each in back duty and 
penalties. The settlements in 1951-52, up to 
February 18th, 1952, numbered 3,816, on which 
-the total amount agreed to ђе paid was £7} 
| million. These included 1,435 cases, totalling 
£593,000 which had been dealt with by local 

| Inspectors under recently delegated powers. 
À member of the committee said' he assumed 
that penalties could not be recovered except as a 
i result of proceedings in court. Sir Eric explained 
| that the. amount to be paid as a penalty in an 
individual case was agreed with the taxpayer. If 
he did not like it he could insist on court pro- 
ceedings but in practice he did not do so. Asked 
whether he thought that the Inland Revenue 
9 officials were sufficiently firm in fixing the penalty, 
· Sir Eric said, ‘If you saw our back duty people 


t First, Second and Third Reports from the Committee of 
Public Accounts, Session 1951—52. H.M.S.O., £1 25 6d net. 





you would not need to ask that question’. 
All this of course was before the Finance Act, 
1952, and the new excess profits levy appeared 
with their fantestic complications. As the levy is 
supposed to bring in very much more, in a full 
year, than the comparatively meagre [7 or £8 
million which back duty can bring, it seems 
hardly likely that the back duty drive can still be 
gaining momentum, even if it has not been tacitly 
dropped. Of course it is always easier to collect 
money from the conscientious people who keep 
proper accounts than from the other kind. 


P.A.Y.E. Under-deductions 


As reported in our leading article of -February 
19th last, Pay-As- You-Earn underpayments of less 
than £15 for years prior to 1948-49 were written 
off in 1950-51 wherever the Inspector concerned 
was satisfied that the taxpayer was not currently 
liable and had no readily realizable resources. Sir 
Eric said that most of the trouble arose in the war 
years when Pay As You Earn was in its infancy and 
there was a great deal of movement of labour. As 
to subsequent years the department -was still not 
in a position to make a complete balance account 
of pay as you earn which would show the liability 
on one side and the way it was discharged on the 
other. Shortage of manpower made that impossible 
at the moment and some people thought it was not 
worth while in.any case. His department was 
trying to make a balance of underpayments from 
about 1949 and these would be dealt with in future 
under the ordinary. remission procedure. He 
agreed with a member of the committee that there 
were some marginal amounts of pay as you. earn 
which it was probably not economic to collect.. 
А member. of the committee put the case of a 
workman taking a job without any ‘papers’ 
(presumably form P.45) because for instance he 
had just come out of prison. How did such a 
man explain the absence of papers or recent 
earnings without revealing his secret? Sir Eric 
replied that this was a technical question beyond 
his ambit; he felt there was a regulation which 
coped with it but he did not know which it was. 
He was presumably referring to Regulation .17 
(6) and 19 (1) of the Income Tax (Employments) 
Regulations, 1950 (S.I. 1950, No. 453). 
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EXCESS PROFITS LEVY (CONTINUED) | 


. Section 38 (4) (a): Percentage of Average 

: Paid-up Share Capital | 

" А COMPANY can elect, for one (but not both) 

А“ the standard years chosen by it, to take 
a percentage of the average paid-up share 

capital in that year in lieu of the actual profit. This 

notional figure is then adopted as the profit 

and the computation proceeds as explained in 

Example 12 in last week’s issue. 

' ТЕ its directors have not a controlling interest 

at any time during the chargeable accounting 


period, the percentage is eight (Section 38 (4) (a)). 


If they have a controlling interest throughout 


the chargeable accounting period, this percentage: 


is increased by two, making ten in all. Control 
through part of the chargeable accounting period 
brings an increase of the appropriate proportion 
of two, e.g. control for half the period means a 


total percentage. of nine (Section 38 (7)). The 


logic, such as it is, of this concession rests on the 
fact that for the period of control the deduction 
for directors’ remuneration is restricted in the 
same way as for profits tax (see the issue of 
November 15th, 1952, pages 568, 569). As a 
very rough quid pro quo for this restriction, the 
company receives a slightly higher standard. Тһе 
effect of the restriction where a pure profit 
standard is chosen will be dealt with when we 
discuss the computation of profit. The question 
what constitutes controlling interest by the 
directors is the subject of several reported cases 
decided in connexion with excess profits duty, 
excess profits tax, or profits tax. 

In computing average paid-up share capital, 
bonus shares are included since there is no 
requirement in this connexion that capital be 
paid up in cash. Share premiums are also included 
(Section 66 (3)). | 

“The choice can be made for any individual 
chargeable accounting period. It does not affect 
the adjustments for capital subscribed or repaid 
after the standard ‘period, or the adjustments for 
under- or over-distributions of profit, but it 
may affect the adjustment for borrowed money 
since the company will be treated às having no 
borrowed money in the standard year for which 
the. election is made (Section 4o (1)). All these 
adjustments will be discussed later. 


Section’ 38.(4) (b): Percentage of Share Capital 
at end of 1946 or 1951 
If; for any chargeable accounting period, the 
company does not wish to choose either a pure: 
profits standard or the minimum standard, other 
alternatives remain. Under Section 38 (4) (b) it 
can substitute, for the average profits of two 
standard years, a percentage of its paid-up share 
capital as at December 31st, 1946 or 1951. Here 
again, bonus shares as well as share premiums: 
are included. The percentage is 10 per cent, with 
an increase of not more than 2 per cent for 
companies director-controlled during part or the 
whole of the chargeable accounting period, as { 
explained above. Where the latter date is chosen, 
adjustments for capital subscribed and repaid 
will of course be confined to the period after 
1951. Whichever of the two dates is chosen, 
the adjustments for undistributed and över- 
distributed profit and for borrowed money may 
beadected. — ^ ^ — | l ' 


_ Section 38 (4) (c): Percentage of Net Assets · 
at end of 1946 or 1951 ` `. 

А partly to the emphasis for the last decade: “ 
or sc on the ploughing back of profits, it may be 
that the capital actually employed by а company: 
greatly exceeds its paid-up share capital. Section: 
38 (4) (с), which was another afterthought, 
recognizes this by allowing the further alternative 
stancard of a percentage of net assets at the епі 
either of 1946 or of 1951. However, in this case 
the percentage is eight, instead of ten, with the 
usual increase -of 2 per cént for companies 
controlled. by their directors in the chargeable 
accounting period, as explained under р 
38 (4) (4) above. 

Tae repercussions of a Section 38 (4) (д 
standard on the adjustments for capital subse- 


‘quently issued or repaid, for over- and under- 


distrizutions of profit, and for-borrowed money; 
are the same as dapes of a Section 38 (4) (b) 
standard. $ 


© Eighth Schedule: Сорн of Assets 5 

t 
Where a percentage of net assets standard applies; : 
the Eighth Schedule lays down detailed-rules ‘as 
to how ‘net assets’ are to be arrived at, whether 
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at the end of 1946 or at the end of 1951. Paragraphs 
т to 5 deal with a paragraphs 6 to 9 with 
"liabilities. 

There is no requirement that the assets in 
question should be used in the business on the 
chosen date, or indeed at any time previously or 
since; it is enough that they belonged to the 
company on that date. In general, assets are 
valued:at the amount paid for them ‘in cash’ by 
the company (paragraph 4) but, for this purpose, 
where the company zave valuable consideration, 
the value of that consideration. is treated as 
cash (Section 66 (3)). 

Paragraph 1 applies special rules to assets 
which qualified for capital allowances under what 
is now Part X of the Income Tax Act, 1952, i.e. 

Sindustrial buildings, plant, mining assets, patents, 
and assets used for scientific research. Paragraph 1 
applies to them parazraph 5 of the 'Tenth 
Schedule, which directs how such assets are to 
be valued when they have been distributed in 
specie by. the company. The Tenth Schedule 
deals with the computation: of under- and over- 
distribution of profit and will be discussed in 
detail later. Briefly, the ‘residue’ of expenditure 
at the chosen date is to be taken as the value of 
industrial buildings and mining assets, and of 

Ycourse may Бе less than their cost to the company. 
For the remaining assets covered by paragraph 1 
of the Eighth Schedule, the value is the capital 

, expenditure unallowed, as computed under what 

, is now Part X of the Income Tax Act, 1952. 


~ 


Debts owed to the company аге to be reduced, 


by any tax allowance in respect of bad or doubtful 
debts (paragraph 2). The cost of property which 
was subsequently war-damaged is to be reduced 
"by any value payment (paragraph 3) and any 
_ excess. profits, tax. post-war refund, not paid at 
the chosen date, is to be treated. as an asset 


(paragraph 5 


Section: 38 O: Share Capital Issued or Repaid 
When, the standard profit has been computed as 
explained above, certain. adjustments have to be 
made to it as part of an élaborate attempt by the 
Act to ‘compare like with like’. Section 38. (2), 
which provides one of these adjustments, proceeds 
on: the basis that where additional capital is 
subscribed to a company, its standard should. be 
` increased so às to allow a reasonable return, free 
of excess profits levy, on the- additional capital. 
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Where capital is repaid, the converse is applied, 


-the standard being reduced by a reasonable 


return on the capital repaid. There are analogous 
adjustments where the company distributes assets 
to its shareholders otherwise than as a return of 
capital, and where there are changes in the 
amount of borrowed capital. None of these adjust- 
ments applies to a minimum standard. 

. Section 38 (2) applies where the company (а) 
receives any sum in cash in respect of any issue 
of share capital ‘thereof’; ог (5) pays any sum in 
cash by way of repayment of any of 'its share 
capital’. Section 66 (3) extends the meaning of 
‘cash’ for this purpose. Valuable consideration is 
treated as an amount of cash equal to the value of 
the consideration. This covers the case where a 
company issues shares in payment for business 
assets. Undistributed profits of the company 
which are applied in paying up bonus sharés aré 


not cash paid to the company.* 


Section 38 (2) applies where the issue or 
repayment takes place 

‘after the -beginning of the cindai years and 

before the end of the chargeable accounting period.’ 
It is simpler tc deal first with a transaction made 
after the end of the standard period .and before 
the beginning of the chargeable accounting period 
in question. In such a case, the standard is 
increased by a full 12 per cent of the cash received 
and decreased by a full 12 per cent of the cash 
repaid. The 12 per cent applies to a company 
which is not director-controlled at any time during 
the chargeable accounting Period in question. 
Director-controlled companies have the percent- 
age increased up.to a maximum of fourteen, 
depending on the proportion of the ‘chargeable 
accounting period during. which they 'are so 
controlled, as already explained. 

If the capital is increased half way T the 
Chargeable accounting period in question, it 
would be unduly: generous to increase the 
standard by a full I2 per cent of the increase, 
since that would in effect be allowing 24 per cent. 
Accordingly, proviso (ii) to Section 38 (2 pro- 
vides, in effect, that the. 12 per cent is to be ` 
reduced to the proportion for the part of the 
chargeable accounting period which follows the 
issue or repa; mede 


· (To be continued. ) 


i House of Cormons Oficial Bue Nol: 50r, No.. 100, 
Col. 1038. unu ws 
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LIFE ASSURANCE POLICIES 


UNDER THE MARRIED WOMEN'S PROPERTY ACT, 1882 | 


X 


by H. N. BEETLESTONE, LL.B. 


OLICIES of assurance effected under the 

provisions of Section 11 of the Married 

Women’s Property Act, 1882, have become 
a common and popular form of ‘settlement in 
recent years. The reasons for their popularity 
are many and include the provision of life assur- 
ance cover, an advantageous method of saving, 
tax benefits, and the fact that in appropriate 
cases the proceeds of such policies are not 
aggregated for death duty purposes with the rest 
of the estate of the settlor. 


Section 11 
Thé Married Women’s Property Act, 1882 (here- 
in referred to as the M.W.P.A.), was ‘passed some 
seventy years ago. Section 11 of the Act (re- 
enacting, with slight amendments, Section 10-of 
an earlier Act of 1870) contains provisions 
whereby: 

‘A policy of assurance effected i by any man on 
: his own life, and expressed. to be for the benefit of 
his wife, or of his children, or of his wife and 
children, or any of them, or by any woman on her 
own life, and expressed to be for the benefit of 
her husband, or of her children, or of her husband 
and children, or any of them, shall create a trust 
in favour of the objects therein named, and the 
policy moneys shall not, so long as any object of 
the trust remains unperformed, form part of the 
estate of the insured, or be subject to his or her 
debts: Provided, that if it shall be proved that the 
policy was effected and the premiums paid with 
intent to defraud the creditors of the insured, 
they shall be entitled to receive, out of the moneys 
payable under the policy, a sum equal to the 

‘premiums so paid. . 

During the first sixty years of the life of this 
section many such policies were written, but 
during the last ten years both the number of 
policies and the size of the individual policy 
have increased substantially, and the total sums 
assured thereby must now run into many millions 
of pounds. The intention of the present article 
is to give a short general outline of the scope and 
limits of the section, followed by some account 
of the advantages of a settlement by means of an 
M.W.P.A. policy in relation to matters primarily 
of interest to a financial adviser. 

Although an. accountant will be concerned 
mainly with the financial aspects of a proposed 
settlement, in advising on these it is important 


for him to have some background Йене of 
the section, so that his recommendations may 
not only accord with the wishes of his client but 
also be legally practicable. However, as the 
effect of every policy is governed by the precise 
wording of the M.W.P.A. clause inserted in that 
policy it cannot be too strongly recommended, 
especially where mitigation of death duties is the 
primary consideration, that legal assistance be. 
sought in connexion with the drafting of the 
clause. 
The Policy 


Although this article will deal exclusively with! 
life assurance policies as a matter of interest it. 
may be noticed that the section is not necessarily 
confined to policies of life assurance: Re Gladitz 
([:937] 3 All E.R. 173) (accident policy with 
death benefit). An endowment assurance policy 
is within the section: Re loakimidis Policy Trusts 
([1325] Ch. 403). In Griffiths v. Fleming ([1909] 
1 K.B. 805) it was held that where joint proposals 
had been made by a husband and wife, each on 
his or her own life for the benefit of the other 
within the meaning of Section 11, a joint policy y 
issued for the benefit of the survivor was within 
the section. 
The Beneficiaries 


The policy must be expressed to be for the benefit ` 
of the assured's husband, wife, or children, or 
of any of them. ‘The effect of attempting to intro- 
duce beneficiaries not within the scope of the 
section is usually that no trust is. created for the 
‘beneficiary’ who is outside the section, who 
therefore takes no interest in the policy moneys, 
but a trust under Section 11 will be created for 
those persons, or classes of person, within the 
section for whose benefit the policy is expressed 
to be effected: Re Clay’s Policy ([1937] 2 All 
E.R. 548). The section applies to a legitimated 
child provided the policy is effected after the date 
of legitimation and refers to the child specifically. 
or tc children generally. The position of adopted 
chilcren since Section 13 of the Adoption Act, 
1950, came into force, is uncertain. Prior to the 
Adoption of Children Act, 1949, it could be 
asserted that an adopted child was outside, | 
the scope of Section 11: Re Clay's Policy | | 
but it is possible that that decision has been 

modified in the case of policies effected after 
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‘December 31st, 1949, as a result of the 1949 and 
„19 50 Adoption Acts. 


Creation of the Trust 


The trust is created by endorsing a clause on 
the policy, a simple example of which is: 

‘It is hereby declared that under the provisions 
of the Married Women’s Property Act, 1882, this 
policy is issued for zhe benefit of the wife of the 
life assured.’ 

Everything depends on the actual wording of 
the clause, as in the end most problems resolve 
themselves into questions of the construction of 
an actual clause on aa actual policy. An example 
‘is the position of second and subsequent wives. 
In Re Griffiths ([1903] 1 Ch. 739) the assured 
effected a policy 
V. ‘for the benefit of his wife or if she be dead be- 
tween his children in equal proportions’. 
‘It was held that the clause as worded did not 
include a wife married subsequently, the words 
‘or if she be dead’ showing an intention to include 
only the assured’s then living wife, but the clause 
did include all children, including those by a 
subsequent marriage. In Re Browne ([1903] 
1 Ch. 188) where the assured effected the policy 
‘for the benefit of his wife and children’, it was 
held that the clause extended to a second wife 
and subsequent children. One of the points 
‘decided in Re Parker’s Policy ([1906] 1 Ch. 526) 
was that a wife married subsequently was within 
Section 11. 

The interest taken by beneficiaries may be 
vested or contingent, again depending on the 
wording of the clause in the policy. This is, of 
course, a matter of importance in connexion with 
death duties. The life assured is not within the 
section but if all contingent interests fail,.and 
there аге no interests which have vested, there 
is probably a resulting trust in his favour, but, 
as will be seen later, this is not yet certain. 


The Advantages of M.W.P.A. Policies 

1. The proceeds of the policy form a separate 
estate of the assuzed and, provided the assured 
never had an interest in the policy, are not liable 

‘to be aggregated with the rest of the assured’s 

estate for the puzpose of assessing the rate of 

estate duty payable. 

Any property in which the deceased never had 
an interest is not aggregated with his other 
property, but is treated as an estate by itself and 
estate duty is levied at the proper graduated 
rate on the principal value thereof. (Finance 
Act, 1894, Sectien 4.) 
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Nature of Beneficiaries’ Interest 


If a policy is effected for the benefit of a named 
spouse then, in the absence of any contrary inten- 
tion being shown by the clause on the policy, 
the spouse takes an immediate vested interest: 
Cousins v. Sun Life Assurance Society ([1935] 
Ch. 126). It was held in Re Collier ([1930] 
2 Ch. 37) that where a policy was for the benefit 
of the wife without naming her, any interest 
she may have will terminate on her death before 
the assured, there being a resulting trust for the 
husband. But this case was decided on a policy 
under the differently worded Section ro of the 
1870 Act and in Cousin's case the Court of 
Appeal disapproved of it in so far as it was not 
consistent with that decision. However, in Lort- 
Williams v. Lort- Williams ([1951] 2 All E.R. 241) 
certain observations of the lords justices show 
that.there is clearly some difference between the 
effect of a clause where the wife is named and 
one where she is not named. But whether, if the 
wife is not named, there is a resulting trust for 
the assured, is not certain: in Lort-Williams v. 
Lort-Williams at first instance Wallington, J., 
held that there was, but the Court of Appeal did 
not find it necessary to decide that question, and 
both Somervell and Hodson, L.JJ., expressly 
reserved their opinion on the point. 

It therefore seems that, if it is desired to achieve 
non-aggregation, the only safe course is to rely 
on Cousins v. Sun Life Assurance Society and to 
indicate the beneficiary or beneficiaries to take 
by name. 

If a named beneficiary dies and the assured 
takes an interest in the policy moneys under the 
will of the nominee, or under the rules of in- 
testacy, on the death of the assured the policy 
moneys will be aggregable. However, where the 
nominee is an infant child it is not thought that 
the possibility that the assured might have taken 
a beneficial interest on intestacy, had the child 
died a minor, is sufficient to defeat non-aggrega- 
tion should the assured die first. For the assured’s 
right to a beneficial interest would not have arisen 
under the terms of the settlement (the child’s 
interest was vested and absolute) but under the 
general law relating to the distribution of a 
minor’s property on his death intestate. 

Generally, the effect of naming a child in the 
clause is the same as that of naming a spouse. 


- Where the clause is іп favour of children 


generally the persons entitled to take cannot 
be ascertained until the death of the life 
assured, and may include the children of one or 
more marriages. 
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Protection from Creditors 
2. The proceeds of the policy cannot be taken 
‘(so long as any object of the trust remains unper- 
. formed) for payment of the debts of the assured. 


- The trust created under Section 11 cannot 
be avoided under Section 42 of the Bankruptcy 
Act, 1914. In Holt v. Everall ([1876] 2 Ch.D. 
266) (a decision under the Bankruptcy Act, 
1369, and the Married Women's Property Act, 
1870) the husband insured his life and paid one 
premium. After the 1870 Act was passed he sur- 
rendered the policy and received a new policy 
at the same premium, for a sum payable to the 
séparate use of his wife if she survived him. 
He was at the time in financial difficulties. It 
was held that the insurance must be taken as 
effected after the passing of the Act of 1870, and 
even if the premiums were payable out of his 
own money the policy moneys went to the widow. 
' The farthest the creditors can go is laid down 
in Section 11; if they can prove that the policy 
was effected and the premiums paid with intent 
to defraud them they can recover a sum equal to 
the premiums paid out of the policy moneys. 


The Life Assurance Áspect 


3. Although i in order to set up a strict settle- 
ment of realty or a trust of personalty some initial 

' capital is necessary, to provide for a substantial 
trust fund by means of a life assurance policy only 
comparatively small annual payments are needed. 


The whole life without profits assurance rates 


of premium of the leading life assurance com- : 


panies vary, but at age 40 next birthday are 
about £2 10s per cent. Thus for a healthy man, 
aged 40 next birthday, to provide а trust fund of 
£19,000 on his death, annual premiums of about 
£250 will be necessary for the rest of his life. 
Obviously larger or smaller funds can be created 
at approximately proportionate cost. 

4. Income-tax relief within the statutory limits 

can be claimed on the premiums paid. 


The present reliefs are contained in Sedona 
21g and 226 of the Income Tax Act, 1952. The 
life assured can, under Section 219, claim a 
deduction from the amount of income-tax with 
which he is chargeable equal to tax at two-fifths 
of the standard rate on the amount of any life 
assurance premiums paid by him. The deduction 
is subject to the following limits: 


(i) a total maximum of one-sixth of the total 
income (Section 226 (1)); 


(ii) the relief not exceeding the amount of tax 


-at the appropriate rate on ah amount equal 
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to 7 per cent of the actual capital sumi | 


| assured (Section 226 (2)). 


Thus in the illustration given above, if full 
reliefs can be claimed, the effective cost of a 
£10,000 policy is reduced to a little over {200 
per annum. i 


The Investment Aspect 
5. If an endowment assurance is effected, then 
(apart from all other considerations) it .is an 
ettractive investment because of the high interest 
yield on the premiums paid. 


If an endowment assurance policy for £ 10,000 
without profits, payable at the end of twenty-five 
years or at the previous death of a healthy life 
aged 40 next birthday costs £355 per annum, the 
effective cost is, after income-tax relief, reduced 


to £287 11s per annum; £287 115 per annum, 


wil! amount to £10,000 at the end of twenty-five 
years if accumulated at 28 per cent net. This is 


"equivalent to a gross rate of 5 per cent per 


anaum where income-tax at the standard rate of 
gs 5d in the £ is payable. For a with-profits 
policy the yield is even more attractive. — ; 
6. If a trust fund is set.up by way of absolute 
gift the capital is liable to aggregation should.the 
settlor die within five years: but the proceeds of 
. an M.W.P.A. policy, if пов аше at all, are 
not aggregable from the outset. . 


. Property passing on the death of a deceased ^ 
person is deemed to include property taken under 
a voluntary disposition made by the deceased 
purporting to operate as an immediate gift inter 


vivos, whether by ‘way. of transfer, delivery, ^ 
i déclaration of trust, or otherwise which has not 


been made bona fide within five years or more 
before the death of the deceased (Customs and. 
Inland Revenue Act, 1881, Section 38 (2) (a); 
Finance Act, 1894,. Section 2 (1) (c); Finance 
(1909-10) Act, 1910, Section 59 (1); Finance 
Act, 1946, Section 47.) 

- But, as- indicated above, the clause on the 
policy may be so drafted as to. bring a policy 
effected under Section 11 of the M.W.P.A. into 
the category of property in which the deceased 
never had an intérest, and thus within Section 4 
of the Finance Act, 1894. For this to apply a 
new policy must be effected from the outset. 
Although it is possible to bring an existing policy 
effected Ђу the assured on his own life within 
the provisions of Section 11.by subsequent 
endorsement, if this is done, then, although the: 
trus- is constituted and the policy moneys form. 
a separate estate, the policy is not property in 
which the deceased never had an interest. > . 


kd 
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WEEKLY NOTES 


‘Dollar Surplus Increases 
The gold and dollar surplus of the sterling area in 


"November was the test since March 1951. It was 


128 million dollars compared with 82 million dollars 
in October and 13 million dollars in September. In 
consequence, the gold and dollar reserves of the 
sterling area recovered. to 1,895 million dollars 
against a low point of 1,672 million dollars at the end 
of August last. 

There was also a substantial surplus last month 
with the European. Fayments Union of £39 million, 


_the highest recorded since October 1950. This sur- 


plus takes Britain's eccount with E.P.U. beyond the 
point where it received settlement fully in gold. At 
this stage about 7o per cent is receivable in gold and 
30 per cent by the reduction of book debts. 

'The surplus of 128 million dollars is in fact made 
up of these elements. First, there was a receipt of 
27 million dollars as defence aid from the United 
States. Second, 5 million dollars was received as a 
final payment under the Katz-Gaitskell arrangement 


. for reimbursing this country in dollars for allowing 


debts in E.P.U. to be settled in sterling. Finally, there 
was 96 million dollars received from settling the 
October position in E.P.U.- 

This probably means that during November the 


'' balance with the dollar area showed a small surplus – 
' something in the region of ro million dollars. The 


overall balance in this case will look like this: 





(In millions of dollars) 
Current 
; d 
1952 phan 
dollar aid 
: balance 
July. ae — 7 
. August + xo 
September . — 9 
< October + xo 
;. November .. о 





` * Including amounts received under Katz-Gaitskell agreement : $5M. in 


$ . November and $37M. in July. 


F.B.I. and B.E.C. 


' Reports have now been confirmed that there is a 


`2 move on foot to amalgamate the Federation of British 


Industries and the British Employers’ Confederation. 


` Agreement to the principlé of amalgamation seems to 


. have been reached but there is a good deal of work to 


be done on е. legalities, on the administrative side 
and on the-form and composition of the joint secre- 


_ tariat. 


~ 


The problem is a complex one. The F.B.L is 


` concerned with all matters affecting industry except 
` wages and workirg conditions. This is the function, 


p 


indeed the raison d'étre of the B.E.C. A marriage so 


: late in life brings its own problems of adjustment. 
* Both organizations have for long cast rueful, envious 


eyes at the Trades Union Congress which has all 


along covered the whole of organized labour's rela- 
tions with the Government and non-union world. 


‘But a transformation on the employers'side into an 
' organization like the T.U.C. will not be easy, for the 


'T.U.C. has been developing for a couple of genera- 
tions as the whole union movement has matured.. 

It is not therefore likely that the matter will be 
finally resolved for some time. Problems of personali- 
ties and industrial politics will loom large before the 
arrangement is completed. | 


Welsh Tinplate Modernization 

A further £40 million is to be spent on the moder- 
nization of the Welsh tinplate industry. This sum has 
been approved formally by the Iron and Steel 
Corporation according to an announcement by Mr 
Ernest Lever, the chairman of the Steel Company of 
Wales and of Richard Thomas and Baldwins. The 
main item will be a five-stand cold reduction mill to 
be erected at Llangyfelach near Swansea. This plant 
will be similar to the new cold reductión mill at 
Trostre which went into operation recently. A new 
blast furnace is to go up at the new Margam works 
which went into production last year. DA 

It will be recalled that there was a good deal of 
controversy in 1947 about the comparative merits of 
Llangyfelach and 'Trostre as the site for a new cold 
reduction mill. In the event the decision went in 
favour of Trostre. The other side of the argument has 
now been catered for with the new plant. Together, 
they should make.a major contribution to the com- 
petitive power of the South Wales steel industry (so 


"far as tinplate is concerned) not least in export 
markets. | 


Seasonal Improvement in Production 


Provisional estimates of the volume of industrial : 
output for October give the first inkling of what may 
be in store during the critical fourth quarter of the. 
year. À seasonal improvement is expected in October 
once the summer holidays are well behind and workers 
in key industries are under the pressure of the purse 
to lay by extra money against the Christmas season. 
This year, however, something better than a seasonal 
upswing is hoped for to offset the disappointing trend 
of industrial production in the first two quarters of 
the year. иза 
October's portents are not discouraging ~ early as 
it may be to look for anything like an autumn trend: 
In the first two quarters of 1952 output was about 
6:5 per cent lower than the corresponding 1951 levels; 
although September displayed a slight improvement 
by flattening out the curve with a shortfall of only 
5 per cent on the same month last year. There is 
expectation that the October figure will be round 
about the same as October's last year; and if this 
should prove to be so the year's production problems 
may be past the worst. It does not mean that they 
will be over nor that there will not be selling problems 
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especially in the export market (and these could be 
more dangerous than a temporary decline in the 
output of certain industries). But there are definite 
signs outside the production indices that production 
45 improving quite apart from what is happening to 
firms with rearmament contracts. Steel is getting 
easier; the textile industries are responding to better 
sales in the shops and coal output will doubtless go 
up as Christmas approaches. Daily now the big issue 
looms up of ensuring that we make not merely as 
much as possible ~ but as much as possible of the 
things which sell,’ especially abroad. 


Declining Output in Western Europe 
During the second quarter of 1952 there was a further 
decline in the volume of industrial production in 
western Europe, according to a report of the Econo- 
mic Commission for Europe. In most cases output 
was lower than in the corresponding period of 1951, 
France and Germany being the only exceptions and 
these were affected to some extent by the recession. 

A feature of the experience of western Europe as a 
whole was the common general pattern of activity. 
All textile industries were still somewhat depressed; 
barvests were good; coal production was better; 
engineering industries were booming thanks to 
rearmament and good exports of capital equipment; 
cuts had to be made in import programmes owing to 
balance of payments difficulties which also slowed 
down rearmament. 

"There is another side to this common experience: 
It means that all will seek the same kind of remedies 
at the same time. A case in point in the quarter under 
discussion was the general slashing of imports.which 
did cut dollar liabilities but also hurt other western 
European exports. Everyone up to a point was cutting 
everyone else's throat. This fact must not be lost 
sight of, for if this country pins its salvation to boost- 
ing certain kinds of exports it is more than likely that 
other countries will have the same idea about the 
same time. The result in, say, dollar markets for 
European goods can easily be imagined. It is a point 
which British exporters will have to bear in mind. , 


|. +, Clothing Council to be Voluntary | 
The Clothing Industry Development Council is to be 
‘dissolved and a voluntary organization is to: be 
established in its place. The new set-up will be 
representative of both sides of industry and its 
functions will include research into various aspects of 
marketing and production. It will also advise indivi- 
dual firms on ways of increasing efficiency, promotion 
of the export drive and design. So ends one more 
effort to establish а statutory centralized body with 
certain powers of surveillance over an industry. 

It was exceedingly doubtful from the start whether 
‘it would be possible to impose such an organization 
upon én industry against the wishes of the firms and 
with no more than the most lukewarm support from 
the unions. The wool industry successfully opposed 
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the establishment of such a body and from then on it 
has been only a question of time before the whole 
statutory principle was challenged. It is to be hoped  : 
that although there will now be a voluntary body, the , 
good work started by the statutory organization.— 


and much of it was good — will be carried on. After 


all, the objection has been to the way in which the 
centzal body was imposed, not to the idea of a central 
body itself. 


Rayon Recovery Continues 
September's rather spectacular recovery in the rayon 
industry has already been commented upon in these 
notes. It is now evident that the rate of improvement 
was continued into October. In August the output of 
continuous filament yarn was 9:6 million Ib. In 
September it was 1o:9 million and recovered further 
to 12:9 million lb. in October. The advance in 
staple fibre (which took the brunt of the recession 
over the summer months) was even more impressive. 
From 5:7 million 1b. in August, production went on 
to rr:5 million in September and to 15:5 million in 
October. Staple fibre is in fact pretty well back to 
where it was in October 1951. 

From the point of view of industry in general, the 
most interesting feature of these figures is the 
justification which they offer of the industry's rather 
drastic policy in the early months of this year. Faced 
with a belated but severe recession it closed plant and 
reorganized production, preferring not to make for 
stock .on any large scale. In other words it cut its 
losses. Ín consequence, now that there are firmer 
prices for rayon in the market there are no large old 
stocks to draw upon. The production lines benefit 
immediately from the drastic decision taken in the 
spring. This might not be the right policy in every 
circumstance but it looks as though it was the right 
one in this instance and it is in marked contrast to the 
policy. pursued by some firms elsewhere in the 
textile industry. 


` Resilient October Exports 


In October the value of all the principal groups of 
exports was higher than the monthly average in the 
third quarter of the year. The most outstanding 
improvement was in iron and steel and manufactures 
Кот them while other metal and engineering goods 
did rather better than the monthly average. Even 
textiles advanced to register the first improvement 
since the early part of this year.’ Е 

These good overall figures were accompanied by 
record exports to North America. At a provisional 
level of £28-6 million they were over £6 million 
higher than in October last year. Very good exports 
of whisxy played an important part in this outcome, 
but there were advances in several other lines as well. 
Whether these kinds of figures can be sustained or 
even improved upon depends on the level of prosperity и 
in the United States and Canadian economies ~ and 
not least upon the trade policy of the new Republican 
adminiszration in the United States. 
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FINANCE AND COMMERCE 


With business showing signs of broadening, more 
confident conditions have developed in stock markets. 
General improvement, however, is expected to be a 
slow process. Meanwhile the undertone of markets 
remains firm. 
A Good Cause 

Not only because he treats ‘Finance and Commerce’ 
so kindly do we wish to draw special attention to 
Mr J. Tocker’s letter in our correspondence 
columns; Mr Tocker, Secretary of the New Zealand 


Society of Accountants appeals, in effect, for raw 


material for ‘Annual Accounts Discussed’ which is the 
equivalent of ‘Finance and Commerce’ in The 
Accountants Journal, the magazine of his Society. 
Obviously the supply of New Zealand company 
accounts is limited to the number of public companies 
there are in the country. At the height of the ‘season’ 
here - when the December 31st and March 31st 
dated accounts are being published – anything up to 


150 sets of accounts pass through our hands in a 
week. At the depths of the slack period of late sum- 
mer the number can be down to twenty. 

But that is nct the only reason we wish to emphasize 
Mr Tocker’s letter; another is that New Zealand 
accountants’ themelves, through ‘Annual Accounts 
Discussed' should get the right raw material. The 
greater the number of modern balance sheets that 
New Zealand accountants can study and discuss, the 
better will they be able to adopt current presentation 
methods here to their own particular requirements. 
May we put forward the Editor's footnote to Mr 
Tocker’s letter — ‘For action this day’. 


Shoe Slump 
The shoe industry experienced a severe recession in 
trade in the fizst seven or eight months of this year. 
Mr Cecil Colman, chairman and joint managing 
director of the Norvic Shoe Company Ltd, in his 
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NORVIC SHOE COMPANY LIMITED 


and certain Subsidiary Companies 
Profit and Loss Accounts for the Financial Year ended June 30th, 1952 



















































































Norvic Shoe Co Ltd roup 
1951 1952 i 1951 t 1952 
443,931 171.870 Profits from Trading 620,890 | 291,331 
У Add Investment | ee (gross) 
45,577 42,738 Trade А 9,062 10,376 
1,590 -— Other .. .. А А . e 3814 1,833 
7,865 7,051 Non-recurrent Profits .. . 10,021 К 
—— 55,032 ——— 49,789 — —— 22,897 ——— 19,853 
. 498,963 221,659 643,787 . 311,184 
42,356 40,624 Less Depreciation of Fixed Assets .. ` e 51,314 51,663 
149 Y Loan interest (gross) PE А у 7,089 7,506 
4,103 . — Grants to Pension Funds  .. ; 4 5,103 — 
1,630 - 1,630 Audit Fees and Expenses .. . 3,122 3,635 
6,352 Бы Non-recurrent Expenditure. . 8,453 fas 
60,590 ——— 48,463 —— 75081 —— 62,804 
438,373 173,196 Net Profit 568,706 248,380 
Pen Taxation on the profits ts of the s financial year to date: Џ 
171,000: ,000 Income Tax.. ‘ M 55 ae ed .. 230,913 110,359 
78,000 ' 46,000 Other Taxation — .. .. ie ks ә РЕ 99,905 56,135 
249,000 114,000 330,818 166,494 
5,000 — Tax adjustments in respect of other perlods 14,059 4,397 
—— 254,000 -———- 114,000 — 344,877 162,097 
184,373 59,196 223,829 86,283 
dS Less Share of Net Profits after taxation attributable to outside shareholders .. 9,991 7,948 
| 213,838 78,335 
184,928 196,67] Add Balances brought forward from previcus year 263,622 304,830 
369,301 255,867 n 477,460 383,165 
P 100, — Less Transfer to General Contingencies Reserve . 100,000 = 
269,301 255,867 377,460 383,165 
Less Dividends of Norvic Shoe Co Ltd | 
19,500 19,500 Paid: 5 per cent First Preference Shares . e X . 19,500 19,500 
18,008 32,500 63 per cent Second Preference Stock ea ks ur 8,008 32,500 
40,000 ,000 Ordinary Stock E .. .. КЕ m .. 40,000 40,000 
60,000 60,000 Proposed: Ordinary Stock T 2n à we Я »» 60,000 60,000 
137,508' ` 152,030 137,508 152,000 
64,878; . 72,220 Less Income Тах .. Р .. $ 72,200 
" 72,630 ———— 79,800 72,630 79,800 
£196,671 £'76,067 Balances as per Balance Sheets 5 d £304,830 £303,365 


e a —_____ 





=n 





NOT! 
a) The period covered by the above Accounts is the twelve months ended june 
, various periods ranging from five to eight months ending on the same date. 


ES 
30th, 1952, exceat for certain new subsidiary companies whose Accounts cover 


(2) The remuneration of the Directors of the Company for the year ended June 30th, 1952, from the Company and its subsidiaries, was £27,031, made up as to. . 


| £1,200 Fees, £24,481 Other Emoluments and £1,350 Pensions. The remuneration for the previous узаг amounted to £23,775, made up as to £l, 000 Fees, £21,575 
i Other Emoluments and £',200 Pensions. 


(3) The figures for Joha Marlow & Sons Ltd and its subsidiaries аге not included іл the above Group Profit and Loss Account, neither are they included in the 


comparative figures for 1951, 
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Most products belong to 
the mass market, these days _ 


Mine don't. 
No? Then what kind of people are you after? The mass market covers all classes and all 
income groups. | | . E 
But the vast majority are plain working class, surely? 
Exactly. And, believe you me, some of them are making pretty good money and in any 
i humber ој cases.there are two or more wage earners in the family. Usually they have little 
| or no fares to pay. They have canteen lunches and many of them live in subsidised houses. 
It's no wonder they're the people with the money to spend. 
How do you get at them? | 
Well, Гт doing it through the Daily Mirror. 
The Mirror, eh? It’s hardly my favourite paper. I don’t read it. 
I don't.read it myself. ` But over four million, four hundred thousand people do. If you can 
Е afford to ignore them, I can't. mE Ў | | n 
| . ^ What about cost of space? EN ; 0 
l On a square inch per thousand basis it’s the lowest of all-national dailies. 
| Are you certain? : 
| i | ' Quite certain. I was doubtful myself at first but my advertising agent soon put me right. 


| Daily Mirror 


THE HIGHEST DAILY NET SALE IN THE WORLD 


bi 
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xo | Invaluable Aids to Success * 


| | Шеотше Tax 
| and _ 
Profits Levy 


in a Nutsbell 
by THE ‘B.C.A.? TUTORS 
15s Od net By post 15s 6d 


Twenty Concise Sections covering Income Tax 
Sur-tax, Profits Tax and Profits Levy. 
Invaluable to all who must be up to date in 
their knowledge of taxation. Incorporates the 
requirements of the Income Tax Act, 1952, and 
the Finance Act, 1952. 


Examination 
Note Book for 
Aecountaney 
Examinees 


by THE %В.С.А? TUTORS 
12s Qd net By post 12s 4d 


Seven Sections: General Accountancy; Partner- 
ship Law and Accounts; Limited Company 
Acccunts; Holding Companies and Consoli- 
dated Accounts; Executorship Law and 
Accounts; Auditing; Cost Accounts. 
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TEXTBOOKS LIMITED 
MILL HILL LONDON, NW7 


Catalogue of publications will be forwarded on request 


Telephone: MILL HILL 3232 


Shoemaker, preacher and pioneer missionary, William Carey set out from Leicester 
. to spread the gospel in heathen lands. His courage, selfless devotion to his calling and 
indomitable spirit earned him lasting fame and reverence, and the City of Leicester is 
proud to have nurtured him. - | 
It is also proud of the group of citizens who, in 1853, formed the Leicester Permanent 
Building Society to encourage thrift and to bring 3ome-ownership within reach of 
everyone. To-day the Society is the largest in the M:dlands. 
Sums from £1-£5,000 now accepted for irvestment on Deposit 
or in Paid-up Shares. Easy facilities for withdrawal and Income 
' Tax on interest paid by the Society. Write for full particulars 
and free Booklet C. 


LEICESTER PERMANENT 
BUILDING SOCIETY 


EST. 1853 . 
ASSETS exceed £26,000,000 | RESERVES exceed £2,300,000 
HEAD OFFICE: WELFORD HOUSE, LEICESTER. Telephone: 22264-5-6 


PRINCIPAL BRANCHES AT LONDON, BIRMINGHAM, MANCHESTER 
LIVERPOOL, BRISTOL, BOURNEMOUTH, BRIGHTON AND HARROW 
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In school, or in the office—it’s a dead loss! 


Needless repetition never did anybody any good. Just as modern school practice” 
recognises that the tedious re-writing of lines is wasted effort, so in modern 

business Kalamazoo Copy-Writer methods are replacing fruitless repetitive work. 

What about your Wages Department? Do your clerks still undergo the 

unnecessary drudgery of writing Tax Card, Wages Book and Payslip separately? 

If so, then it’s time and money wasted. The Kalamazoo ‘Copy-Writer’ wages 

method halves the time taken to prepare your wages, by completing all these 

records at one writing. Here is a simple idea to help your Wages Clerk by 

eliminating tiresome work. Without obligation, post the coupon below for full 

information, | 







Kalamazoo 
Copy-Writer 


WAGES METHOD 


To Kalamazoo Lid., Birmingham, 31. 
Please give me full information about the ‘Copy-Writer’ wages method, 
without any obligation on ту part. 


Мате. ПРИНТИ 






Ааагеѕѕ —————— 


АС. ————————— ње 





E 
















. Xn 






eImperial 


IMPERIAL. 
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hats off to no one 


Enough of this modesty, this cult of the understatement, 
this hiding of our lights under bushels, this unwillingness to come 
right out with it and say that we аге good. So here goes. We 


are good. And the reason for this unwonted effusion of self-pride? We 


have produced a thoroughly good portable typewriter, cleanly 


made, precise in working, strong yet light enough for you to run for 


а, train while carrying it. It’s called the Good Companion and it's 


& peach of a machine. But it's not simply the goodness of the machine : 
itself that makes us so proud; it’s the'fact that we can produce such an : 


unreasonably zood portable typewriter for such a reasonable price. 
Prices from £22.10.0 


COMPANY сто * LEICESTER 
f CRC 6 
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25 Items to view at each opening 
Self-Indexed ~ every sheet instantly located 
{ 650 Records in a Binder 


e e ө Ask for-FREE Booklet No. 1106А е ө e 
and Specimen Sheets : 


MOORE'S MODERN METHODS 
E 19-21 Farringdon Street, London, EC4 
‘Branches at Birmingham, Edinburgh, Glasgow, Leeds, Manckester 


SAVE- 
Time 
Space 
Money 



































































Standard Rulings for: - 


LEDGERS 

STOCK AND STORES 

COST PRICE LIST 

EMPLOYEES’ RECORDS 

HIRE-PURCHASE ACCOUNTS 

MACHINERY AND. PLANT 

ESTATE AGENTS. 

PROSPECTS AND CUSTOMERS 

TELEVISION AND RADIO | 

NM > MAINTENANCE 

COLUMNAR, PLAIN OR у : 
HORIZONTAL RULINGS . 


or Sheets printed to your 
own design 





LTD 
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91,183 
141,183 
£141,185 





29,110 


" 


26,610 





£120,000 





ital Reserves 

velopment Funds — .. ve is vs 
Reserve arising from Revaluation of Fixed 

Assets . E и is А 


e 
Deduct Profit and Loss Account Deficiency .. 


General Contingencies Reserve .. 
Reserves for Future Taxation 
Profit and Loss Account .. 


Interests of Outside Shareholders 
Ordinary Capital КЕ 


Revenue Reserves and Surplus 
(Notes not reproduced — Editor.) 


по S 


26,610 
3,000 
7,921 

29,011 





T. 


3410 








144,642 
194,642 
£194,644 


52,631 
£141,185 








.. 


р 


Proposed Dividend on Preference Shares of John 


Зипдгу Creditors and Accrued Liabilities 
_ Marlow & Sons Ltd (net) 


Amount due'to Norvic Grou 


Sundry Debtors and Payments in advance 
Bank overdrafts .. 


` Amount due by Norvic Group 
. Estimated taxation recoverable 


`< Cash at Bank and in hand 
Taxation accrued to June 30th, 1951 


Trade 
. Quoted 


Lasts... ' .. 
“Stocks and Work in Progress . . 


, Current Assets | 
Deduct Current Liabilities and Provisions 


21,156 
681 . 
45,844 
2,462 
919. 


29,000 





` 71,062 ` 


78399 —— 
£194,644 | 


149,461 


29,100 
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JOHN MARLOW & SONS LIMITED 
and its Subsidiary Companies 


Group Profit and Loss Account for the Year ended June 30th, 1952 






































1951 В 
X | £ £ 
— Loss on Trading а 44.971 
3,428 Ааа Depredatien of Fixed Assets... 4,707 
701 Grant to Pension Fund  .. gis — 
152 Audit Fees bos 152 
13,560 Non-recurrent Expenditure 2. 4,605 
17,84! 9,454 
у 54,435 
6,544 Deduct Profit from Trading .. — 
1,046 Interest on Government Se- 
curitles etc. (gross) es 1,000 
477 Non-recurrent Profits 26 175 
8,067 T ў 1,175 
9,774 Nat Loss of the Group 53,260 
2,331 E Deduct Taxation recoverable for the 
year and adjustments in 
respect of other periods .. 8,641 
7,443 44,619 
38,336 Deduct Balance brought forward from d 
previous year .. 29,011 
Less Dividends paid оп 7 рег cent 
. Cumulative их Shares, 
1,882 less Tax 25 919 ` 
36,454 28,092 
d 16,527 
Deduct Transfer from General Con- | 
tingencles Reserve а 3,000 
Transfer from Development 
_ Fund 5,600 
8,600 
£29,011 Balance as per Group Balance Sheet £7,927 
(Surplus) Я (Deficiency) 


review with the company’s accounts to June 3oth, 
last, describes the setback as the most difficult period 
since the big slump of the early 1920s. Leather prices 
fell, credit restrictions aggravated the resistance to 
buying which developed as manufacturers and re- 
tailers reduced stocks. Purchase tax changes added to 
stock losses and shortage of orders made it impossible 
to keep factories fully employed with conser 
effect on costs. 

So far as the Norvic group was concerned the 
factories in Norwich, Mansfield, Wellingborough and 
Northampton felt the effects of the recession in vary- 
ing degrees but Northampton was most heavily hit. 
In order to show the effect more clearly in the ac- 
counts of the group it was decided to show separately 
the accounts of John Marlow & Sons Ltd, which was 


| particularly hard hit. 


As will be seen from our reprint the Marlow com- 
pany suffered a loss of £53,260. Of this £27,391 was 
attributable to the Norvic shareholding. Separate 
publication of the Marlow figures, in the directors 
opinion, ‘gives a truer picture of the- results: of this 


. subsidiary and of the remainder of the Norvic Group. 
.Since the close of the financial year conditions in the 


trade have improved enormously and at the moment 
the manufacturing side of the industry i is experiencing 


.almost boom: conditions. - 


Money Market : 


Treasury bill applications totalled £328,230,000 on 
November 28th and the average rate was £2 7s 8:244 
per cent with the market obtaining 69. per cent of 
requirements. "This week's offer is £260 million 
which-équa!s corresponding maturities: ` | 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold hiraself responsible for, the opinions expressed. 


Review of Company Accounts: a Request from 
New Zealand 

‘Sirk, – The ‘Finance and Commerce’ section which 
‘appears every week in The Accountant is of great 
interest to New Zealand accountants as well as to 
those in other parts of the world. 
"А rather similar feature is published in The 
-Accountants Journal, the magazine of the New 
Zealand Society of Accountants, under the heading 
“Annual Accounts Discussed’. The writer of this 
‘feature would very much appreciate having as many 
balance sheets as possible – especially would he like 
a selection from the best balance sheets available in 
overseas countries, d 

No arrangements about British accounts have been 
made, and it will be greatly appreciated if those of 
your readers, who would be prepared to send us their 
accounts regularly, would send you their names and 
'addresses. Perhaps, sir, you would be kind enough 
to collect these and forward them to us, so that we 
‘may approach them direct? 
Yours faithfully, 

J. M. TOCKER, 
Secretary, New Zealand 


7 Wellington, Ст. 
Я Society of Accountants. 


New Zealand. 


Те thank the Secretary of the New Zealand Society 


of Accountants for his kind reference to ‘Finance and 
‘Commerce’, and we are glad that it is of interest to 
accountants in New Zealand. We shall be very pleased to 
co-operate with him as he requests and we shall look 
forward to hearing from secretaries or accountants of 
.those companies who are prepared to send him their 
-balance sheets, so that we may send their names and 
addresses direct to Mr Tocker. — Eprron.] 


Estate Duty 


Sin, - With reference. to the article contributed by 


Mr V..S. Hockley in your issues dated November 8th 

‘and 15th, 1952, I fear that it may give rise to some 
misunderstanding particularly in regard to the valua- 
tion cf reversionary interests for estate duty purposes 
'and the treatment for estate duty purposes of policies 
effected under the Married Women's Property Act, 
1882. . . 

Dealing with policies under this Act the author 
makes the statement that the wife and/or child get 
an immediate vested interest in such a policy nomi- 
nated in their favour and that, accordingly, on the 
death of the husband the proceeds of the policy are 
dutiable but free from aggregation. While this state- 
ment is true in some cases, non-aggregation depends 
almos: entirely on the wording of the destination 
‘clause iri the policy which must be so drafted that 
there can be no possibility, however remote, of the 
husband acquiring an interest in the policy. Generally 
‘speaking, an absolute interest qualifying for non- 
aggregation will only arise if the beneficiary is clearly 


narred in the policy (e.g. 'for the benefit of his wife 
A. B.' escapes aggregation, but ‘for the benefit of his 
wife' does not escape aggregation since in the latter 
case there is a contingent benefit to the husband in 
the event of his dying without leaving à widow). As 
the consequences of a misinterpretation of the effect 
of tre various types of destination clauses may be 
material in the assessment to estate duty, a general 
and unqualified statement such as that made by the 
authcr is extremely dangerous. | 
With regard to reversions forming part of the estate 
of a deceased person, the value of the reversion for 
estate duty purposes is the market value as between 
a wiling buyer and seller, which will in most.cases 
give a value considerably less than that brought out 
by the somewhat crude method given by the author. 
Where the reversion is contingent on survival or 
death of some person the assessment of the niarket 
value is one which requires valuation by an actuary. 
In this connexion it may be useful to refer to an 
article on this subject which appeared in the Law 
Society s Gazette for April 1946 and which is re- 
printed in the Institute of Actuaries’ Year Book. This 
article prepared in co-operation by the two profes- 
sions most fully qualified to speak on the legal and 
valuation aspects of reversions for estate duty pur- 
poses is in direct contradiction to your contributor 
and states categorically that the Succession Duty 
Act tebles method for reversions is fundamentally 
wrong. In view of this authoritative contradiction of 
the method on which the author bases his whole 
treatment of the subject, I think that readers. might 
be well advised to disregard your contributor’s 
method and refer to the Law Society article men- 
tioned above. In practical cases it will almost invari- 
ably be found worth while to obtain a proper 
actuarial valuation of any reversionary interest 


involved. Yours faithfully, 
Glasgow, Cr. W. LUNDIE, с.а., РРА. 


Sir, – In the two articles entitled ‘Estate Duty’ by 
Mr V. S. Hockley which appeared in the issues of 
The Accountant of November 8th and rsth, 1952, 
references are made to the valuation for estate duty 
purposes of annuities and of reversions. We are 
writing to you because these references may well give 
a false impression to readers. 

In the first place, it is not, we think, made abund- 
antly clear that the usual ‘market value’ principle 
applies to life annuities and to reversions in the same 
way as to other dutiable assets. 

Further, though the market for life annuities 
created by wills or by settlements is at all times 
limited, it is to be expected that the price offered for 
a particular life annuity would take into considera- 
tion, ier alia, the security for the annuity, and the 
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state of health of the annuitant. Moreover, any price 
offered would be related to modern mortality. The 
Succession Duty Act tables provide а rough-and- 
., ready expedient for obtaining a value when the 
annuity and the duty payable are small. In particular 
they may be useful to indicate whether the capital 
value is large enough to attract duty at all. But it is 
surely misleading to suggest, as Mr Hockley. has 
done, their use as a normal and correct method of 
valuation. - 

As to the valuation .of reversions, we are sorry to 
see that Mr Hockley follows the method of deducting 
the value of an annuity from the value in possession 
of the trust fund, with allowances for duties payable. 
"Tbe. proper course is to discount the value placed 
upon the trust fund, after allowing for. duties, by a 
factor involving interest and mortality and then to 
make allowance for expenses. When the value of the 
reversion is found by deducting from the fund the 
value of the annuity based on the obsolete tables 
appended to the Succession Duty Act, 1853, it is 
almost bound to fallow that the value placed upon 
the reversion will be in excess, perhaps substantially, 
of its market value. 


In conclusion, we suggest that it is usually desir-. 


able to obtain a valuation by an actuary. The honor- 
ary secretaries of the Institute of Actuaries, Staple 
Inn Buildings, МУСІ, or the secretary of the Faculty 
of Actuaries, 23 St Andrew Square, Edinburgh, will 
be glad to suggest suitable names to accountants or 
solicitors who desire actuarial advice. 
Yours faithfully, 
S. F. ISAAC 
J. H. GUNLAKE |. 
Honorary Secretaries, 
E . THE INSTITUTE OF ÁCTUARIES. 
London, W1. . | 
[Mr V. S. Hockley, B.COM., C.A., A.A.C.C.A., writes: 
T welcome the opportunity of replying to the points 
raised by your correspondents, as follows: 
` Married Women’s Property Act, 1882. It is readily 


‘admitted that the terms arid clauses of a policy are of : 


the utmost importance, but it is not possible within 
the space of a comparatively short article to state every 
possibility and the exceptions thereto, and a certain 
measure of.generalty is indeed inevitable. Dymond's 
Death Duties (Eleventh edition, 1951) page 220, reads 
under the heading of property exempted from aggre- 
gation on present practice 
tmon'es payable ur.der a policy éffected by the deceased 
under thé Married Women’s Property Act, 1882, if at the 
time of effecting the policy there was a person in existence 
answering the description of the beneficiary named 
therein’, i 
‘My remarks assume the same general position, namely 
a policy effected for an existing wife's or child's benefit 
with ‘the intention that they will eventually benefit. 
“The actual description was ‘a policy nominated ab 
initio in their favour’, and I cannot therefore agree that 
a.statement-as to the general position is ‘extremely 
dangerous’, particularly when only one paragraph of 
nine lines 15 devoted to the matter. It must be quite 
.cléar.to any reader that if a beneficiary pre-decedsed 
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the deceased and the latter, either through a will or an 
intestacy became entitled to the policy money, such 
money is part of deceased’s estate and is, of course, 
aggregable and dutiable on his death. 

Your correspondent’s statement that ‘an absolute 
interest qualifying for non-aggregation will only arise 
if the beneficiary is clearly named in the policy’ is not 
generally agreed. | 

Green’s Death Duties (Third edition, 1952) page 253, 
‘states that a married woman's policy, without mention 
of any contingency, gives the wife an absolute interest 

‘and it is thought that the position would be the same if 

the wife were not named, provided deceased had a wife 

when he effected the policy'. 
and again Dymond at page 221 states 

че would seem that an executed trust is created for the 

-benefit of the deceased’s widow and/or children, whether 

mentioned by name or not, and that the nominee is 

therefore entitled to a vested interest, whether he or she 
survives or not unless there is an expressed provision to 
the contrary in the policy’. : 

Reversionary interests. The first paragraph under this 
„head in my article clearly states that ‘the market price 
of the reversion is in effect required’. The method of 
valustion must then rest on this general basis, and as 
no statutory rule for valuation is prescribed, alternative 
.methods must surely bé available. The illustration 
given in the article should be taken as a method of 
valuation; the third paragraph indicates quite cate- 
gorically that there is no one method of valuation. ` 

The following authorities support the use of the fac- 
tors which are given in the illustration: | . 

Harrisons Practical Epitome of the Death Dutie: 
(Second edition 1951) page 109: ‘In practice it is often 

.permissible to deduct the value of the outstanding life 
interest from the present value of the property.’ 

Woolley's Hand-Book on Death Duties (Seventh edition 
1950), page 93, specifically states that the tables of the 1853 
Act may be used, though the 1951 supplement notes that 
the use of these tables may lead to an inflated valuation, 
and that an actuarial valuation ‘seems better’, 

Green at page 313: ‘In. arriving at an estimated value, 
duty prospectively payable on the life tenant’s death 
should be taken into account,’ i 

Dymond at page 565, mentions the considerations to be 
taken into account in arriving at market value, i.e. age, 
the health of life tenant, duty and costs payable when the 
interest falls into possession. : 

Beattie in Elements of Estate Duty (1952) page 90: 
‘The market value has to be found and various impon- 
derable factors must be taken into account', mention 
being made of age of the life tenant and the duty and 
expenses payable on the death. Xt . 
^. Benz and Tappendeén’s Valuation of Reversions and Life 
Interests (1951) page 78, states that the valuation report 
should set out the agé and sex of the life tenant, the 
‘trust fund and the allowarice for duty payable on the life 

. tenant's death. | ; 

My illustration shows the value of the trust funds, 
the value of the life interests and the duty. and costs 
payable when the reversion falls in. It is stated that the 
1853 tables may be used, and Dymond retains them in 
the 1951 edition for this very reason. | 

It is possible that there may be differences in the 
metaod of making use of these factors in arriving at a 
valuation, and it is also correct that the tables are out of 
date and léave out the increased expectation of life 
todzy, but their use is not infrequent and I cannot 
admit that a methód of valuation treating the factors 





678 


mentioned’ by the authors I have quoted is crude. I 
understand that the Estate Duty Office accept the 
. method illustrated as being quite usual, and readers 
. would therefore be ill advised to disregard the factors 
: given in my illustration. 

'The Law Gazette article of 1946 i is based on a ‘similar 
one published in 1931 and is not in direct contradiction 
to my remarks as your correspondent mistakenly asserts. 
It states that the 1853 table method is fundamentally 

: wrong, because the purchaser of a reversion in the open 
: market has to make allowances for the following when 
the reversion falls in — duties, profits or losses from 
.redemption of securities, depreciation, etc. Suitable 
mortality figures and an appropriate rate of interest 
should be used and it is stated that each of these 
factors will lead to a lower value than that given by. the 
1853 table method. 
I would emphasize that my illustration provides for 
· most of these factors, e.g. duty, expenses, and I 
mention the question of depreciation on page 571, 
although perhaps there might be the differences of 
opinion as to the method of treatment. : 
. Annuities. My article makes quite: clear that the 
valuation of an annuity in the case of cesser is the 
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market value (see page 540, first paragraph). In other 
circumstances other methods : may be used, a fact also 
clearly stated. 

My objective has bier to place before accountants 


and students of accountancy the factors involved in ' 


valuztion, particularly as it confronts them in the 
course of ‘their normal work, Whether or not the actual 
valuetion is made on an actuarial basis or otherwise i is 
a matzer then to be decided.] : : 


Veterinary Surgeon’s Accounts 
Sir, = It would be appreciated if any of your readers 
could suggest through your columns a system: of 
book-keeping suitable to a veterinary surgeon, who 


.has considerable practice comprised of a great 


number-of clients who frequently pay small sums. for 


. services rendered. 


Detailed records have to be maintained of all 
transactions and we are searching for a.system which 
is bota simple and comprehensive. 

Yours faithfully, 
. . DICK ROYAL. 


HOSPITAL ACCOUNTING 0s 
‘COSTING INVESTIGATION FOR THE MINISTRY OF HEALTH 


лен Statement by King Edward’s Hospital Fund for London, and. 
The Nuffield Provincial Hospitals Trust 


We горошка below in full the joint statement of the King Edward’s Fund and. the 

Nuffield Trust which accompanied their reports published on November 28th..We 

referred to the reports in a Weekly Note in our last issue and they are the subject of 
a leading article in this issue. 


1, We have exchanged and discussed copies of our 
feports with a view to interlocking them to form a 
joint report. Although by independent methods ‘we 
have arrived at the same principal recommendations, 
- due to the fundamental difference in our approach to 
the investigation, our respective reports discuss many 
matters that are riot common to both. Consequently, 
we submit separate reports together with this joint 
statement which forms part of, and should be read i in 
conjunction with, the report. - 
2. We are in complete argreement on the Каена 
points and recommend: 

- (a) that the existing: accounting system based on sub- 
jective - analysis of expenditure as prescribed in 
Statutory Instrument No, 1414 be discontinued; 

(b) that an accounting system based on the departments 
and services of the hospital be substituted; 

(c) that the expenditure of departments be reduced, 
where appropriate, to costs per unit of work per- 


ormed; 

(4) that the budget and budgeted unit costs for each 
hospital follow the accounting pattern referred to in 
(b) and (c) above; 


(e) that normal accounting principles be introduced in- . 


cluding the preparation of an income and expendi- 
ture account and a balance sheet, 


.. 3. We regard the adoption and carrying into effect of 
these recommendations as an essential step towards the 
effective development of hospital accounting as an 


integrzl part of hospital administration, nd авеније 
method of budgeting for, and control of, hospital 
expenditure. The defects of the present system and 


_ the advantages of the departmental system are discussed 


in our respective reports. 
4. The matters upon which we are not in ‘complete 


‘agreement concern more particularly: (a) the stages by 


which the departmental system should be introduced; 
and (D) the units of cost to be introduced. Ourr respective 
views on these points are as follows: 


(a) Stages by which the departmental. system of 
А hospital accounts should Бе introduced 
(5) King Edward's Hospital Fund Nat op ede 
5. Although, as the results. show, the .complete 
system recommended in its report has been worked 


* 


| successfully i in the seven hospital groups co-operating 


in the investigation, the King’s Fund is of opinion that 
the most effective method of introduction of the system 
is by progressive self-contained stages, with gradually 
deepening objectives, which will ultimately result in 
the comprehensive scheme outlined in Stage III. 
Some finance officers of the larger hospitals. co-operat- 


. ing in the investigation have suggested that the full 
` scheme may be introduced almost. immediately. 'The 


King’ s Fund welcomes this confidence in its scheme, 
but it cannot fail to have regard to the fact that these 


and other hospitals co-operating in the investigation 
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have ‘had the great advantage of the expert help and 
advice of investigators especially qualified in depart- 
mental accounting, costing and time studies, who have 
worked in daily contact with finance officers and 
their staff and who, in addition, have helped materially 
in securing the co-operation of heads of departments, 
professional and other officers in the carrying out of 
the system. This advar.tage will necessarily be denied 
to the great majority of hospitals on the introduction 
of a departmental system of accounts. The recommenda- 
tion that the system be developed in stages does not 
lessen the effectiveness of its control over expenditure, 
as each stage will develop the financial responsibility 
of heads of departments – an important factor in the 


control the expenditure by comparisons of actual results 
with these yard-sticks. 

6. The King’s Fund is further of the opinion that a 
distinct separation should be made between patients’ 
accounts (wards, x-ray, operating theatres, etc.) and 
those of the general service departments which provide 
service of a lay or domestic character to the patients’ 
accounts (laundry, boiler house, kitchen, etc.) and 
provision is made for this separation. But after prime 
costs have been obtained for each account, provision 
is further made fcr the distribution of these general 
service expenses to the patients’ accounts in order that 
the total cost of each of these may be ascertained as 
part of the normal routine accounting procedure. The 
King's Fund prefers this method as opposed to the 
numerous additional ad hoc investigations which are 
rendered necessary when such complete costs are not 
automiatically available. Moreover, effective compari- 
sons between hospitals are only possible if the compared 
services include.their proper share of the general 
service expenses which they incur. Without this, the 
results obtained from any system will depend more 
upon the accidents of organization than upon the degree 
of operating efficiency of the various departments. 


. Qt) The Nuffield Provincial Hospitals Trust 


7. The trust, with the co-operation of the ТерА 
officers and after preliminary, survey .of each group, 
introduced departmental costing on а uniform basis 
as part of the acccunting system from April 1st, 1951, 
thus affording in some forty hospitals of all. kinds a 
full year’s experience of the system used. 

8..The Trust is of opinion that the system outlined 
in its report is sufficiently simple for.it to be introduced 


into hospitals without the necessity for a preliminary 


stage. .. 
9. The system envisaged by the Trust does not go 
further than Stage II of the system outlined by the 


Fund. The Trust holds that Stage III skould not be : 


obligatory and that the production of detailed costs of 
wards and clinics should be optional, and that in most 
cases it would be sufficient to examine the expenditure 
of individual wards and ое by quarterly statistics 
and special studies. 

xo. The Trust evolved a system of departmental 


` accounting which has been working for twelve months 


in seven hospital groups and it feels that in the national 
interest a start should be made on the basis of what has 
been found workable and has, to some extent, been 
proven. It is of opinion that as the result of watching 
the introduction, and working of the system in-the 
seven hospital groups, that the hospital authorities 
and their finance officers possess the requisite know- 
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ledge and experience to allow of this being done. 

11. The Trust regards the production of departmental 
cost on a prime cost basis as the first essential. If the 
pattern of the costing system follows the pattern of the 
administration of a hospital, each responsible member 
of the staff is made aware of expenditure incurred ‘by 
him for his department and of variations in that éxpendi- 
which can be controlled by him. Cost over which.he 
has no control is excluded. Thus the spread of expendi- 
ture on one department over all other departments 


. served by it is of lesser importance, and in fact only 


necessary for special purposes, and for the calculation 
of the total cost of an in-patient and out-patient at the 


. end of each financial year. 
system апа, through suitable and practical yard-sticks,~- . 


^. (b) Nature and complexity of units of cost 


(2) King Edward's Hospital Fund i 

12. The selection of units of cost is one of the most 
difficult tasks emanating from a system of departmental 
accounts. Unless these units of cost are suitable and 
practicable they will not be accepted and the time spent 
in their calculation is wasted. With a view to the 


- selection of appropriate units, the King’s Fund has 
* carried out a number of time and motion studies and 


from the results of these it has experimented with 
various units of cost. In addition, it has also carried 
out an experiment in 'specialty' costing with a view to 
ascertaining unit costs of treating patients suffering 
from certain types of diseases etc. A list of units is 
given in the Fund's Report, with the advantages and 
disadvantages of each of the more important ones. 
Following a consideration, of all the factors involved, 
the King's Fund i$ not, at this stage, prepared to accept 
any'of the more elaborate units of cost as being of 
greater valué than the most.simple ones, either for the 
control of expenditure, within a. hospital, or for com- 
parisons between hospitals. The King's Fund is of 


, Opinion that until considerably more experience is 
gained the most suitable units of cost to be used’ as 


yard-sticks are the most simple ones suggested in its 
report, Standard costs have been given full considera- 
tion, but these imply a: blue-print ‘precision which is 
obviously impossible of attainment in the treatment 


- of patients which, indeed, could only be obtained on the 


emergence of the standard patient. The- King’s 
Fund, therefore, recommends that the yard-sticks, 
both for purposes of national finance and for controlling 


. hospital expenditure, should be the budgeted units of 


cost for each department, against which the actual 
costs will be compared. Allocation of funds to hospitals 
may be made on the Same basis. . А 


(ii) The Nuffield Provincial Hospitals Trüst . 


13.. The Trust, not without past practical experience 


of unit costing, from' the outset on April 1st, 1951, 
used units of cost arrived at after three months’ 
previous study and discussion with those concerned in 
the experiment. This means that units of cost had 
been defined and were applied at the beginning of the 
experimental year.. During ‘this year definitions were 
constantly under examination, discussed with various 
groups of experts in the hospital field (e.g. pathology 
and radiology), modified and applied in new form. 
As finally agreed, these definitions are contained in the 
'Trust's report. 

14. The Trust, therefore, feels that the units of cost 
in use at the end of the experimental year as set out in 
its report are simple enough to serve as‘a basis for the 
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introduction of departmental costing. If, as the result 
of time and motion studies or other techniques, more 
appropriate units of cost are found, the Trust would 
agree that any necessary changes in the units it proposes 
should be made. 

15. The Trust is of opinion that the yard-sticks to 
be used will be devised through, ultimately, the 
introduction of standard costs, adjusted to meet local 
conditions. This would provide the best basis upon 
which to build up the national hospital budget, and on 
which to allocate equitable national funds and would, 
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at the same time, provide a method for the effective `` 


eontrcl of those funds. It would agree with the Fund 
that much more experience of departmental costs and 
much further study of the factors which affect cost is 
necessary before any attempt to introduce standards 
could be made successfully. T'he Trust is continuing 
the experiment with the groups who are already 
co-operating with it with a view to attempting to 
determine standards for certain departments. In the 
interim, it would agree with the Fund tnat budgeted 
units o? cost should provide the initial yard-sticks. 


THE CHARTERED ACCOUNTANT 
STUDENTS' SOCIETY OF LONDON 
INSPIRING ADDRESSES AT PRESIDENT'S MEETING 


The President's Meeting of the Chartered Accountant 
Students’ Society of London, briefly mentioned in our 
issue of November rst, was held in the Hall of the 
Chartered Ínsurance Institute on October 28th last 
and was attended by about 400 members. 

Among those present were Mr T. B. Robson, M.B.E., 
M.A., F.C.A., (President of The Institute of Chartered Account- 
ants in England and Wales); Sir Harold Howitt, G.B.E., 
.D.S.0., M.C., F.C.A., Sir Harold Barton, F.c.a., Mr John 
Myers, Е.С.А. (Vice-Presidents of the Society; Mr W. Е. 
Parker, С.В.Е., F.C.A. (Hon. Auditor of the Society); and Mr 
Alan S. Maclver, M.C., B.A. (Secretary of the Institute). 

Mr 5. Harold Gillett, M.C., Е.С.А., President of the 
Society, was in the chair. Introducing the Lord Mayor 
of London, Sir Leslie Boyce, K.B.E., he said: 


The Lord Mayor of London . 
My lord and gentlemen, it is my great privilege tonight, 
on behalf of you all, to extend a very hearty welcome 
to the Lord Mayor of London, Sir Leslie Boyce. 
(Applause.) You will appreciate that for the Lord 
Mayor to be able to spare us a little of his time in the 
closing days of a very busy year is a great compliment 
to this society of young chartered accountant students. 
(Hear, hear.) The Lord Mayor requires no introduc- 
tion from me because he is not only the chief magis- 
trate, the chief citizen, and the head of the Livery of the 
City of London, but he is also a man who appeals to 
us from: the point of view of having what is vulgarly 
called ‘guts’. 

He was wounded with the Anzacs in World War I, 
and returned to Australia where he raised a new bat- 
talion which he commanded in further fighting. He is a 
Balliol man, a great industrialist, a barrister-at-law, and 
he represented Gloucester for sixteen years in Parlia- 
ment. All that you can corroborate for yourselves but 
we in the City think that he is a great man who has 
put up a marvellous performance. With those few 
words, I introduce him to you and ask him to say a few 
words. Му Lord Mayor! (Applause.) 

THE RT. Hon. THe Говр Mayor: Mr President, 
my loré, and gentlemen, I do not think that our 
Presidert has drunk as deeply as he should of verity’s 
cup; otherwise he would not have made such flattering 
remarks about me. І am. only too glad that the Lady 
Mayoress was not within earshot. (Laughter.) She 
would have taken great care to see that I did not have 
to enlarge my hat-band as a result. (Laughter.) 


One of the reasons why it gives me great pleasure to 
come here this afternoon is that your President, .Mr 
Gillett, is known to us in the City of London as Mr 
Alderman and Sheriff Gillett, and he has been for some 
twenty--wo years one of the most distinguished mem- 
bers of our City Parliament, the Court of Common 
Council, and latterly of the Court of Aldermen. He is 
indeed one of the leading public men in the City and 
we are all looking forward with keenness to the day. 
when he will make, as I am sure he will, a brilliant 
Lord Mayor. (Applause.) 


Opinion of the Profession 


I have given myself the pleasure of meeting you for a 
moment because Í could not resist the kind invitation 
which your President extended to me to say what I 
thought of the accountancy profession. 

This is what I think of it. I have had some experience 
of industrial affairs, covering a wide range, and there 
are mary thousands of people employed by companies 
of which I am the head at practically every. strategic 
point in the country. : 

There is not one undertaking, as far as I am aware — 
business, factory, works, or commercial | undertaking of 
any sort — worthy of the: name, that has not its account- 
ants and its auditors who are qualified accountants, 
while in a great many cases one finds qualified account- 
ants on the boards of the parent companies. That shows 
one whaz, from the point of view of commerce and 
industry, your profession really is. If it were not for the 
skill and the training which go to the making of an 
accountant, and if it were not for the unquestionable 
integrity of your profession, this country would not. 
be as great as it is today. ! 


The Auditor's Certificate 


This is very obvious to a Lord Mayor, for the Mansion 
House Баз been described as the home of charitable 
causes in this country because so many charities over 
the past two centuries have been founded there and 
the Lord Mayor presides at their annual meetings. 
When someone, such as the treasurer, gets up to present 
the annual accounts, I always say “We will have the 
auditors' certificate first. You are asking the public to 
subscribe on the strength of the accounts you are going 
to present and I think it is right that we should know. 
what is in the auditors’ certificate.’ It is your certificate 
that is the security which the investing public have for 
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the accuracy of the accounts of concerns, which could 
not survive without their support. 

I therefore regard your profession as one of the 
learned professions and also I think that without the 
presence of a chartered accountant, such as your 
President, the Lerd Mayor's banquet would be 
incomplete. | 

It is a great privilege and а pleasure to me to come 
here and see so many who are coming forward to 
uphold the integrity of a great and wonderful profes- 
sion, upon which we all depend. I wish you every 
possible success in your professional careers. Of course 
some of you will -ake up positions in industry and 
commerce and I Lope that wherever you choose to 
make your career you will have prosperity and success. 
(Applause.) . : 

‘THE Cyarrman: I should now like you to intimate 
to the Lord Mayor vour great appreciation of his 
presence bere this evening in the usual manner with 
three cheers. (Cheers.) 
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Tue Lon» Mayor: Thank you very much. I think 
I shall have to put that at the bottom of my parent 
company's balance sheet. (Laughter.) | | 

The Lord Mayor then left the meeting to keep 
another appointment, He was escorted by Sir Harold 
Howitt and Mr J. M. Watson (chairman of the com- 
mittee) while the meeting stood. 


Lord Balfour of Inchrye 


THE CHAIRMAN: Gentlemen, it is now my pleasure to 
introduce to you Lord Balfour of Inchrye, who is going 
to give you a short address. He requires little intro- 
duction from me-a great industrialist, journalist, 
М.С. and bar in World War 1, in ће R.F.C. and 
R.A.F. Then he has been a Member of Parliament for 
the Isle of Thanet, Parliamentary Under-Secretary of 
State for Air, 1938-44, and Minister Resident in West 
Africa, 1944—45. You will thus see that he has had a dis- 
tinguished career in many fields of activity. I have 
great pleasure in asking him to address you. (Applause.) 


REMEMBER TO BE GAY 


Tue Rr. Hon. Lorp BALFOUR oF INCHRYE, P.C., M.C.: 
Mr President and gentlemen, it is quite an ordeal to be 
surrounded on my right, left and front by those who to- 
day are the actual masters of our fate in relation with 
Authority. I see ranged in front of me several hundreds 
of those who are going to be masters of our fate in the 
very near future, because your learned profession, to 
which the Lord Mayor has just paid such a great 
tribute, seems to me, as an ordinary taxpayer, to be 
becoming, as one of its functions, assessors, on behalf 
of the Government, of the taxes which the citizen has 
to pay to the State. 


1 


„Тһе Profession's Enormous Responsibilities 


Beyond that, I think vou have an enormous responsi- 
bility as a profession today because it is upon your 
advice -now that the legislature has complicated 
matters so with the Companies Act and various other 
Acts- that industrialists formulate their policies. 
Indeed it seems a tremendous responsibility when we 
think that every single person in Britain depends for 
his livelihood on a prosperous industry and that your 
profession has the task of formulating individual and 
collective policies for individual and collective 
industries. й 

For that reason I feel very inadequate to address you 
today and somewhat frightened because really this is 
an occasion for wise and learned advice from those 
highly qualified to speak from great experience. I think 
you will agree witn me that to be of real value, advice 
or suggestions must be based upon personal know- 
ledge and experience. You cannot really get good 
advice from what I ‘call-a written brief; it must come 
from experience, and self-analysis shows that most of 
us know very few subjects well enough to speak or 
“write about them. - 


‘Have Some Fun and be Gay’ 


I havė chosen the title for my address, ‘Remember to 
be gay’, because so many men engaged in public 
affairs, commerce, or one of the professions, confuse 
the-need for dignity and effort in work with a wish to 
give others an appearance of carrying the whole weight 
of the world upor: their shoulders, At the back of their 


minds lurks a thought that people will think they do 
not take their work or responsibilities seriously enough 
if they are seen giving way to any natural light-hearted 
emotions or actions. : 

Whether a young man is destined to be a Fellow of 
All Souls, a brilliant surgeon, a leading Q.C., a captain 
of industry, an Air Marshal, a Cabinet Minister, or a 
chartered accountant, my message is ‘For goodness 
sake have some fun and be gay'. Any situation or 
problem can yield some fun and gaiety somehow, 
some time, if you are determined to extract this from 
it somewhere. You will reap rich dividends in better 
spirits, better achievement and, most important of all, 
in better friends. 


Four Rules for a Full Professional Life 


To ‘be gay and have fun’ needs four things from your- 
self. First, do not take yourself too seriously; above all, 
avoid: pomposity like the plague. Secondly, cultivate 
a true sense of relative values, so that you know what 
things are really worth while and what things will give 
to you true personal happiness. Thirdly, try to be kind 
and generous in human relationships. Fourthly, use 
all the courage that God has given you. 

As regards the first, what a bore is the man, young 
or old, who so bravely and consciously carries his own 
burdens and looks around to see how he can overload 
his shoulders by seizing the burdens of others before 
they really know what is happening! Always this over- 
serious individual manages to ferret out the gloomiest 
and dreariest aspects of any situation. With ponderous 
authority he is ever ready to darken any gleam of 
hepeful light with constant efforts to guide his more 
frail and failing friends in the paths they should rightly 
follow. , 

Something of this outlook is recorded of the learned 
Mr Bryce in Mr Campbell-Bannerman’s Liberal 
Cabinet of 1906. Mr Bryce was ever-ready and willing 
to instruct his Cabinet colleagues on all subjects. On 
one occasion, the Cabinet was discussing a reported 
increase in alcoholic consumption in Britain. The 
Home Secretary commenced the discussion. Mr Bryce 
intervened  weightily. At length Prime Minister 
Campbell-Bannerman stopped him, saying: : 
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"We are fortunate in having had the benefit of Mr 
Bryce's views on the Far East. Equally lucky are we to 
have had the benefit of his knowledge of the present 
economic situation. We have listened to much advice on 
how to finance our Colonial projects, but, when it comes 
to getting drunk, we are all equal here!" (Laughter.) 
Remember that to get the gaiety and fun that lie 

dormant in any situation or task requires a sense of the 
ridiculous, and, even more important, a willingness to 
laugh at one’s šelf j just as much as at others. 


True Honesty of Mind 


On the second requirement, ‘a true sense of relative 
values’: often we hear that some occasion ‘did not 
come up .to expectation’. Other times we learn. of 
unexpected pleasure when least expected. To learn 
what is and what is not worth while and what does and 
what does not give real pleasure needs above all other 
things a true honesty of mind. 

I would like to give a personal account of an experi- 
ment in assessing relative values which several of my 
friends and I carried out some years ago. Following 
the 1914-18 World War, Lord 'Trenchard selected a 


number of young officers, who had survived the маг: 


years, as the first instructors to the newly-formed 
Royal Air Force Cadet College at Cranwell. The 
chief flying instructor was the present Marshal of the 
Royal Air Force, Viscount Portal of Hungerford. We 
were 2 batch of young and questing men, wondering 
how and why we had survived a war in which so many 
of our friends had died. Now the task was to readjust 
personal existence to peacetime. service. 


Units of Pleasure per Hour 


We agreed to meet each evening, compare our day’s 
activities and try. to assess them by à measure we 
invented which was termed ‘units of pleasure per hour’. 

Each would have. to list what he had been doing and 
declare frankly and honestly how much pleasure each 
particular activity had yielded up, expressed in these 


, units of pleasure per hour’, In order to reach a com- 
; mon standard for measurement, we conceded that the 
_ extreme limit of тоо units of pleasure per hour. would 


reflect a state of happiness unobtainable on this earth.- 
Maybe some fortunate man might enjoy oné or two: 


, exquisite moments iri life giving à degree of happiness 


Ax 


from within and without which could never again be 
reached. 'T'hus,a few lucky individuals at these previous 
moments may-have touched 85-90 units per hour. 
At.the other end of the scale, we agreed that if any- 
one dropped so low as 20-25, he would have to be in 
a-state of almost: suicidal depression and misery. 
(Laughter. An average of 40-45. for the day meant 
generally doing well. After a few weeks of comparing 


results, some. surprising conclusions were thrown мр. 


The more serious-minded of our number registered 
an average of 65—70 during such times as when reading 
with a wish for improvement of mind, or taking part 
in debating society argument. Those ‘who turned to 
the Church for spiritual comfort claimed sincerely and 
modestly an even higher registration during times of 
wachip and meditation. T 25 


" Top- Score : 
For myself, I remember registering-my top. score when 
flying a perfectly-tuned aeroplane in glorious weather 
over beautiful countryside. Playing for the College 
rugby football team in those days put the scale for me 
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up to nearly 60. The social life and activities, guest 
nights, general liveliness, and the occasional excesses 
allowed to youth, tended to register decreasing assess- 
ments as time went on. In this game of judging daily 


- life in terms of ‘units of pleasure per hour’ we reached 


some standard of relativity in values which showed 
where and how we might hope to find individual satis- 
faction and enjoyment. Even now, sometimes I find 
myselr reflecting on the events of a particular day. and 
measuring them against this same scale. Try out for 
yourselves this experiment of test by measure. 

On the third requirement, ‘to be kind and generous 
in hurxan relationships’, you can only have fun and be 
gay if you are kind. Unkindness never engenders fun. 
You may be funny ~ perhaps at the expense of some- 
one weaker — but it is very different from having fun 
out of life. It is so terribly easy to wound or hurt. The 
thoughtless hurt is bad enough, but to wound on pur- 
pose is a wicked thing and ranks with bullying and 
meanness. Sarcasm, itself an unattractive trait, can be 
a weapon to inflict pain on another. 

Sir Henry Sidney, in a letter to his son, Sir Philip 
Sidney, wrote: 

‘Let our mirth be ever void of scurrility and biting 
words to any man, for a wound given by a word is oftimes 

-harder to be cured than that which is given with the 


sword.’ . 
Mr Winston Churchill 


Of all the great men, powerful men and forceful men 
I have met, Mr Churchill is to me the greatest example 
of generosity of mind. He is known to the world for 
qualities of courage, leadership and scholarship. Those 
who served with him and under his authority know the ` 
kindness and generosity that animate his outlook on 
fellow-man. This has never impaired the essential. 
severity with which a Prime Minister must, on 
occasior, wield his authority. Always the fallen find 
themselves consoled and helped, following delivery 
and acceptance of the just reward. for failure; " 

© Fourthly and finally, ‘courage’. The physical and 
moral coward can get no gaiety out of any situation. 
The knowledge of weakness prevents the mind. from 
balanced and proper working, There is always · the 
gnawing fear that the coward will be found out in his 
cowardice. For him, there i is no fun in life, 


Fighting Fear 


Courage does not mean not to fear. It means fighting 
fear. Most of us have been scared badly often and 
certainly anyone who has had anything to do with 
fiying aeroplanes knows this well. The thing to do is 
to take fear and look it in the face. No one can do more 
than his best in fighting to overcome fear and, in ‘some 
strange way, Fate decrees that the best usually ‘turns 
out to be sufficient for the oécasion. In your profes- 
sional and’ private. life, have courage. Read Мг 
Churchiil’s life story- and learn the lesson of true 
bravery, unflinching in: “adversity and. humble in 
success. ' - Ў 
- I conclude by reminding students of the fireclay: of 
mechanics,, ‘every action must have an equal: ‘and 
opposite reaction’. Have fun’ yourself and give out 
gaiety to others, You will find it returned to you ‘in. fall 
measure. from those: made . happier on their, journey 


Lord. Balfour, of. тпа е by. "Sir Harold 
Howitt, and to Mr.Gillett, proposed by, Mr: Brett. . 
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HULL, EAST YORKSHIRE AND LINCOLNSHIRE 
, SOCIETY OF CHARTERED ACCOUNTANTS 
SILVER JUBILEE ‘DINNER IN HULL 


The silver jubilee dinner of the Hull, East Yorkshire 
and Lincolnshire Society of Chartered Accountants 
was held on Friday, November 28th, 1952, at the 
Guildhall, Hull, with the President of the Society, 
Mr М№.:В. Hart, O.B.E., T.D., D.L., M.A., LL.B., F.C.A., in 


the' chair. The 175 members and guests who attended ` 


were received by Mr Hart, Mr T. B. Robson, M.B.E., 
M.A., F.C.A., President of The Institute of Chartered 
Accountants i in England and Wales, Councillor A. K. 
Jacobs, J.P., Lord Mayor of Kingston upon Hull, and 
Mr F; R. Metcalfe, Sheriff of Kingston upon Hull. 

Among those present were Sir Basil Mayhew, K.B.E.; 
K.].ST.J., F.C.A., Vice-Chairman, Reckitt & Colman Ltd; 
Mr W. L. ‘James; J.P., Director and General Manager, 
John Lysaghts (Scunthorpe. Works) Ltd; Mr J. H. 
Nicholson, M.a., Principal, University College, Hull; 
Mr C. H. Pollard, O.B.E., .F.L.M.T.A., F.S.A.A., President, 
Institute of Municipal "Treasurers, and City Treasurer, 
Kingston upon Huil; and 


Messrs William Barr (Secretary, Hull Incorporated Chamber. 


of Commerce and Shipping); A. A. Beardsall, F.c.A. (Vice- 
Chairman, Grimsby and North Lincolnshire Group of the 
Society); E. P. Broome, F.c.a. (President, Nottingham 
Society of Chartered Accountants); E. H. Bullock (Town 
Clerk, Kingston upon Ний); J. Camamile, F.C.A. (Chairman, 
Lincoln and South Lincolnshire Group of the Society); 
Douglas A. Clarke, LL.B., F.C.A. (Chairman, London and 
District "Society of Chartered Accountants). 

"Ме R. L.: Davy, .F.5.A.A.. (Vice-President, Incorporated 
Accountants Hull and District Society); Colonel A. 1. Downs, 
T.D., F.C.A. (First President of the Society); Mr Derek du 
Pré "Editor, ‘The Accountant’); Councillor H. Fairbotham, 
(Chairman, Kingston upon Hull Corporation Property and 
Bridges Committee); Messrs G. N. Fullagar, r.c.a. (President, 
Liverpool Society of Chartered Accountants); C. A. Harrison, 
O.B.E.; F.C.A. (President, Leeds, Bradford and District Society 
of Chartered Accountants); S. T. Kershaw, J.P. (Actuary, 
Hull Savings Bank); Thomas C. Kettlewell, r.r.c.s. 
(President, Goole Chamber of Commerce and Shipping). 

‘Messrs G. Т, Lotherington, КЛ. (President, Hull 
Institute of Estate. Agents); W. J. G. Lovell, A.C.L.1., АЛ.А.5. 
(President, Insurance: Institute, Kingston upon Hull); T. B. 
Маск (Managing Editor, ‘Hull Daily Mail’);-A. S. 
Maclvér, M.C., B.A. (Secretary, Institute of Chartered 
Accountants); J. L. E. Phillips, B.A., LL.B, (Hon. Secretary, 
Lincolnshire Incorporated Law - Society); - -Colonel A.. V. 
Rhodes, M.C., mu о J-P. (President, Huli Incorporated Law 
Society); Mr E. E. V. Rowley, a.c.a. (President, Leicester- 
shire and № orthamptonshire Society of Chartered Accountants), 


Messrs P. D. Saner (Hon. Secretary, Hull Incorporated. 


Law Society); Fiederick Shores, r.c.r.s. (President, Hull 
and District Branch, Chartered Institute of Secretaries); 
A. С. Smeeton; -Р.С.А:- (President, peed and District 
Society of Chartered Accountants); R. W. Smith, 0.B.z., 
E.C.A. (President, South Eastern Society of Chartered 
Accountants); N. S. Staveley (Hon. Secretary, Chartered 
Accountants "Students! Society оў Kingston upon Hull; 
Charles M. Strachan, O.B.E., F.C.A. yemir of Council, 
Institute of Chartered Accountants), Н Е. Strachan, Е.С.А. 
‘(Vice-President of the Society); D . O. Sullivan (Stipen- 
diary Magistrate, Kingston upon Hall) 

‘Councillor T. ‘Wilcock (President, Hull and District 
Chamber of Trade); Messrs P. Windas, F.a.C.c.A. (President, 
Hull and District Society, Association of Certified: and 


Corporate Accountants); H. Woodcock (President, Hull and 
District Centre, Institute of Bankers); H.M. Inspectors of 
Taxes representing Hull and Grimsby Districts; Managers of 
local branches of banks. 


Practice or Industry ? 


The toast of “The Institute of Chartered Accountants 
in England and Wales’ was proposed by Sir Basil 
Mayhew, who said that in times.gone by chartered 
accountants who left the profession as practitioners and 
entered into industry were not allowed to sit on the 
Council of the Institute — in those days the only thing 
that was demanded of them was their fee, (Laughter.). 
Nowadays the Council Һай among its members. a, 
number of directors of industry. ' 

: Sir Basil spoke of the important work carried out by 
the non-practising accountant who was employed by 
the large industrial concerns. He continued: 

*It is rather difficult to assess the options which are open 
to chartered accountants. There is the option of going into 
practice or serving and working for a practising accountant, 
or there is the work of going into industry or some govern- 
ment or civi! appointment. 

‘If I had to choose again I should take the life of a 
practising accountant. 'T'he reason why I should do that is 
for the variety of jobs which one is called upon to do — the 
responsibilities and decisions which one has to shoulder, 
and the new clients, friends and acquaintances which one із. 
continually being called to look after. 

‘The life of the accountant in industry is différent; 
though life is much more regular, and their work is of the’ 
greatest importance, there is not the same opportunity for 
moving about in the wide and different „circle that is 
enjoyed by a practising accountant. 

‘The practising accountant largely bases his fees on the ` 
time occupied on a job — I have often wondered: what would 
happen if, say, a director of a large engineering concern 
were to keep a time count of every job. which he did — you 
would. find. that he would lose every client he had. ^ 
(Laughter). ` 

In conclusion, Sir Basil audited his own career ЕБВ 
Һаа commenced by the opening of a practice in partner- 
ship some forty-five years ago with the sum of £100, 
and said that he believed there was still a chance, in. 
spite of high taxation, for a young man to start in 
practice and make a success of it. 

Responding to the toast, Mr Т. B. Robson dide: 
ledged the debt which the Institute owed to. those of 
its:members who аге engaged in industry. 

Proposing the toast of ‘The Trade and Commerce of 
East Yorkshire and Lincolnshire’, Mr Hart said that 
this was the silver jubilee of the Society, which had 
held its first meeting in September 1927, presided over 
by Colonel A. J. Downs, т.р:, F:c.a., and attended by 
about nine other members, all of whom were happily 
present on this occasion: (Loud applause.) 

Mr Hart outlined the interests and industries en- 
јоуёа by the different districts and Mr James replied: 

The toast of ‘Our Guests’ was proposed by Mr H. F. 
Strachan, ғ.С.А., Vice-President of the Society, boxe 
Mr Nicholson responded. · А MEE 
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~ WOMEN CHARTERED ACCOUNTANTS’ 
DINING SOCIETY 


ANNUAL OPEN DINNER IN LONDON 


The annual open dinner of the Women Chartered 
Accountants’ Dining Society was held at The Hotel 
Rubens, London, on Saturday, November 29th, 1952. 


Miss G. L. Loring, B.A., A.C.A., Chairman of the Society,“ 


presided, and with Miss F. M. Flew, F.c.a., Vice- 


Chairman, received the sixty-five members and guests 
who attended. 


. Among the guests were: Dame Kathleen Courtney, D.B.E. 
(Joint President, United Nations Association; Mr T. B. 
Robson, M.B.E., M.A., F.C.A. (President, The Institute of 
Chartered Accountants in England and Wales); Mr A. S. 
MacIver, M.C., B.A, (Secretary of the Institute); Mr Ernest 
Long, БАЈА. F.ILM.T.A,, F.C.L.8. (Secretary, British Electricity 
Authority); and Mr Derek du Pré (Editor, ‘The Accountant’). 


à The toast of "The Institute of Chartered Account- 
ants’ was proposed by Miss Loring, who expressed her 


regret, and that of the company, at the absence through-- 


illness of Sir Arthur E. Sylvester, K.B.E., Е.С.А., and 
Mr G. D. Е; Dillon, B.A., Е.С.А. 

Speaking of the Society, Miss Loring said: 

‘We are a very small body, about 150 members, whereas 
the'men amount to some 17,000. It might be a difficult 


speculation to know whether it would be possible for us to 
grow as much as that.’ E 


| Upholding Great Traditions 


The differences between men and women accountants, 
she continued: 


‘are по пр as compared with the similarities and although 


we тагу hope to break down some of their conventions ~+ . 


the mere fact of holding this dinner is breaking their 
conventions – we always wish to uphold their great 
traditicns.’ (Hear, hear.) 

Mr Robson paid a high tribute to Miss Loring in the 
. course of his reply to the toast. Speaking of the men 
who were present, he said that he recognized some of 
thern, but most, he imagined, were husbands and friends 
of members. | А 

‘If I have myself any grumble ќо which I dare give 
utterance tonight,’ he continued, ‘it is that the women 
chartered accountants deem it necessary to protect them- 
selves with their husbands and friends but give the poor 
president and secretary of the Institute no corresponding 
protection by their wives. We are, nevertheless, most 
grateful for your invitation to us in our solitary state.’ 
(Laugh:zer and applause.) 2, 


Women Members of the Institute 
He continued: 
‘Out of a total membership of 17,000 we now have 147 


women members, 38 of them in practice and the remainder . 


not in practice. In addition there are prospective members 
in the shape of articled clerks to the number of 100. These 
figures do not seem to indicate any vast invasion of the 
profession by your sex. Perhaps you believe in qualitative 
rather than quantitative penetration.’ 

He had recently spoken to young people on the need 
for an zdventurous spirit E 

‘Unless we can develop that spirit in our young men and 
women who are growing up, what a drab, uninteresting life 
they are going to havel 

‘You have only to look at the crowds who enter the 
cinemas for the purpose of seeing their favourite film stars 


perform incredible feats, to realize what a craving for 
adventare there is. Our young people seem less prepared to 
leave their home bases and venture abroad than formerly 
was the case, though I am bound to say I have known 
women chartered accountants go to Singapore and South 
Africa even when male recruits were almost unobtainable. 
‘Bu: I am sure, nevertheless, that the lust for adventure 


is still there if it can be evoked. There is adventure to. be. 


found both at home and abroad; it must be sought by our 
people if this country is to survive as a first-class power.’ 
(Appleuse.) 


The Accountant in Public Life 
Dame Kathleen Courtney, proposing the toast of 
‘The accountant in public life’ said that accountants 


played an enormous part in the life of the community, : 


much more than was realized, and constituted ‘an 
extremely valuable element in the life of this country. 
The mere fact that an accountant spent a great deal 
of tim2-clearing up muddles – other people's muddles ~ 
made him a much needed member of our everyday 
existence, : 

Dame Kathleen continued: 

‘Accountants do give us something which is badly wanted 
in pubiic life, and that is a certain'air of detachment. One 
cannot deal in figures without being detached — a quality 
which :s invaluable and as you will agree, how little there 
is of it in the world today. 

‘I do immensely welcome what I understand is an 
increased influx of qualified chartered accountants into our 
public life and public business. It must make an enormous 
differer.ce in these affairs to those who manage and who are 
concerr:ed with them, if the monetary side is overlooked by 
qualified people who really know all the hard facts. 

"We do want exactness in our public life – and account- 
ants must bring that admirable and excellent policy of 
accuracy and exactness to the affairs they deal with. We 
want pecple who know what facts stand for, and who are not 
always crying to escape from them. Е 
In conciusion, Dame Kathleen said: . > 

‘I believe that you can all make an immense contribution 
to public life in the future by the kind of work that you do — 
not only on the natio за! side but on the international side, 
too. Surely there must be something very international 
about accountants - and the whole business of accounts 
must be -he same the world over. E 

‘I speak to you with the greatest respect and admiration, 
for your тазк is a hard one.’ (Applause.) 

Responding to the toast, Mr Long said of .the 
British Electricity Authority: 

'At the moment we have six accountants. I wonder how 
many we shall have in twenty-five years’ time? How are we 


going to train the people responsible for looking after our - 


accounts in five or ten years’ time? Are we going to look to 
the profession, or are we going to inbreed — are we going to 
the closed shop or are we going to import new blood? . 
. "There should be a place for chartered: accountants ~ for 
all sorts of accountants — to make a career in our organiza- 
tion, and I do think that we should not be content to rely 
upon the practice of inbreeding.’ Y . ^ 
The toast of “The guests’ was proposed by Miss 
Flew; Mr Derek du Pré responded. ae 
Miss Flew then paid a warm tribute to Miss Loring and 
expressed theif appreciation of the excellent work done 
by the Honorary Secretary, Miss -Margaret Fox, A.C.A. 
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DINNER IN DARLINGTON 


North Yorkshire and South Durham Branch of the Leeds, Bradford and 
District Society of Chartered Accountants 


The third annual dinner of the North Yorkshire and 
South Durham Branch of The Leeds, Bradford and 
District Society of Chartered Accountants was held 
at The Imperial Hotel, Darlington, on Wednesday, 
November 26th, 1952. 

The chairman of the branch, Mr A. Henderson, 
A.C.A., who is also President of the North Yorkshire 
and South Durham Chartered Accountant Students’ 
Society, presided, and with Mr C. W. Boyce, c.B.z., 
F.C.A., Immediate Past President of The Institute of 
Chartered Accountants in England and Wales, received 
the eighty-five members and guests who attended. 

Among the guests were the Rt. Hon. the Lord 
Lawson of Beamish, Lord-Lieutenant of the County 
of Durham, Councillor J. О. F. Hewlett, o3.£., J.P., 
T.D., A.C.A., Mayor of West Hartlepool, and 


Messrs R. Н. Апдегвог, a.c.w.a. (Middlesbrough and District 
Institute of Cost and V/orks Accountants); C. P. Armistead 
(Vice-Chairman, Institute of Bankers, Middlesbrough District); 
L. W. Arnett, M.B.E., F.A.I. (Chairman, Chartered Auctioneers 
and Estate Agents Institute, South Durham and North 
Yorkshire Sub-branch); H. Bolton, F.c.a. (Immediate Past 
President, Leeds, Bradyord and District Society of Chartered 
Accountants). 

Messrs P. Cooper, Е.С.А. (Hon. Secretary, Northern 
Society of Chartered Accountants); Derek du Pré (Editor, 
‘Tne Accountant’); E. G. Fairburn (Vice-President, Tees-side 
Chamber of Commerce); C. A. Harrison, O.B.E., F.C.A. 
(President, Leeds, Bradford and District Society of Chartered 
Accountants). : 

Messrs T. Jewitt, БАЈА. (President, Incorporated 
Accountants’ Newcastle and District Society); S. Lithgow 
(President, Durham end North Yorkshire Law Society); 
C. H. 5. Loveday, a.c.a. (Assistant Secretary, The Institute 
of Chartered Accountants in England and Wales); E. M. 
Robinson, 0.8.8., T.D., F.C.A. (President, Northern Society of 
Chartered Accountants); C. Robson, F.c.1.s. (Chairman, 
Middlesbrough and District Tees-side Branch of Chartered 
Institute of Secretaries). 

Messrs Р. С. Seapey (H.M. Inspector of Taxes, West 
Harilepool); R. W. Swinbank, F.c.a. (Hon. Secretary, North 
‘Yorkshire and South Durham Chartered Accountant Students’ 
Society); K. G. Warriner, F.c.a. (Hon. Joint Secretary, Leeds, 
Bradford and District Society of Chartered Accountants); 
R.. P. Winter, M:C., T.D., F.C.A. (Member of Council, The 
Institute of Chartered Accountants in England and Wales). 


Figures, not Combustible Elements 


The toast of “The Institute of Chartered Accountants 
in England and Wales’ was proposed by Lord Lawson, 
who, in the course of a most entertaining speech, said 

‘You, of course, represent an exact profession compared 
with my inexact profession of a politician – you deal in 
figures, whereas we deal in combustible elements.' 
(Laughter.)- 

‘You gentlemen represent an organization that I know 
has a great repute throughout the world — there are certain 
things in this country taat are not only held in respect 
among nations of the world, but almost in awe, and your 


great Institute of Chartered Accountants in England and 


Wales is one of them.’ (Applause.) | 


The Institute's Increased Activities 


In the course of his reply to the toast, Mr Boyce 
said that they could be justly proud of the Institute 


with its present membership of about 17,000; fifty 
years ago there were about 2,700 members. . 

‘But this increase in membership,’ he said, ‘coupled with 
the complexities of modern legislation and the intricacies o 
modern commercial practice, throw an increasingly heavy 
burden on the shoulders of the Council. у 

‘During my own period of seventeen years’ membership: 
of the Council I have seen vast changes and an enormous 
increase in activity. During the year 1951, the Council met 
on thirteen occasions and the various committees and sub- 
committees held 179 meetings, and when I tell you that 
the attendances at. meetings of the Council and of the 
committees totalled 88 per cent of the possible attendances, 
I think you will agree that those to whom you have entrusted 
the direction of the affairs of the Institute have not beer 
neglectful of their obligations.’ (Hear, hear.) 


Referring to the success of the recent Sixth Inter+ 
national Congress on Accounting, Mr Boyce continued? 

"Perhaps the most thought provoking paper was that 
introduced by Mr Barrowcliff who was the Vice-President 
of the Congress, on the thorny subject of “Fluctuating 
price levels in relation to accounts”, and I would like to 
say that whether one agrees ог not with Mr Barrowclifi's 
conclusions, he is to be congratulated on providing a. paper 
on a subject which gave rise to an interesting discussion by 
delegates from many countries overseas.’ . 


Recommendation XV "n 


‘The Council of the Institute and, indeed, not only thé 
Council but members of the Taxation and Research 
Committee, have given an enormous amount of time and 
thought to this problem and thé conclusions reached weré 
set out at length in Recommendation XV which was issued 
to all members last May. ПО Е 

‘There may be some here who do. not agree with the 
conclusions reached by the Council and set out in the 
document. The Council is only too glad to hear the views of 
those who do not see eye to eye with it but even those who 
disagree will, I am sure, admit that the Council has had the 
courage of its convictions in publishing a reasoned statement, 
a course which, so far as I am aware, has not been adopted 
by any of the other bodies of accountants. · . i 

А5 I said in my presidential address at the annual general 
meeting of the Institute last May, the defects in the 
alternative proposals so far examined ~ that is, the alterna- 
tives to historical cost — are serious and we should not 
minimize them, but at the same time they should not 
deter us from further study of the problem. : 

"The International Congress is over and we have the 
benefit of having heard the results of experience and 
research from many countries, and the Council has now 
implemented its promise to convene a meeting of the othér 
professional bodies with a view to further study of the 
problem. 'T'he first meeting of the representatives of those 
professional bodies has been held.’ . 


Mr Boyce then referred to the training of articled 
clerks, stressing the value of the residential courses, 
and asking principals to encourage their articled clerks 
to attend. ‘I suggest’, he added ‘that such encourage- 
ment could also take the form of some financial 
assistance.” Mr Boyce concluded with a tribute to 
the Institute's secretariat. -< 

A toast to ‘Our Guests’ was proposed by Mr 
Norman W. Bell, F.c.A., in a most amusing speech: 
Councillor Hewlett and Mr Derek du Pré replied. 
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BIRMINGHAM CHARTERED ACCOUNTANT 
. STUDENTS’ SOCIETY 


ANNUAL DINNER 


The annual dinner of the Birmingham Chartered 
Accountant Students’ Society was held at The Grand 
Hotel, Birmingham, on Friday, November 28th. Mr 
F. C. A. Ledsam, F.c.a., President of the Society, 
presided, and the company of 349 members and guests 
included The Rt. Hon. The Viscount Davidson, P.c., 
G.C.V.O., C.H., C.B.; Mr D. У, House, F.c.a., Member of 
the Council of the Institute; Sir Hugh Chance, Vice- 
Chairman, Worcestershire County Council; The Very 
Reverend H. G. M. Clarke, M.A., Provost of Birming- 
ham, and 

Messrs Gilbert Ashton, M.C., J.P., МАЈ G. L. Barnes, 
M.A, A.C.A. (Assistant Secretary, University of Birmingham); 
G. Corbyn Barrow, B.A., LL.B. (President, Birmingham Law 
Society; Member of the Council of the Law Society); W. L. 
Barrows, J.P., F.C.A. (Vice-President of the Students’ Society; 
Member of the Council of the Institute); 'T. A. Hamilton 
Baynes, J.P., M.A., F.C.A. (Member of the Council of the 
Institute); C. W. Blasdale (H.M. Senior Inspector of Taxes); 
C..G. Burton, M.COM. (Secretary; University of Birmingham); 
Professor Donald Cousins, B.COM., A.C.A. (Professor of 
Accountancy, University of Birmingham); Mr W. C. Cunning- 
ham;.Major. Gilbert Dennison, c.&.£; Mr F. Vincent 
Everard, J.P. 

: Messrs W. W. Fea, B.A., А.С.А.; Н. James Gittoes, J.P., 
РСА. (President, Birmingham and District Society of 
Chartered Accountants); Captain Sir Maurice Huntington- 
Whiteley, BT., R.N.; Messrs 'T. E. Hurst (District Manager, 
Lloyds Bank); Ian C. Lea, M.B.E., T.D., M.A.; . Osler, 
, То. (Vice-President, Birmingham and Midland Institute); 

Ј. Glyn Picton, м.сом. (Lecturer in Industrial Economics, 
University of Birmingham); A. M. B. Rule, 'M.B.E., M.A., 
LL.B. (Principal, Birmingham College of Commerce); RG. 
Trevithick (H.M. Principal Inspector. ој .Taxes); E. С 
Turner, T.D., M.COM., F.C.A. (Hon. Secretary, и 
and District’ Society. of Chartered Accountants); R. B. 
Waterer, с.в. (Solicitor of Inland Revenue); H. B.'T. Wilde, 
F.C.A. (Member of the Council of the Institute) · НЕ 
together with representative of other chartered account- 
ants students’ societies and kindred bodies. 


High Standards of the Profession 


Proposing the toast of “The Institute of Chartered 
Accountants’, Lord Davidson said that it was an act 
"о supreme courage for a layman like himself to enter 
a lion’s den of professional accountants and ‘their cubs’ 
(laughter). He had wandered over the world during 
most of his life and he did not believe there was a 
capital even in the remotest and least important 
country where there was not to be found:a repre- 
sentative of some British firm of chartered ac- 
countants. The reason was simple: British standards of 
accountancy had always been the highest in the world, 
and those standards remained as high today as they 
had ever been. 

Replying to the toast, Mr House recalled that his 
first contact with a students’ society had been with 
‘the Birmingham Society thirty-two years ago, when he 
was an articled clerk in: Liverpool and had come to 
Birmingham to represent the Liverpool Students' 
"Society in a joint debate. 


Examinations: Before and After 


As a zormer chairman of the Examination Committee, 
Mr House remarked that hours were spent by all 
concerned to make sure that the papers contained no 
traps, but despite this, a number of candidates seemed 
to take equal trouble to try to find traps, or to find the 
answer to something which only the wildest imagina- 
tion could read into the question. His advice to can- 
didates in this respect is to trust the examiners and 
only znswer exactly what | was set out in the question. 
He added: 

*Another subject which "must be Stressed is general 
knowledge. Although when preparing for your examinations: 
you may think that the text-book matters are all-important, 
it is vital that you should. not neglect the wider aspects of 
your training. Always remember the greater knowledge 
which you will require when you are qualified. . .. 

“T'he Council has recently been disturbed to learn through. 


the students’ societies all over the country that there seems 


to be a lack of interest in lectures on general subjects, and 


that at:endances are poor. Опе would have thought that е. 


questions set in the general knowledge papers in both the 
Intermediate and Final examinations would have impressed 


upon students the benefits which can be obtained from ` 


attendance at lectures of this sort." 

Continuing, Mr House declared that Birmingham had 

played its part in the work of the examinations, and the 

services of Mr Barrows and Mr Hamilton Baynes as 

members of the Examination Committee were invalu- 

able. : 
Value of the Summer Courses 


Speaking of the work of the Institute, Mr House drew 
attention to the annual summer course at Oxford. 
This course, which followed the earlier example of the 
refresher course for those returning from the war, had 
been a great success. It was attended by members iri 
large and small practices and in all types of industry, 
and was a splendid opportunity to mix with one's 
fellows, hearing about their difficulties and helping ! to 
solve cne's own. 

Here again Birmingham had played a prominent 


part; Мг Barrows had been a group leader and а’ 


member of the Summer Course Committee from the 
start, and would be reading a paper at the course next 
year; Mr Fea had already read a paper and had been a 
group leader as had Mr Hamilton Baynes. Papers Rad 
also been given by Mr N. G. Lancaster and Mr Waring. 

Another member of the Birmingham Society who had 
contributed much to the courses was Mr Stanley 
Kitchea. 

The toast to “The Midland баке was proposed 
by Mr 2. A. G. Osler, and Sir Hugh Chance responded. 
Mr F. Vincent Everard, proposing "The Birmingham 
Chartered Accountant Students’ Society’, said that 
industrialists expected from their accountants a quick 
‘news service’. Mr H. B. Huntington-Whiteley, 
honorary secretary of the Society, responded. 


The health of "Ihe Guests’ was proposed by Mr · 


W. P. Kember, honorary assistant secretary of the 
Society, and the Rev H. G. M. Clarke, responded. 


re 


` Mr Peter Freeman asked the Chancellor of the. 
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IN PARLIAMENT 


Charities: Legal Covenants 


Exchequer, when he undertakes his review of the 
national finances at the end of the year, if he will 
reduce the periods of covenants of legal charities from 
seven to five years; and what would be the loss of 
revenue if such a proposal were adopted. 

Mr Boyp-Carpenter: The hon. member will not 
expect me to anticipate my right hon. friend’s Budget 


statement. It is not possible to estimate precisely’ 


what this proposal would cost the Revenue, but it 
might be a considerable amount. 

Mr Freeman: Is the hon. gentleman aware that 
many charitable organizations which have adopted 
this practice are finding their subscribers very reluc- 
tant to enter into contracts for as long a period as 
seven years in these very uncertain days, and that, if 
the period was reduced, subscribers would probably 
renew their contracts and there would be no loss in 


revenue? Will he put this to the Chancellor of the 


Exchequer and ask him to give it serious consideration 
at the proper time? . i 
Mr Boxp-CanPENTER: The hon. gentleman may be 
reassured to know, that under the present law the 
number of covenants of this sort is increasing. i 
. Hansard, Nov. 27th, 1952. Oral Answers. Cols. 603-4. 


; United Kingdom-India: Double Tax Relief | 


Mr ARBUTHNOT asked the Chancellor ‘of the Exche-. 
quer whether Her Majesty's Government will include 
the need for reciprocal tax relief between India and 
the United Kingdom among the subjects for consi- 
deration at the forthcoming Commonwealth Prime 
Ministers’ conference. ` 

Mr Boyp-Carpenter: I fully understand the need 
for a double taxation agreement with India, but the 
negotiation of such an agreement involves highly 
technical matters affecting this country and India which 
could not conveniently be considered at the conference. 

Mr Remnant: Is the Financial Secretary aware of 
the importance of this matter to sterling companies 
operating in India which-owing to the unusual rules 
as to domicile imposed by India, have to pay an 
interest’ from their gilt-edged investments, taxes 
папа to 24s іп ће £? . 
^ Mr Воур-САВРЕМТЕЕ: І. am well aware of the 
importance of this: matter both to the companies to 
which my hon. friend refers and to the genem 
national interest. 

Hansard, Moy: 27th, 1952. Oral у ЕН Col. 596—7. 


Apprentices’ Tax Allowances 


Mr J. T. Price asked the Chancellor of the Exchequer 
if he is aware of the great hardship inflicted on parents 
of apprentices by the meagre allowances recognized 
for income-tax purposes; and if he will take steps to- 
ensure that a junior going to work is treated not less. 
favourably in this respect than a junior remaining аб 
school. 

Mr Bovp-CanPENTER: This matter was discussed: 
at length in this year's Finance Act debates, when the 
limit of earnings at which child allowance ceases to 
be due in these cases was raised from £13 to £26. I 
would remind the hon. member that it is within.the 
terms of reference of the Royal Commission. 

Mr Price: Before the hon. gentleman and his right 
hon. friend proceed to allocate any further bonuses to. 
sur-tax payers in the next Budget, will they get down: 
to. this question and recognize that there is a grave 
anomaly between thé parents of apprentices. and the 
parents of students who are continuing their educa- 
tion at very great cost to public funds, and that it is a 
question on which the Treasury should be ; more alive 
to the hardships inflicted on many constituents .of 
hon. members on these benches as well as on. the 
benches opposite? 

Mr Bov»- CARPENTER: The hon. gentleman vill 
recall that in this year's Finance Act the limit of these 
allowances.was doubled. He will also, no doubt, recall 
that my hon. and learned friend the Solicitor-General 
made it clear that any question of a more radical 
review of this matter.must await the views d the 
Royal Commission. 

Hansard, Nov. 27th, 1952. Oral Answers. Col. . 595. 


Land Values: Tax 


Major Hicks BEACH asked: the Chancellor of the 
Exchequer what are the objects of the continued 


‘implementation of Section 28 of the. Finance - Act; 


1931, in view of the fact that this section was originally 
put on the Statute Book in connexion with the tax 
introduced under the. Finance Act, 1931, for taxing. . 
land. values. 

: Mr R.A. BurrLER: The information about transfers 
and leases of real property which is obtained under 
this section’ is of great importance to: the Inland 
Revenue valuation office in valuing land ог ‘estate 
duty and stamp duty purposés and in advising and 
assisting Government departmients and local authori- 
ties who are acquiring ог disposing of land. 
-Hansard; Nov. 28th, 1952. Written Answers, | Col. лоб, 
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NOTES AND NOTICES 


Personal | 


Messrs GANE, JACKSON, JEFFERYS & FREEMAN, 
Chartered Accountants, of City-Gate House, Finsbury 
. Square, London, EC2, accounce that, as from Decem- 
ber 1st they have admitted into partnership Mr J. O. 
ELPHICK, A.C.A., and Mr J. D. D. NEWTON, B.COM., 

Х.С.А:, both of whom served their articles with the 
firm and have been associated with them for a number 
of years. They also announce that Mr J. H. Cox, 
¥.C.A., has retired from the partnership by mutual 
‘consent. The style of the firm will remain unchanged. 


Professional Notes 


Mr Ian W. Macdonald, M.A., C.A., a partner in the 
firm of Kerr, McLeod and Macfarlan, Chartered 
Accountants, of Glasgow, and a member of the 
Council of The Institute of Chartered Accountants 
of Scotland, has been appointed to succeed Sir John 
Erskine as general manager of the Commercial Bank 
of Scotland when Sir John retires in December next 
year. Mr Macdonald, who has been a director of the 
bank since 1947, presented one of the five papers on 
‘Accounting requirements for issues of capital’ at the 
Sixth International Congress on Accounting in June, 
which was reproduced in our issues of September 
Ath and 2oth, 1952. 

Mr A. W. Mudie, С.А., a partner in the firm of 
Moody, Stuart and Robertson, Chartered Accountants, 
of Dundee, and a member of the Council of The 
Institute of Chartered Accountants of Scotland, has 
been appointed a member of the Glenrothes Develop- 
ment Corporation in place of Mr James Wright, C.A., 
whose term of office has expired. 

Mr С. W. King, А.5.А.А., АІ.М.Т.А., has been ap- 
pointed Borough Treasurer of Maidenhead. 

Mr W. Ayling, A.5.4.4., АЛ.М.Т.А., has been ap- 
pone Borough ‘Treasurer of Bexhill. 


Am Joint Universities Scheme 
ADMISSION TO THE LONDON SCHOOL OF ECONOMICS 
‘Persons who wish to enrol at the London School of 
Economics for the B.Sc.(Econ.) degree (specializing 
‘in. accounting, law and economics) are reminded of 
the need to make application early. The date at which 
‘applications should be received is normally January 
‘Ist — i.e. applications for session 1952-53 (beginning 
‘October 1953) should be made by January ist, 1953. 
Particulars of the requirements for entry to the degree 
course may be obtained from the Registrar of the 
School, Houghton Street, Aldwych, London, WCa. 


Development Charge: Central Land Moard s 
Statement 
A leaflet has been issued by the Central Tana Board 
describing the immediate effect$ of the Town and 
Couatry Planning Bill, 1952, now before Parliament, 
as it concerns the public. 

The Bill proposes that no development charge shall 
be payable on any development started on or after 
November 18th, 1952 (the date of the introduction 
of the bill), except where it has been included in a 
determination of development charge or an applica- 
tion Zor determination with other development begun 
befcre that date. 

The Board has been requested by the Government 
to suspend the assessment and collection of develop- 
ment charge in respect of development that will not 
be liable to charge under the terms of the Bill. 'The 
Board has therefore decided to give, in cases covered 
by tha Bill, consent in writing to proceed with develop- 
ment without prior determination or satisfaction of 
development charge. Development charge in respect 
of any development started before November 18th 
is nct repayable. 

CLAIMS 

'The £300 million set aside under Section 58 of the 
1947 Áct is not to be distributed, but the Bill provides 
for claims to be satisfied ‘in such manner, in such 
cases, to such extent, at such times and with such 
interest as may hereafter be determined by an Act of 
Parliament passed for that purpose’, The Govern- 
ment's present intentions for the payment of claims 
are indicated in a White Paper (Cmd. 8699 ~ 
H.M.3.O., price 64). 

Claims already determined should be preserved, 
and the Board will finish the assessment and deter- 
minat:on of claims still outstanding. ' 


Bristol Chartered Accountant Students’ 
Society 


The annual dance of the Bristol Chartered Account- 
ant Students’ Society is to be held this year at The 
Roya! Hotel, Bristol, on Friday, December roth. 
Starting at 8 p.m., dáncing will continue until 1 a.m., 
and tickets, which include buffet supper, may' be 
obtained from Mr R. S. Brooks, c/o Messrs Curtis 
Jenkins, Cornwell.& Co, 44 Corn Street, Bristol, r, 
at £r 1s od double; 12s 6d single. The Society will 
welcome members of the senior Society who inay 
wish <o attend. 
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YEAR OF FISCAL ORTHODOXY 


; OR many years prior to November 1951 fiscal methods of 
Es. the economic climate were completely out of 
fashion, in fact, they were almost forgotten. There were 
many times during this period when inflation was suppressed 
only by the most rigid physical controls. And as one leak was 
dammed up another appeared; purchasing power baulked of its 
object at one point quickly turned to another. Scarcely suppressed 
inflation at home was accompanied by large deficits in the oversea 
balance of payments. Whilst it would be far from correct to 
ascribe adverse balance of payments solely to internal conditions, 
there can be no doubt that excessive purchasing power diverted 
productive resources from exports to the home market, and 
whenever the opportunity presented itself, boosted imports. 
Whenever inflation was under control, even if only temporarily, 
the balance of payments also improved. For a short period after 
the end of war the volume of credit was deliberately increased in 
order to force down rates of interest. This particular phase did 
not last long (it coincided with the rapid exhaustion of the 
American loan) but it was not until the advent of the present 
Government that considered steps were taken to revive the 
classical remedies for reducing the volume of credit. 
Perhaps it would not be out of place briefly to review these 
remedies and how they have been applied during the last twelve 


. months. 'l'hey consist in methods designed. to discourage the 


creation of credit on the part of banks and to restrict investment 
by industry and commerce. As an earnest of the intention to 
return to fiscal orthodoxy, the bank rate was raised by one-half 
per cent to two and a half per cent in November 1951. At the same 
time, a very large funding operation was undertaken by the 
Treasury. This served to remove a large volume of short-term 
funds which had for a long time been a contributory factor in the 
excessive liquidity of bank holdings. At the time when this funding 
operation was carried out, some 40 per cent of bank assets were of 
a readily realizable type. This percentage was reduced to 32 by 
the conversion of £1,000 million short-term funds into longer- 
dated securities. The view is widely held, although there is no 
historical proof of this, that in pre-war days the percentage of 
liquid assets to total assets was 30. To this extent, the fall in the 
liquidity percentage was a return to traditional practice. It can 
be argued that when liquidity is being reduced, banks will tend 
to increase their advances only if they sell securities at the same 
time. One obvious effect of the rise in the bank rate was a general 
increase in interest rates and consequently a fall in the price of 


` securities. In circumstances such as existed after «ће funding 


operation, banks are not likely to sell securities and are more 
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likely to limit the loans they make. This was what 
happened in the last few weeks of 1951 and 
throughout the early months of 1952. Bank 
advances at the end of October last were more 
than £200 million lower than they had been six 
months previously. Compared with a year earlier 
the fall was even greater. 

In his Budget speech, the Chancellor an- 

nounced that the bank rate was to. be increased 
to 4 per cent and it has remained at that figure 
since. As an accompaniment to these fiscal 
weapons, the Capital Issues Committee were 
quite early instructed to take an even more 
restrictive line than they had been wont to do, 
and banks were asked to tighten up their lending 
policy to the extent of refusing new loans for 
investment purposes. The removal of part of the 
food subsidies and the institution of charges for 
the Health Services provided concrete evidence 
that the Government was prepared to reduce its 
expenditure, or at worst, to keep it in bounds. 
All these factors — higher interest rates, a careful 
watch on new issues, a reluctance on the part of 
banks to make new advances or renew old ones, 
and economies in Government expenditure — 
are playing their part in reducing the effective 
demand for both capital and consumer goods. The 
. country is no longer suffering from suppressed 
inflaticn; if anything the situation is slightly 
deflationary. 
- Yet the lowering of Иронау pressure has 
not proceeded uniformly. A large excess of 
Government expenditure over income in the first 
seven or eight months of the financial year has 
meant that the deficit has had to be covered by 
the issue of new short-term funds. As a result, 
bank assets rapidly became more liquid. Liquidity 
ratios had risen to 38 per cent by October. 
About this time the Treasury undertook a 
further funding operation. In this the banks took 
part with the result that the liquidity ratio at the 
end of October had fallen to 34:4 per cent. The 
time of the financial year is approaching when the 
Treasury will have no further need to finance a 
deficit between expenditure and income: This 
should mean that a factor adversely influencing 
the situation will no longer operate. 

No one will deny that the economy has much 
more room for manoeuvre than was the case a 
year ago. Both labour and materials can flow 
much more freely into the channels in which the 
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Government desires them. The surprising change 
in the balance of payments situation from a very 
large deficit in the second half of 1951 to a small 
surplus in the first half of 1952 cannot all be put 


down zo lessened inflationary pressure. Indeed, 


it has been freely stated that the accidents of 
timing. so far as concérns payments for imports 
and receipts from exports, have had something to 
do with the balance. However, forecasts are now 
being raade that the balance of payments position 
will have improved even more in the second half ` 
of 1952. 'This gives weight to the view that 
lessened inflationary pressure has had a consider- 
able effect on the position. The strength of sterling 


in recent weeks also owes a great deal to the 


financizl measures taken a few months ago. 
Enthus:asts for fiscal controls are now maintaining 
that it wil! not be possible ever again to deny that 
the price of money and the volume of credit to- 
gether provide the most powerful and all-pervad- 
ing weapon of economic control available to the 
Government. 'T'hese enthusiasts point to the now 
well-known phenomenon that the difference 
between what appears to be an acute shortage and 
a comfortable supply is merely marginal. By very 
slightly reducing aggregate demand shortages have 
rapidly melted away, and with them controls have 
gone also. They name quite an impressive list of 
lapsed controls – the end of tea rationing, the 
resumption of free dealings in lead and, ere long; 
zinc, the rapid fall in the price of second- hand 
cars and greater freedom in building. ' 
The more cautious are inclined to think that 
fiscal controls are generally effective but unless 
employed to supplement direct controls they tend 
to be indiscriminate in their action. They point 
to the more stringent regulations applied by the 
Capital Issues Committee and the banks, and 
consider that these together with fiscal controls 
have been very successful. In their view the 
marrying of the two kinds of controls may well 
produce more satisfactory results for economic 
policy than either alone. There is, however, one 
aspect of the fight against inflation which has not 


yet received the attention it deserves — namely, the ~; 


encouragement of saving. It is far more desirable 
to reduce effective demand by increasing savings 
than by increasing the Budget surplus. Much. 
more could be done to foster the growth of small. 
savings; hints have been given that the thoughts 
of the Treasury are turning in this direction. 
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THE FINANCE ACT, 1952 -XXIII 
EXCESS PROFITS LEVY (CONTINUED) 


\ Y, 7 HERE capital was issued for cash or 
repaid during the standard peried a 
similar apportionment is made but in 

this case it is the part of the standard period prior 

to the transaction which determines the propor- 
tion (Section 38 (2), proviso (1)). The reason is 
that for such part of the standard years as follows 
the transaction, the increased capital can reason- 
ably be expected to have swollen the standard 
profits and to be reflected in the standard in that 
way, and conversely with repayments of capital. 
Where for one of the standard years a percentage 
of the average paid-up share capital has been 
substituted for actual profit, the increase or 
decrease in capital daring the year will automatic- 
ally have been reflected in the notional profit taken 
in respect of the part of the standard year 
following the transaction. . 


Example 13 
Company director-coniroled in chargeable accounting 
period. 
Standard profits chosen 1947 and 1949: 
£11,000+ £9,000 
Shares issuea for cash after January xst, 1947 

(a) July 1st, 1947: 5,000 ordinary of £1 each. 

(b) October rst, 1948: 3,000 ordinary of £1 each. 

(c) March 31st, 1946: 2,000 redeemable preference of 


== £10,000 











£1 each. 
Adjustment to standard profit 
£ 
$ year 14 
(a) esta £500 5 175 
т year 14 ; 
(b) ~ X£3,000X—- = 210 (Theperiod January 
2 years | 199 1st, 1948, to Octo- 
ber rst, 1948, does 
not fall within the 
standard years in 
this case.) 
ri years HE 
(c) 2 Vesti arg (6999 X 56 = 175 
E Total .. ae 560 
Standard profit as 
above .. 10,000 
Adjusted standard .. £10,560 


Example 14 
Facts as in Example 13. The company's first chargeable 
accounting period is the nine months to September 3oth, 
1952.: The {£2,000 redeemable preference shares are 
redeemed. on July rst, 1952. The adjusted standard accord- 
ingly requires to be reduced by the proportion from that 
date to September eae oe 
. 3 months 
^ 9 months =£93 
Adjusted standard £10,560 — £93 = £10,467 
Proportion for nine months (})=£7,850. 


x ooo xi 14 
£2, E 


Where any of the alternative standards under 
Section 38 (4) (5) (c) is claimed, i.e. a percentage 
of paid-up share capital or of net assets at the 
end of 1946 or of 1951, there is no standard 
period and therefore no question of apportion- 
ment arises for transactions before 1952. Trans- 
actions before the chosen date will be ignored for 
this purpose. Where that date is December 31st, 
1946, transactions after that date and before the 


„chargeable accounting period will be adjusted for 


in full (Section 38 (4) proviso). 


Section 38 (3): Undistributed Profits and 

Over-distributions of Profit 
Just as Section 38 (2) makes allowance for 
increases in issued share capital, so Section 38 (3) 
makes allowance for an increase in net capital 
employed which has been achieved by ploughing 
back profits. Conversely, where distributions 
exceed the net profits, the standard is reduced. 
The percentage is again 12, or 14 for director- 
controlled companies, with an apportionment, as 
already explained, where the directors have a 
controlling interest for only part of the chargeable 
accounting period. 

In relation to each chargeable accounting 
period the period for which undistributed profits 
or over-distributions are to be computed begins 
on the ‘relevant date’ and ends twelve months 
before the end of the chargeable accounting 
period. The relevant date varies with the standard 
chosen, as follows: : 


Standard chosen 
Profit, 1947 and 1948 
Profit, 1947 and 1949 

` Profit, 1948 and 1949 
Profit, 1949 and 1950 


Relevant date 

July 1st, 1947. 
January 1st, 1948. 
July ist, 1948. 
July rst, 1949 (Japanese 

occupied territories). 
Capital or assets December 31st, 1946-January tst, 1947. 
Capital or assets December 31st, 1951-January 1st, 1952. 


Where the relevant date is January 1st, 1952, 
it is obvious that for the first chargeable account- 
ing period no adjustment is possible under 
Section 38 (3), since this date cannot be earlier 
than twelve months before the end of that period. 

The computation of undistributed profits, or 
of over-distributions of profit, is made to termin- 
ate twelve months before the end of the chargeable 
accounting period in order to ensure that it does 
not include any part of the chargeable accounting 
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period, nor any part of the accounting period of 
which the chargeable accounting period forms 
part. Otherwise the computation might contain 
two unknowns in that the profit of the chargeable 
accounting period for this purpose is not 
ascertainable until the excess profits liability for 
the same period is known. 

Undistributed profits and over-distributions 
of profit are computed on a special basis, 
the aim being to arrive approximately at the 
amount of cash in fact retained or distributed by 
the company. The rules for the computation are 
contained in the Tenth Schedule and can 


conveniently be dealt with when the computations - 


of profits chargeable and deficiency relief have 
been discussed. | 


Section 40: Borrowed Money 

An allowance of 12 per cent or 14 per cent on 
increased share capital will be useless to a company 
which has chosen to finance its expansion by 
means of debentures or other methods of raising 
loan capital. Many companies have chosen to 
borrow money rather than to issue shares, often. 
because of the profits tax repercussions. It would, 
however, be inequitable to allow such companies 
to increase their standards by a full 12 or 14 per 
cent of their increased borrowed money, since 
interest on that money is deductible in arriving 
at taxable profit, while dividends on shares are not. 
Moreover, interest on borrowed money is not 
treated as a distribution. of profit, while dividends 
are. ‘These matters will be dealt with later. 

Section 40 provides in general an allowance of 
4 per cent in respect of the increase in the 
average amount of borrowed money in the 
chargeable accounting period by reference to the 
standard period. Conversely, where the average 
borrowed money in the chargeable period is 
below that of the standard period, the standard is 
reduced by 4 per cent of the difference. 

Where for one of the standard years the 
company has elected under Section 38 (4) (a) to 
take a percentage of paid-up share capital in lieu 
of its actual profit, it is obvious that the resulting 
figure must be entirely independent of the 
borrowed money in that year. Accordingly, for 
the purposes of Section 40 the company is 
treated as though it had no borrowed money in 
that year (Section 40 (1) proviso). The average 
amount of borrowed money in the other year will 
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accordingly be divided by two and the resulting 
figure will constitute the average borrowed money 
for the two standard years. 

Section 40 (2) makes a corresponding modifica- 
tion where the actual profits in standard years do 
not erter into the computation of the standard, 
ie. where the company has chosen one of the 
alternatives in Section 38 (4) (5) (c), namely a per- 
centage of issued capital or of net assets as at the 
end of 1946 or 1951. In those cases the company 
simply adds to its standard 4 per cent of the 
average borrowed money during the chargeable 
accounting period itself. Where the minimum 
standard is claimed, borrowed money adjustments 
do not arise. 

It is to be observed that no distinction is made 
for director-controlled companies, the rate is 
4 per cent for them as well as for companies 
not director-controlled. There is apparently no 
reason for this, except, perhaps, the fact that the 
borrowed money adjustments were a Govern- 
mental afterthought. | 

Borrowed money is not defined and it may be 
difficult in some cases to distinguish between a 
trade creditor and a lender. For excess profits tax 
purposes money raised by discounting bills was 
treated as borrowed. Where the amount borrowed 
from a particular creditor fluctuates, as in the case 
of bank overdrafts or acceptance credits, probably 
the most convenient course is to find out the gross 
amount of interest (or discount commission) 
charged in the period and its rate, and to gross it 
up. Where debentures are issued at a discount 
or are repayable at a premium, only the actual 
cash advancement would be regarded as borrowed 
money. Money paid in advance of calls was 
treated as borrowed money rather than as share 
capital for the purposes of excess profits tax. It is 
arguable that such money is both borrowed 
money and also cash received by the company in 
respect of an issue of share capital so that a double 
allowance is claimable. 

Example 15 


Chargeakle accounting period ten months ended October 
18t, 1952. 


£ 
Debenture current throughout 1952 10,000 
Further debenture issued October 31st, 1952 .. 6,000 


Fluctuating bank overdraft at 5 per cent: 
Interest charged 1952 (excluding charges) 160 
Average borrowed money in chargeable accounting period 


= £10,000+4+ (£6,000 X 1 /10th)+(£100X £26) · 


= 12,600. 
(To be continued.) 
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DEVELOPMENT OF ‘LIFO’ IN U.S.A. 


A METHOD OF INVENTORY VALUATION FOR TAX PURPOSES 
by PERCIVAL F. BRUNDAGE, C.P.A. 


UR first Revenue Act after the sixteenth 

amendment to the Constitution of the 

United States was enacted in 1913 and 
levied a tax on ‘income arising or accruing from 
all sources’ and the succeeding Acts of 1916 and 
1917 levied a tax on ‘income received’. These 
Acts had to be interpreted by accountants in 
order to be made workable for businesses whose 
accounts were kept on an accrual basis. 

The Revenue Act of 1918 based on the recom- 
mendations of a special advisory group was 
substantially different and provided in Section 
212 (6): , 

‘The net income shall be computed upon the 
. basis of the taxpayer’s annual accounting period 

(fiscal year or calendar year, as the case may be) 
in accordance with the method of accounting 
regularly employed in keeping the books of such 
taxpzyer; but if no such method of accounting has 
been so employed, or if the method employed does 
not clearly reflect the income, the computation shall 
be made upon such basis and in such manner as in 
the opinion of the Commissioner does clearly 
reflect the income.’ 

Article 22 of Regulation 45, issued by the 
Treasury Department under this Act reads in 
part: | 

‘The time as of which any item of gross income 
or any deduction is to be accounted for must be 
determined in the light of the fundamental rule 

that the computation shall be made in such a 

manner as clearly reflects the taxpayer’s income.’ 

Article 23 begins with the statement: 

‘Approved standard methods of accounting will 
ordinarily be regarded as clearly reflecting income.’ 

` Accounting literature at the time laid great 
stress on the importance of the balance sheet and 
a.reconciliation of taxable income as reported 
with balance sheets at the beginning and end of 
the period was required in all corporate returns. 

Inventories were specifically mentioned in the 
Revenue Act of 1918 and this section of the law, 
which was unchanged until the Revenue Act of 
1938, reads as follows: 


1918 Act’s Requirements for Inventories 


Section 203. That whenever in the opinion of the 

. Commissioner the use of inventories is necessary 
in order clearly to determine the income of any 

taxpayer, inventories shall be taken by such tax- 

payer upon such basis as the Commissioner, with 


the approval of the Secretary, may prescribe as 

` conforming as nearly as may be to the best account- 
ing practice in the trade or business and as most 
clearly reflecting the income. 


The Regulations issued under the 1918 Act 
gave taxpayers their option of adopting the basis 
of cost, or cost or market whichever lower, in 
valuing their 1920 and subsequent inventories. 
The regulations have been quite broad as to the 
manner in which cost, and also market can be 
determined, so long as the same procedures are 
consistently followed from year to year. ‘First-in 
first-out’ ‘or average cost were most frequently 
used as applied to articles or groups of articles. 
The Treasury officials ruled that neither the base- 
stock method nor deductions of inventory 
reserves would be permitted in arriving at tax- 
able income. Several taxpayers over the years 
have tested the stand of the Treasury with respect 
to the base-stock rrethod, but lost in the Court. 
(One of the cases was decided by the United 
States Supreme Court for the years 1918 and 
1920. See Robert H. Lucas, Commissioner of 
Internal Revenue v. Kansas City Structural Steel 
Co (281 U.S. 264).) 


LIFO Achieves Favour in Accounting Practice 
Accounting literature during the 1930s con- 
tained numerous references to the increasing im- 
portance of the income statement and the neces- 
sity for matching revenues against costs in its 
determination. In periods of rapid price change 
it was of course recognized that a part of the 
increase in earnings during the upward cycle 
under ordinary inventory practices was attri- 
butable to the rise in prices of raw materials, 
labour and overhead, included' in the closing 
inventory figures. Many elements of cost, like 
wages, taxes, purchased supplies immediately 
consumed, and interest, are necessarily stated in 
terms of the current monetary unit. Various 
alternative methods were evolved in order to 


. adjust other elements of cost, such as raw mate- 


rials, likewise to a current cost basis. Last-in 
first-out or LIFO, was developed as a modification : 
of cost for this purpose. By the end of 1937 a 
number of companies were submitting financial 
reports to shareholders treating inventories on 
some basis other than cost or the lower of cost or 
market. Àn investigation was made in 1938 by 
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the National Industrial Conference Board, and a 
report issued entitled ‘Prevailing practices in 
inventory valuation’. This. showed that of 826 


widely scattered enterprises, selected for the study, 


4 per cent used a base-stock method, 22 per cent 
set up reserves to eliminate price increases, and 38 
per cent favoured a LIFO method of pricing cost of 
goods sold at current levels, if LIFO were permitted 
for tax purposes. -~ 

During the years 1936: iid 1937, in addition to 
the regular corporate income-tax, corporations 
were faced with a sur-tax at graduated . rates 
ranging from 7 to 27 per cent on 'undistributed 
net income’. In order to minimize this tax, cor- 
porations in general chose to distribute the 
greater part of their reported annual income even 
if, due to their accounting procedures, it included 
profits on inventories at rising price levels. 


. Fiscal Recognition of LIFO, 1938 and 1939 ` 
As the result of taxpayer persistance, the Con- 
gress of the United States in the Revenue Act of 
1938 authorized the use of LIFO for specified raw 
materials used by tanners, and the producers and 
processors of certain non- ferrgus metals. 

- The following year Congress expanded the pro- 
visions for the use of LIFO and removed the 
restrictions contained in the 1938 Act as to the 
industries and classes of inventories to which LIFO 
could be applied. Thus, under the Revenue Act 
of 1939, any taxpayer could eléct the LIFO method 
with respect to a variety of goods in his inventory. 


. .1939 Act Requirements 
· The requirements that had to be met under the 
Revenue Act of 1939 for the adoption of the LIFO 


method with respect to any вена, goods 


selected by the taxpayer were: 


"ie Application, specifying the goods to be covered, 


was to be filed at a time and manner prescribed 
by the Commissioner of Internal Revenue. The 


Commissioner by regulation required the 
application to be filed with the return for the. 


year of adoption. : 


(b) The LIFO method for the goods selected must 


likewise be followed in reports to shareholders, 
partners, creditors, other proprietors or bene- 
ficiaries for any period in the first year for which 
the method is adopted. 

© The iterns in opening inventory for the year of 
adoption must be treated as having been 
acquired at the same time and their cost must 
be determined by the average cost method. This 
requirement resulted in an additional tax for a 
prior year where the closing inventory for that 
prior year had been in any respect written down 
from cost to market. 
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(d) The goods on hand at the close of the year in 
which LFO was adopted (and of subsequent 
years as well) are assumed to consist of first, 
those included in the opening inventory of the 
year (in the order of acquisition and to thé 
'extent thereof) and, second, where there has 
been an increase in: quantities, those acquired 
curing the year. With respect to the goods 
acquired during the year the Regulations of the 
Commissioner give the taxpayer the option of 
using the earliest, most recent, or average cost 
уа the year. Whatever method of pricing 
such annual increases is selected must be 
followed in all subsequent youre in which the, 
LIFO method is used. 

(e) The change to and use of Liro shall be in 
accordance with such regulations as the Com- 
missioner may prescribe as necessary in order 
that the use of LIFO may clearly reflect income,- 
Tae LiFo method shall be used for all taxable 
years unless a change to a different method is 
authorized.by the Commissioner or the Com- 
missioner determines that the taxpayer has used 
„ог any taxable year beginning with or during 
any subsequent year some method other than 
LIFO in financial reports as enumerated in (b) 
above. (This is the most striking of the very 
few instances in which the revenue laws have 

- been used to control the accounting to share- 
halders or proprietors.) 

Early Fears of Price Falls and Quantitative 

Reductions in Inventories | 
With the-advent of excess: profits taxes and. the 
rise in prices in 1939 and 1940, taxpayers gener- 
ally gave careful consideration to the advantages 
of LIFO in postponing taxes on inventory profits, 
with the resulting improvement in working 
capital. While those companies already using 

LiFO or something similar, of course adopted 

LIFO for tax purposes, the number of other com- 

panies changing to LIFO during the first years 

was not very great. This was undoubtedly due 
principelly to the fear that prices would again 
drop precipitously after the end of the war, and: 
that companies then adopting LIFO would be left 
with high inventory values without allowance as 

a tax deduction of reductions to market. More- 

over, any taxpayer who had used a method other 

than LIFO in reporting the earnings for an interim 
accounting period could not meet the requirement 

noted in (b) abové. Congress later (the 1942 

Revenve Act) limited (ће терог! requirement to 

statements covering the entire taxable year. 

After the declaration of war by the United 

States, through the controls and allocations which 

went into effect, shortages developed in com- 


: modities and manufactured products which had 
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the effect of depleting inventories in many indus- 
tries. Under the ordinary LIFO procedures these 
' depletions, having a LIFO cost below current cost, 
directly affected current income and produced 
high profits subject to normal, sur-tax, and excess 


. profits tax rates. It was to be expected that when 


conditions became normal again the replacement 
of these depletions would have to be inventoried 
at the prevailing costs in the year of replacement. 
This would have the effect of subjecting to 
extremely high tax rates the difference between 
LIFO costs (at 1939, 1940 or 1941 prices, depending 
on the year a taxpayer adopted LIFO) and the 
inflated costs when teplicenente became avail- 
able. 


Involuntary Inventory Liquidation Provisions 
To meet this situation Congress amended the 
Internal Revenue Code in the Revenue Act of 
1942 by adding a section known as the 'Involun- 
tary liquidation and replacement section'. Under 
this section a taxpayer on LIFO having a liquida- 
tion due to war conditions in any goods subject 
to LIFO pricing had the privilege at that time of 
electing to replace such liquidation at a future 
date. The election to replace had the effect of 
carrying back to the. year of liquidation the 
difference between the LIFO cost of the goods in- 
voluntarily liquidated and the cost of the replace- 
ment. If the cost of replacement exceeded the 
cost of the quantities liquidated the taxpayer was 
‘entitled to a refund of tax (without interest) for 
the year of liquidation. If the cost of replacement 
was less than the cost of the quantities liquidated, 
the taxpayer was assessed an additional tax for 
the year of liquidation. In either case taxes for 
years other than the year of liquidation might also 
require adjustments due to the carry-back and 
carry-over provisions of losses and unused excess 
profits credits. 

Due to delays in refunding taxes attributable 
to excess costs of replacements, the Treasury 
Department established a procedure whereby a 

. taxpayer was able to obtain an advance equal to 
75 per cent of the potential refund. The right of 
electing to have LIFO inventory liquidations con- 
sidered as involuntary and subject to replacement 
was made retroactive to 1941 by the Revenue 
Act of 1943. The 1942 Act required the involun- 
tary liquidation to occur before the termination 
of World War II as proclaimed by the President 
and the replacement to occur within three years 
after that date. The state of war has never been 
terminated and Congress later specified that the 
liquidation had tò take place before January 1st, 
1948, and the replacement had to occur before 
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January ist, 1953.. Although the law required 
the taxpayer to show that the liquidation was 
involuntary, which meant that it was due to a 
condition arising out of the war, proof was not 
required in some of the cases that have been 
settled to date. 

Replacements in the first year after involuntary 
liquidation are deemed to be replacements of the 
most recent liquidations whether or not involun- 
tary. Thus, in the case of a taxpayer who had a 
liquidation in 1942, for which he elected to 
replace, and also had a liquidation in 1943 for 
which he made no election, a replacement in 1944 
of the totals liquidated in those two years would 
be deemed to apply first to the 1943 liquidation 
(includible in inventory at current costs) and 
then as a replacement of the 1942 liquidation 
(includible in inventory at the cost of the goods 
liquidated in that year). 


Liquidations During Hostilities in Korea 
Liquidations similar to those in World War II 
were again experienced in 1950 when hostilities 
began in Korea. Congress again provided relief 
by giving the taxpayers the same elections that 
were available in World War II with respect to 
involuntary liquidation occurring between June 
3oth, 1950, and January tst, 1954. Replacements 
of liquidation for the current period are required 
to be made by January ist, 1956. It seems likely 
that if the national defence effort continues and 
companies are forced to liquidate inventories 
after January 1st, 1954, or barred from replacing 


liquidations before January 1st, 1956, Congress 


will grant further relief. 

Due to the order in which replacements are 
applied to liquidations, there are situations in 
which a taxpayer may have replaced a liquidation 
incurred after June 30th, 1950, without having 
replaced World War II liquidations, for which 
no relief would be afforded unless replacement 
can be made by the end of 1953. To overcome 
this difficulty Congress also provided that the 
liquidations after June 30th, 1950, are deemed 
to have been made prior to World War II liqui- 
dations for the purpose of the relief section. ‘This 
is as far as legislative history has gone on the 
subject. 


No Reductions to Market Value if Lower 
As already mentioned, the Liro method does 
not permit for tax purposes, the write-down of 
inventories to market where market is lower than 
LIFO costs. Write-down to market is permitted 
by the Regulations for accounting purposes only 
by reserve provision not deductible for taxes. 
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This is the principal reason why a larger number 
of taxpayers have not adopted that method of 
pricing inventories. It is still feared that sharp 
declines may take place in certain lines as they 
have already done in fats and wool, and that the 
use of current costs in income determination 
withcut some provision for write-down of in- 
ventories to market if below LIFO cost would mean 
carrying the stocks on hand at high cost in- 
definitely. 

Taxpayers and their representatives have 
requested Congress to enact legislation permit- 
ting such write-downs for tax purposes. In 1952 
the Senate Finance Committee requested the 
staff of the Joint Congressional Committee to 
make a study and a report on the matter. A com- 
promise was reached between the taxpayers’ 
representatives and the staff and a Bill was intro- 
duced in the House of Representatives which 
would grant the taxpayer the right to elect the 
lower of LIFO cost or market. No action was 
taken on this Bill by Congress in the session 
which ended July 7th, 1952. It is quite likely that 
. favourable action will be taken by Congress in a 
future session, but not necessarily in the form of 
the proposed amendment. 


Extension to Retail Stores 

This brief review of the legislative history of 
LIFO does not cover the many differences that 
arose between taxpayers and the Commissioner 
of Internal Revenue in applying the LIFO method 
of valuing inventories. After the enactment of 
the Revenue Act of 1939, the general opinion 
seemed to be that/LrFO was applicable to indus- 
tries having relatively few basic commodities that 
could be accounted for readily in terms of units 
of quantity. Such industries are oil, rubber, 
textiles, leather, chemicals, lead, copper and 
other metal industries. The application of LIFO 
by industries to commodities that could be 
accounted for in terms of quantities was accepted 
readily by the Treasury Department. Other 
industries carrying inventories composed of 
heterageneous goods such as retail department 
stores, wholesale and retail grocery stores, applied 
the LIFO method to groups or departments making 
up the inventory but were challenged by the 
Treasury Department on the grounds that LIFO 
was not applicable unless it was applied to each 
item in the inventory. Some of the taxpayers 
submitted to the Commissioner’s interpretation 
by either applying Liro to individual items or 
going back to the cost or market method. Other 
taxpavers took up the challenge and received 
favourable decisions from the Тах Court. 
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The Commissioner of Internal Revenue acqui- 
esced in each of the decisions rendered by the 
Tax Court and twice amended the Regulations 
as to method, so that finally taxpayers are permit: 
ted to use any method of computation established 
to his satisfaction as being reasonably adaptable 
to the purpose and intent of LIFO. The first 
amendment applied to retail department stores 


‘and was based on the Тах Court's decision in the . 


Hutzler case. This amendment dealt with tax- 
payers who had, as a matter of past practice, 
determined inventories under the 'retail method 
of accounting’. The application of LIFO to the 
retail method of accounting is accomplished by 
reducing the retail sales value of an inventory at 
the close of the year to the price level existing at 
the beginning of the year when Liro was first 
adopted. This conversion from current sales 
prices to the level when LIFO was first adopted is 
done by the means of an index developed by the 
Bureau of Labour Statistics especially for tax- 
payers using the retail method of accounting. 


The ‘Dollar Value Method’ 


The second amendment to the Regulations 
was made after the decision of the Тах Court in 
the Basse case. That case dealt with the applica- 
tion cf LrFO to the inventories of a wholesale 
grocer. As in the case of department stores it was 
not practical for. the wholesale grocer to compare 
quantities of inventories by items at the begin- 
ning and end of each year. The taxpayer devel- 
oped a method referred to as the 'dollar value 
methoc’, which in essence compared the invest- 
ment in inventory by groups at the beginning of 
the year when LIFO was adopted with the end of 
the yeer in terms of dollars at the same price 
level. T'his is in principle similar to department 
stores, but is accomplished by a dual pricing of 
the closing inventories to attain the percentage 
or ratio of increase in price. The quantities ori 
hand et the end of the year are priced first at the 
costs prevailing at the beginning of the year whén 
LIFO wzs adopted and again at the costs prevailing 
at the end of the year. The ratio of the total 
dollars produced in the first computation to the 
total dollars produced in the second computation 
enables the determination of the rise or decline 
in prices for the period since the beginning of the 
year in which LIFO was first adopted.. The decision 
in the Basse case sets forth clearly the method 
followed in accounting for increases or decreases 
by departments for the year of the first adoption 
of LIFO, but does not deal with the procedures to 
be followed in subsequent years. 
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Use of Indices | 


Two methods are in general vogue in dest 
mining the ratio or percentage of price changes in 
later periods. Under the first method the dual 
pricing of closing inventory is (a) at current cost; 
and (b) at LIFO cost at beginning of year of 
adoption which produces a cumulative index, 
whereas under the second method the dual 
pricing is (а) at current cost; and (b) at cost at 
beginning of the taxable year, which produces an 
annual index. By multiplying the annual index 
for the second year by the index for the first year, 
a cumulative index is obtained which is then 
multiplied by the annual index for each succeed- 
ing year to arrive at a cumulative index for such 
year. Under the method followed by Basse, 
annual additions to any inventory groups were 
priced at latest cost for the year of addition. 
Since it is permissible to price additions at 
earliest or average costs, a taxpayer may do so 
-by making a third computation to reflect costs 
for the period chosen for that purpose. 

Indices are also being used by taxpayers other 
than those using the retail method of accounting 
or the dollar value determinations. Manufacturers 
of machinery and other products requiring special 
designs for production, are unable to make the 
dual pricings called for under the dollar value 
method and must therefore develop indices of 
price changes of materials, labour and overhead 
during each year. Such indices are subject to the 
approval of the Commissioner of Internal 
Revenue, who has made no public announcement 
as to the source or method employed that would 
meet with his approval. In informal discussions 
representatives of the Bureau have indicated that 
indices built up by government departments or 
industry groups would not be acceptable but 
should be built up by, each taxpayer. There may 
be further litigation if reasonable indices are not 
accepted. 

As previously indicated, Liro may be applied 
tq any item of inventory whether classified as 
raw material, goods in process, or finished stock. 

‘Soon after the law permitted LIFO for tax pur- 
poses it became apparent that a substantial part 
of the inflationary profit in inventories which 
Congress recognized need not be subjected to 
tax was included in the taxable income stream in 
some cases where there were no material changes 
in the total mventories. 


Application to Labour and Overheads in Cost 


- Violent fluctuations may occur between the 
three categories, namely, raw materials, goods in 
process and finished stock. When this was 
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brought to the Commissioner's attention, the 
Regulations were amended so as to permit the 
application of LIFO to raw materials and raw 
material content of work in process and finished 
stock. Representatives of the Bureau have held 
informally that labour and overhead are not goods 
and the right to use LIFO does not apply to labour 
and overhead. However, there are taxpayers who 
have used LIFO for labour and overhead groups 
as distinct from raw material groups, which the 
Bureau has accepted without a test in the Courts. 
This does not mean that it is acceptable to apply 
LIFO to labour and overhead as a separate group 
or groups. 
Segregation of Inventories into Groups 

If the deferment of inflationary inventory 
profits is desirable from an accounting and tax 
point of view, it is desirable that all of such profit 
should be determinable. This can be accomplished 
only if the investment in inventory as a whole is 
preserved at basic LIFO costs. The requirement 
to apply LIFO to specified goods has led most 
taxpayers to segregate the aggregate inventory: 
into two or more groups. All such groupings are 
of course subject to the Commissioner's approval. 

There are a few taxpayers who have treated all 
inventories as one group, but it is not known if 
this has been accepted by the Commissioner. ` 


Changes in Nature of Inventories 

While the majority of corporations using LIFO 
have been able to defer a part of the inflationary 
profits otherwise included in inventories, the 
problem of continuing such deferment becomes 
serious in industries where changes are gradually 
taking place in the types of raw materials used 
and the processes applied in manufacture. As an 
illustration, members of the woollen industry that 
adopted LIFO a decade ago are beginning to 
substitute artificial fibres for natural wool and 
face the problem of integrating, for LIFO pur- 
poses, the new fibre with the old. This is to 
minimize the realization for financial and tax 
accounting purposes of the deferred inflationary 
income. With the passage of time more and more 
new lines will be added and old ones dropped. 


Difficulties in Interim and Management 
Accounts 

Problems arise in the preparation of interim | 
reports to shareholders or proprietors under LIFO 
when most of the purchases or sales of goods are 
made during certain seasons of the year. Because 
increases or decreases in inventories under LIFO 
are computed on an annual basis, estimates have 
to be made at interim periods as to the quantities 
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of goods that are expected to be on hand at the 
end cf the year. Where substantial purchases are 
to be made before the end of the period it is 
necessary to estimate the cost in interim reports 
issued prior to the time of purchase. To ignore 
such estimates may result in serious under- 
statement or overstatement of interim profits. 

Difficulties are also encountered in the prepara- 
tion of management reports which attempt to 
show sales, costs and gross profits by products, 
plants, processes, etc. Not only is the accuracy of 
such reports dependent on the estimates that may 
have to be made as to the ending inventory and 
cost cf future purchases, but also on the method 
of charging out LIFO costs to products, plants, 
processes, etc. The procedures established for 
internal accounting when the lower of cost or 
market was used were generally perpetuated for 
a time after LIFO was adopted but as the spread 
between historical cost and LIFO increase, the 
procedures had to be revised so as to utilize the 
accounting records, under LIFO, for the prepara- 
tion of detailed reports to management, for bonus 
or profit-sharing purposes and for reports to 
stockholders. To give effect to LIFO in reports 
dealing with only a part of the company's opera- 
tions presents many problems to industrial 
accountants. 


Major Deficiencies in LIFO 
From an accounting and business point of view, 
there are still three major deficiencies in the LIFO 
method at the present time: 
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(x) Computations under Liro are being formalized 
by rules which do not exist under the cost or 
tae lower of cost or market methods. Under 
zhe latter methods the Commissioner, with rare 
exceptions, accepted valuations of inventories 
based on the judgment of the taxpayers and 
their accountants. Taxpayers revise their 
methods of costing from time to time so as to 
conform to changing conditions. Revisions in 
cost determinations are more difficult under 
LIFO in spite of the many relief provisions. 

(2) There is no satisfactory procedure which per- 
mits replacement of temporary liquidations to 
be priced at the cost of goods temporarily 
Hquidated. The replacement provision cur- 
rently in effect applies only with respect to 
liquidation attributable to causes arising from 
the national defence effort. Thus, no relief is 
provided in cases where the liquidation is due 
to casualty such as fire or flood or due to in- 
ability to replace goods on account of strikes 
by labour of either the taxpayer, supplier or 
carrier. There are situations when a taxpayer 
must acquire goods to preserve the LIFO advan- 
tage at prices which are high for a temporary 
period due to peculiar circumstances. 

(3) For tax purposes no write-down to market is 
permitted when market is lower than LIFO cost. 
For accounting purposes it is recognized to be 
desirable that inventories be priced at market 
when lower than cost, irrespective of the method 
employed in determining cost. 

Experience during the past twelve years has 
shown, however, that the principle underlying 
LIFO, i.e. the absorption of current costs against 
current sales prices, is sound. 


INCOME TAX AND REAL PROPERTY 


SCHEDULES A AND B SHOULD BE ABOLISHED 
by H. A. SISSON, O.B.E., M.A., F.C.A. 


fortunate in that the statutory law relating to 
it has been consolidated by the Income Tax 
Act, 1952, which runs to only some 500 pages. 

The Act starts by saying that income-tax shall be 
charged, ‘in respect of all property, profits or gains’ 
described under five schedules, A, B, C, D, and E. 
Incidentally, these schedules were first put into the 
. Income Tax Act, 1803, in order that no one should 

be compelled to disclose his total income to any one 
official. As soon, however, as graduated rates of tax 
were introduced, a return of total income became 
necessary, and there was no reason to retain the 


Te present-day student of income-tax is 





A paper read to the Northumberland and Durham Branch 
of the Chartered Auctioneers and Estate Agents’ Institute, 
Junior Members’ Organization, on November 13th, 1952. 


separate schedules, except perhaps as a source of fees 
for accountants and lawyers. We are at present con- 
cerned only with Schedules A and B, which now 
сопз је Part ПІ of the 1952 Act. 


Property Tax 
Tax under Schedule A is charged in respect of the 
property in all lands, tenements, hereditaments, and 
heritages, in the United Kingdom capable of occu- 
pation, except certain concerns such as quarries, 
mines, gas works, and railways. It will be noticed 
that the tax is not on the income from:the lands ete., 
but on the property in them. It is true that the amount 
of tax is based on the annual value, that is, the rent 
for which the property would let for the year, but the 
tax is charged whether the property is let or not. For 
this reason income-tax under Schedule A is often 
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referred to as ‘property tax’, or ‘landlords’ property 
tax’. : 
An Anomaly 


It is of course absurd to tax a man for using his own 
property and to call it a tax on income. People may 
own and enjoy the use of yachts and cars worth 
thousands of pounds without being called upon to 
рау income-tax оп che annual value. Similarly, а 
man may give his wife a pearl necklace worth, say, 
£10,000, and no income-tax is charged on the very 
substantial enjoymen: she may get by showing it to 
her less fortunate neighbours. ` 

On the other hand, if a man has a cottage in the 
country worth, say, £5co, which he keeps furnished, 
he will be charged income-tax, and may be sur-tax, 
on the enjoyment of the annual value for a full year, 
even if owing to pressure of work he is only able to 
stay in the cottage for a fortnight, during which it 
rains every day. The absurdity is brought out more 
clearly when one rea.izes that substantially the same 


assets are treated differently according to whether or- 


not they are attachec to the freehold; thus one pays 
Schedule A tax on a built-in bookcase, but not on a 
movable one; on a fixed kitchen range, but not on a 
gas or electric cooker; and on a summer-house fixed in 
the garden, but not cn a caravan. 

If any kind of prcperty is hired out or let, tax is 
properly charged on the income received, less neces- 
sary outgoings; but i? a man occupies his own house 
or land, it is assumed that he pays himself rent out of 
one pocket into another and so increases his income. 
One might as well suggest that if a man works in his 
own garden, he shoulc be assumed to pay himself 
wages and be taxed under pay-as-you-earn on them. 

Defects in our tax law, and there are many, which 
benefit the Treasury, are seldom corrected by fresh 
legislation. On the other hand, when defects are found 
to benefit the taxpayer they generally receive imme- 
diate attention, and are corrected by legislation, which 
may even - most unfairly - be made restrospective. 
We shall be in order therefore if we study Schedule 
A tax as it stands. 


Annual Value 


The first thing to be done is to fix the gross annual 
value, that is, the rack-rent at which the property is 
or could be let; rack-rent being the rent when the 
tenant pays the races and the landlord does the 
repairs. If the propertv is let at a rack-rent fixed at 
arm's length withir the past seven years, this rent is 
the gross annual value. Failing this, the gross annual 
value has to be estimated. Under the Finance Act, 
1930, the gross annual values of all properties had to 
be reassessed, every five years. In 1940 this was 
suspended owing to -he war, but will no doubt shortly 
be resumed. Apart from periodical valuations, the 


gross annual value may be reassessed only when there - 


is an addition or improvement to the property; not 
otherwise, even Нес the rent may have been much 
increased. 
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| "Repairs and Maintenance 5 
From the gross annual value based on the rack-rent, 
actual or assumed, there is a statutory allowance for 
repairs on a sliding scale: 


On bare land .. 1/8th of gross annual value 
On buildings (including adjoining grounds up ta one acre) 


Up to gross annual value £40 1/4th 
Between £40 and £50 Bs es "m £10 
£50 to £100 1/5th 
Over £100 £20 plus 1/6th of excess over £100 


After deducting the repairs allowance we get the net 
annual value on which the tax is charged. 

The statutory allowance for repairs is automatic, 
that is to say, it is taken off whether or not any repairs 
are done. If, however, the owner of a property proves 
that the cost to him ‘of maintenance, repairs, insur- 
ance, and management, on the average of the previous 
five years, exceeds the statutory allowance, he can 
claim back tax on the excess up to the net annual 
value. But he cannot carry forward the deficiency if in 
any year the excess maintenance etc. on the five 
year average is greater than the net annual value. 

Many interesting questions arise about what may 
or may not be included as maintenance. For example, 
if.a drain becomes choked and has to be dug up, 
cleaned, and replaced, the cost is clearly maintenance. 
If on the other hand the stoppage can be cleared by 
rodding, or merely flushing, is the cost of this to be 
allowed? It is a nice point, as the lawyers say, hoping 
that it will lead to litigation, because if flushing drains 
is allowed, why not sweeping chimneys, and if so, 
why not scrubbing floors or cleaning windows? 

If any expenditure includes an element of improve- 
ment or alteration, it is usual to limit the allowance to 
what it would have cost to reinstate the property in 
its original form. A recent case, Lawrie v. C.I.R. 
(31 A.T.C. 327), shows that the cost of complete 
reconstruction of a building, which needed repair, is 
to be treated as capital expenditure, and that no part 
representing what would have been the cost of repair , 
may be deducted from profits under Schedule D. 

It may be that this case will affect the attitude of 
the Revenue in. dealing with maintenance relief 
claims where the element of improvement or altera- 
tion is a major part of the total expenditure. The real 
solution of the difficulty would be to alter the law so 
as to counteract the Lawrie case and the other cases 
on which the decision was based.. 

By the Income Tax Act, 1945, a special relief is 
given for capital expenditure on improvements to 
agricultural property. Subject to certain restrictions, 
the relief extends to the construction of farm-houses, 
farm or forestry buildings, cottages, fences, and other 
works, which will probably include reclaiming waste 


lend. When eligible, 1/10th of the expenditure is 


allowed each year for ten years. 


Vacant Property 
When a house.is unoccupied for a year or part of a 


:year, tax is not to be charged for the period while it is 


' 100 


vacant. То make a house vacant, the furniture has to 
be removed, but a servant and his necessary furniture 
may be left in the house, providing he is there solely 
in the capacity of a caretaker. The statutory relief on 
vacant property only applies to ‘houses’, but it has 
been extended by practice and concession to waste and 
unenclosed land, vacant building sites, shops where 
the rent is lost, and to empty factories, even if the 
fixed machinery is occasionally turned over to prevent 
deterioration. 


Excess Rents 


Since Schedule À is on a notional annual value, origi- 
nally fixed every five years, it is obvious that if on a 
rising market the property could be let for an in- 
creased rent, the increase would escape tax at least 
until the next valuation. When, therefore, the quin- 
quennial valuation was suspended in 1940 owing to 
the war, the Revenue took the opportunity of correct- 
ing this by legislation. The legislation is characteristic- 
ally complicated, but in effect it means that if a 
property is let at more than the gross annual value, 
the excess shall be charged to tax under Case VI of 
Schedule D, after deducting the appropriate increase 
in the statutory deduction for repairs. 

À simple example will make this clear. If you own 
a property which has a gross annual value of £100, 
and let it at, say, £160 per annum, you will be charged 
under Schedule A on £80 (£100 less repairs allowance 
£20), and under Case VI, Schedule D on £50, 
making altogether tax on £130, being equivalent to 
£160 less repairs allowance £30. | 


Persons Chargeable 


Normally, Schedule A tax is charged on the occupier 
of the property, and if he is paying rent, he can deduct 
the tax he has paid from the-next payment of rent. 
If, however, the net annual value on which the occu- 
pier is charged is greater than the rent, the occupier 
can only deduct tax in all equal to the standard rate 
of tax on the rent. Here is another example of the 
difference between real and personal property for tax. 
A man may lend his yacht or motor-car to a friend for 
as long as he likes without charge апі no income-tax 
will arise; but if he lends his friend a cottage rent-free 
for an extended period, the friend will have to pay 
income-tax under Schedule A on it, and presumably 
deduct the tax paid from the enjoyment, which may 
not be much in these days. 


Schedule B: Farmers' Tax 
We can dispose of Schedule B briefly, because it is 
now much restricted in application, and might well 
be washed out altogether. 

Tax under Schedule B is charged in respect of the 
occupation of lands, etc. chargeable to Schedule A; 
except dwelling-houses (including up to one acre of 
adjoining land), and lands etc. occupied for carrying 
on a trade, profession, or vocation. The assessable 
value for Schedule B is one-third of the annual value 
for Schedule A, and the tax, where applicable, is 
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charged in addition to the Schedule A tax. Here again 
it will be noticed that the tax is not on the income from 
the lands etc., but on the occupation of them. The 


tax is charged on the occupier, who.has no right to ' 


deduct it from any rent he may pay if he is a tenant. 

To understand this quaint tax one must go back 

to the early days of income-tax, when it was thought 
that farmers could not or would not prepare accounts. 
Occupiers of land were therefore charged on a 
notianal amount, based on the annual value to repre- 
sent the profits which might be got by farming the 
land. 
At that time farming was not regarded as a trade, 
profession, or vocation. On the other hand market 
gardening was, so that we got the absurd result that 
if a man carried on a farm and a market garden on the 
same estate, he was assessed. on a notional sum under 
Schedule B for the farm, and on the profit of the 
market garden under Schedule D, and when it comes 
to pctatoes and broccoli, who is to say where market 
gardening ends and farming begins? Other head- 
aches arose under ‘the old Schedule B about such 
things as chicken farms, racing-stables, and stud 
farms, but now it has been enacted that all farming in 
the United Kingdom shall be treated as the carrying 
on of a trade, and the profits charged to income-tax 
under Schedule D. 

'This leaves under Schedule B only woodlands, 
sporting rights, and such lands as parks, playing fields, 
and sports grounds. In 1949-50 the total yield from 
the restricted Schedule B was some £200,000 out of a 
total of fifteen hundred million pounds collected 
under the Income Tax Act, that is to say, about half- 
a-crown in every thousand pounds. Surely a country 
which can afford to squander thirty million pounds on 
trying to grow monkey-nuts in Africa might well give 
up £200,000 a year, less the cost of collection, to 
encourage forestry and playing fields at home? Let 
us therefore abolish Schedule B and if at any time 
playing fields or short-term plantations are exploited 


on a commercial basis and yield substantial profits, ' 


these could be dealt with under Schedule D. 


Little Hope of Reform 
The introduction of maintenance relief claims and 
excess rent assessments has brought the Schedule A 
tax on rented property nearly into line with the actual 


“net income, which is the basis of assessment under 


Schedule D. If, therefore, we could get rid of the 
notional assessment on the owner-occupier, profits 
from real estate could be dealt with under Schedule 
D, and the whole complex structure of Schedules A 
and B wiped out. | 

There is, however, little hope of so great a sim- 
plification. Whom can we expect to advocate it? 
Certzinly not the civil servants, some of whom might 
become redundant; nor the lawyers, accountants, ‘or 
valuers, to whom complicated tax laws mean large 
fees. 

_Tke only person who would benefit is the taxpayer, 
and nobody cares about him! | 
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SOCIAL IMPLICATIONS 
OF THE ACCOUNTANT'S ROLE 


by F. T. HUNTER, A.C.A., A.C.W.A. 


more than that of a mere recorder of financial 
facts. His sphere has ceased to be that of the 
back-room where, after much laborious sifting and 
analysing of a multitude of facts and figures, he 
produced some accounts for a year long since past. 
While these accounts were eagerly and impatiently 
awaited, the story they told was often most unwelcome 
and it must be confessed, often most inaccurate. 
This was not entirely the accountant’s fault in all 
cases, but his own and management's dissatisfaction 
with this state of affairs led to a change in accounting 
methods, and a change in the role of the accountant. 
He frequently became a member of top manage- 
ment, and as a result of the accounting technique 
developed plays a major part in the formulation of 
business policy, and it is not too much to say that 
he plays a major part in national policy. 


T HE accountant's role today is something much 


Fundamental Change in Technique 


'The fundamental change that accountants made in 
their technique was to develop the principle of making 
plans ahead, covering every aspect of a business, and 
devising control schemes which told the manage- 
ment rapidly and clearly the extent to which per- 
formance differed from the plan, and the reasons 
why the performance had so differed. 

The making of these plans immediately takes the 
accountant into every nook and cranny of the busi- 
ness, which means that he will have an effect, to a 
greater or less degree, on all persons employed therein. 

This is enhanced very frequently by the fact that 
the accountant, perhaps largely because of the type 
of training he receives, becomes the office manager 
or commercial manager, or controller - there are 
many titles, all with slightly different meanings. 
But they all carry with them a large proportion of 
organization drafting, and in many businesses the 
type of chain of command is closely influenced by 
the financial head, no matter what his title may be. 

This position does not arise entirely because of 
the financial knowledge and experience of the account- 
ant, but arises partly from the general scope of his 
experience and reading in management spheres. But 
much of the reasoning behind different forms of 
organization does stem from financial or quasi- 
financial considerations, and the influence of the 
accouncant is, therefore, very wide. 


. Scope of Effect ! 
Àn examination of this subject will disclose, I think, 


' that the effect of the accountant's work is far wider 





An address delivered to a conference arranged by the 
Industrial Welfare Society on October 29th, 1952. ` 


spread than within any particular business. It must 
have an effect on complete industries and as a further 
result, must have an effect on national industry and 
the life of the nation generally. 

I am also not suggesting for a moment that some 
of the results that accrue from the presence and work 
of accountants accrue solely therefrom. Many other 
influences - such as technical advances, climatic 
changes, personalities, self-interest, political factors – 
have a part in any social changes and influences. It 
is probably quite impossible to isolate clearly every 
factor that had as a result a social change, and many 
remain quite unsuspected. However, we are thinking 
solely of the accountant for the moment. 


Plan 


I remarked earlier that the accountant had developed 
the technique of making plans. These plans cover 
details such as: 

Numbers of employees — both direct operatives and 
all forms of service labour, including office and 
administrative staffs. 

Performance - what should these people do, how 
much and how fast? 

Finance — how much should all this cost? 

` The general plan should, of course, embrace a 
sales plan and a production plan. Let us think first 
of the production plan. 

It is immediately clear that a production plan 
which determines very closely the numbers to bé 
employed under every heading from the managing 
director down to apprentices, can have the widest 
social implications. 

The apparent result at the outset can, of course, 
be anti-social in the sense that people lose their jobs, 
but a careful orderly assessment of what the produc- 
tion plan calls for in the way of operatives, labourers, 
draughtsmen, shop clerks, cost clerks and the rest, 
can only, in the long run, have good results. It means 
a greater general security of employment, in that 
those who are put down as necessary are less likely 
to be affected by temporary trade depressions and 
there is a much more assured continuity of em- 
ployment. 

Increased Harmony 


This must lead to increased harmony and a closer 
identity of the employee with a particular business. 
He begins to feel that he belongs. The mere fact of 
making a plan has this effect to a great degree because 
there is far less likelihood of panic ‘hiring and firing’ 
where some planning has been done, and where a 
careful assessment of the trade future has been made. 

We have all seen recently in textiles a large amount 
of panic ‘firing’ of employees, many of whom repre- 
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sented considerable capital investment in training 
and skil. When trade picks up, those employees 
often cannot be re-hired because they have naturally 
enough become unwilling to remain at the mercy of 
every trade wind. They change their occupations 
and go into some apparently steadier type of-industry 
such as football pools. 

While trade depressions will, doubtless, occur to 
some extent always, the making of plans must go a 
fair way towards removing the depression itself, 
quite apart from any alleviation of its symptoms. 
The more that production can be levelled out to a 
fairly steady volume throughout the year, no matter 
that sales are seasonal, can often provide handsome 
rewards in the directions I have suggested, apart 
altogether from questions of cost. 

It is almost always true that a concern with a high 
staff turnover will be a costly concern, producing less 
good work at a high price. This in itself is anti-social. 


Job Evaluation and Merit Rating 


The accountant, partly as a result of the close 
scrutiny given to numbers and types of employees, 
and partly through general thought on the subject 
of a personnel policy, probably finds that there are 
glaring anomalies in status and salaries, with some 
people receiving too much and some too little. 

This leads to what is known among other things 
as merit rating and job evaluation. Factors are 
decided upon, against which each job will be rated 
on a points or other basis. This gives a measure of 
comparison between job and job, and determines the 
type of employee which is necessary to fulfil the 
conditions of the job. 

The result must be an improvement in the use 
made of the existing staff's capabilities and experi- 
ence, and a more intelligent recruiting policy. Each 
executive responsible for interviewing and selection 
will have a precise picture of what is being looked for. 

Following the job evaluation would be a scheme 
for salary grades. These schemes can take many 
forms but all have as their object an orderly pattern 
of comparable payments for comparable jobs. This 
has a profound effect on people obviously, and if the 
scheme is soundly based, can go far towards removing 
causes of frustration and dissatisfaction, with a 
greatez possibility of employees remaining for longer 
periods. Efficiency goes up and the attendant costs 
of a high staff turnover are reduced. 

If the scheme includes the recognition of merit in 
the shape of extra payments for special qualifications, 
special aptitudes, or special application to the given 
task, encouragement is given to the staff to acquire 
qualifications and skills, particularly if there are 
schemes for guidance into the right educational 
channels. 

Whiet has all this to do with the accountant? Of 
itself perhaps, not really anything, but again because 
of his training and the fact that money looms large 
in such schemes, the accountant is the logical man to 
undertake the work, and it is very frequently the case 
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that the job is given to the accountant to do. In 
probably far more cases, the original thought on the 
subject came from the accountant. 


Overtime 

Somewhat as a by-product of these schemes, and 
partly also as a result of the detailed examination 
given to the whole business, much unnecessary over- 
time is eliminated. There are many offices and 
factories where hours of slogging overtime and night 
work are done quite unnecessarily. The underlying 
causes are probably many — bad planning, wrong staff, 
out-o:-date methods, production of useless detailed 
information — there are scores one can think of. 

Ths results of excessive overtime are also many. 
Staffs become tired and irritable, their general work 
suffers, they feel slave-driven. But more important, 
perhaps, than any of these, is that their outside life 
suffers. Their leisure is curtailed, their domestic 
relations become strained, the essential time that 
fathers should give to their children is not available. 
You can all think of cases where you have seen this 
sort cf thing happening. It can lead to permanent 
harm being done to individuals and communities, 


Dissemination of Information 
Turnirg to a different aspect altogether, it is, I 
think, undeniable that there are many exceedingly 
ill-informed, if not highly inaccurate, beliefs held 
widely within individual businesses, and within 
industries. This state of general ignorance of the 
facts and figures is found at surprisingly high levels. 

There are obvious limits, and there must be from 
time to time some secrets, although there are doubtless 
many secrets which need not or should not be treated 
as such. 

The accountant, however, by a policy of dissemina- 
tion of Zects and figures down the line of command, as 
far as practicable, can do much to increase the general 
understanding of the problems facing management. 


The more that employees can be brought to realize : 


the extent to which their efforts can make or mar the 
prosperity of a business and an industry, how 
closely they are linked to the whole economic struc- 
ture of the country, the better citizens those people 
will be. 

Still too much Secrecy and Suspicion , 
There has been much comment in recent years on 
the fact that even with controls and crippling taxa- 
tion, many companies report vastly swollen profits, 
and that there are still large numbers of apparently 
very wealthy people. Some accountants have made 
efforts to explain the reasons for this, but nothing 
like enough has been done, and there is still far too 
much or the old attitude of secrecy and suspicion. 

Industrial relations, it seems to me, can in the 
long ren be improved vastly by the widest possible 
dissemination of the financial facts. This is an uphill 
task which must take many years, but the modern 
accountant, by his schemes of decentralized control, 
is makirg efforts to carry it out. He prepares reports 
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in easily digested form which show each individual 
what he is responsible for, what it costs, what the 
effect of this or that action is or could be. Gradually 
` the picture takes shape in each man’s mind, and 
presently he can ~ and in my view, should — be led 
further to an appreciation of what happens-outside 
his own narrow sphere, whether that sphere be that 
of a foreman, or of a managing director. They are 
each in a narrow sphere relatively. 

The accountant is the obvious person to carry out 
this task of management education at all levels, 
because of all the people in industrial life he is the 
one who gathers together the various and varied facts 
and produces a comprehensive picture. He is con- 
stantly sorting and sifting, probing and analysing, 
and he endeavours to provide his management with 
the necessary informacion, either factual or of a 


budgetary nature, to enable sensible decisions to. 


be taken. 
Cost Reduction 


Another result of the modern approach to account- 
ing problems — with its close assessment of numbers 
to be employed, output expected from the plant, 
money to be spent — will be a reduction of cost, in 
that waste and inediciency become lessened if not 
eliminated. . 

If costs are reduced, either by increased output ог 
lessened spending, products can sell for less. This 
immediately widens the potential market for the 
products and in general terms means a higher stand- 
ard of life. Not only is an immediate market created, 
but the increased activity continues the process of 

. cheapening and widening the field still further. 
Design development is stimulated and there is this 
constant process of more and more for less and less. 

While it is obvióus that much cost reduction 
comes from the technical staff, it is also true that 
much comes from the accountant who is always 
looking at things from the critical view-point of 
efficiency and spending. 

In the long run, the history of industrial develop- 
ment has been that despite temporary periods of 
unemployment during the transition, improved 
methods of manufacture which include improve- 
ments under heads other than purely technical, 
leading to a more abundant cheaper product, have 
been of benefit to the community in that not only 
have more people been able to buy the product, 
but more employment has been created. 


Standardization 


Accountants have had much to do with the trend 
towards more standard products, with less attention 
paid to the fads and fancies of individuals. We all 
hate to think that we zre regimented, but this does 
not necessitate the production of an article in an 
sHape or form that znyone might think of. : 
. «+ There is no doubt that the elimination of specials 
results in better planning of production, and a cheaper 
article. Again we see the creation of new markets and 
the general raising of the standard of life. 
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_ I have an idea, however, that there is coming in this 


country a development of far-reaching importance 
from a social viewpoint. We have seen how trade 
associations, albeit so far in a small way, have started 
to set up advisory services of accountants who 
develop uniform methods of costing, accounting, 
wage payments and the like. They also employ other 
kinds of technician but we are thinking of accountants. 

The accountants advise the members when asked 
about specific problems, but also produce much of a 
general advisory nature. 

Now I think we shall see much the same kind of 
development within unions. There will be a gradual 
change of emphasis, and while a union will continue 
to represent its members in wage claims and so on, 
it will appreciate that a healthy, prosperous concern 
is more likely to pay fair wages than one that is 
struggling, and will be prepared to advise concerns 
on this or that problem. 

Perhaps you think that far-fetched and unaccept- 
able to managements. I am not so sure. It is happen- 
ing in America, and there have been cases where 
unions have not only reorganized businesses through 
their consultant service but have advanced money 
to struggling concerns. 

Perhaps it will start by unions becoming account- 
ing-minded and employing experts in every financial 
field so that their bargaining is that much better 
informed, and then moving to the point where they 
become respected and welcome advisers. 


Conclusion 


I hope I have suggested a few of the social implica- 
tions of the accountant's role. My remarks were, of 
necessity, brief on each point, but they will perhaps 
stimulate discussion. 

The modern industrial accountant must always 
remember that he is dealing with people, and must 
shape his reports and controls so that they are easily 
understood, deal with facts and people fairly, give 
praise where due, equally with blame, and must 
always be looking ahead to better ways and means. 
He must be a policy-maker. 

In this connexion I would like to quote from The 
Economist. 'The article was on quite a different subject 
but this was said: 

‘Overstrain leads men to take refuge in the ad hoc 
expedient when they ought to have a policy. They 
can see what ought to be done in the next week or 
two, or more often what cannot be avoided, but 
they have a troubled feeling that it does not point 
in the direction that policy, if only they had a little 
time to think it out, ought to be leading." 

The accountant with his detailed examination of 
the facts and figures, his planning ahead, and his 
constant control of the extent to which plan and 
performance are differing, can do much to relieve 
at least some of the strain on management, which 
will thereby be in a position to do some of the 
thinking that ought to be done. 
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. REVIEWS 


Modern Office Management 
(Sixth Edition) 
by H. W. Simpson 
(Sir Isaac Pitman & Sons Ltd, London. ros net) 


This book, which contains numerous illustrations and 
examples of forms and is now in its sixth edition, 
deals with most matters of office organization and is 
obviously based on considerable practical experience 
of the working of office systems. 

It is, therefore, one of that limited number of 
handbooks which every accountant, company secre- 
tary or office manager should have by him. Accord- 
ingly, it will be of particular assistance to the account- 
ant who has just entered a commercial job and requires 
to familiarize himself with commercial organization. 
It will similarly be helpful to the professional account- 
ant whose duties extend to advising upon organiza- 
tional problems. | 

Laying special emphasis on mechanized methods 
of performing accounting functions, the book is also 
well suited for assisting in meeting the present-day 
problems of staff shortages, Moreover, those already 
familiar with the subject may yet find it useful to be 
reminded of applications, previously rejected, which 
in present circumstances may be thoroughly suitable. 


The Student’s Machine Accounting Tutor 
By O. Sutton, M.S.M.A., A.C.LS. 
(Macdonald & Evans Ltd, London. 12s 6d net) 
The present-day trend of increasing mechanization 


of clerical processes makes this book of considerable: 


value, not only to those who intend to make account- 
ing machine operation their career (for whom it 
is primarily written), but also to accountants who 
require more than a superficial knowledge of 
mechanized accounting. The scope of the book is 
confined, however, to calculating and book-keeping 
equipment, i.e. it excludes punched-card equipment. 
Divided into ‘Fifteen lessons’, it covers in a most 
practical way the application of calculating and 


book-keeping machines to accounting processes and.. 


forms an indispensable introduction to the subject. 
It also gives much practical guidance on the organiz- 
ation necessary for the efficient use of the equipment; 
for example, it explains thoroughly various methods 
of proof. For its clear descriptions, as well as its 
useful glossary of technical terms, this book can be 
recommended to the young auditor, as well as to 
the more experienced office manager. 


Wirtschaftspriifer – Jahrbuch 1951 
(Institut der Wirtschaftsprüfer, Düsseldorf) 


This comprehensive and extremely useful Year Book 
has made a welcome reappearance after twenty-five 
years. During that time the accountancy profession 


in Ge-many has undergone more than one fundamen- 
tal change, due first to political exigencies under 
the National Socialist regime, then to the war, and 
finally to post-war conditions. Yet it is apparent that 
in spite of all these vicissitudes — some of them almost 
overwhelming in their effects - our professional 
bretkren in Germany have clung to the sound core 
of their standard of integrity and achievement, and 
the appearance of this book is the outward sign of 
that сасе. 2 

The Year Book, as the foreword explains, began as 
a pocket book but developed into a veritable vade- 
mecum for all practising the profession of accountant 
in Germany. It is divided into two main parts, and 
each part into several sections. Broadly, the first part 
deals with the work, laws, organization and administra- 
tion cf the profession as a whole and in different 
parts.of the country, and the second with professional 
practices, both in relation to the various bodies which 
are included within the profession and to the varying 
forms of accounts with which they have to deal. 

The editor and his colleagues are to be congratu- 
lated on overcoming so successfully the many great 
difficulties with which they were confronted in 
restarting this informative publication and it is to 
be hoped that having been given such an excellent 
start, it will now appear regularly. 


The Accountant’s Income Tax Guide 

by John Gilbert, A.C.LS., F.C.T.C. 
(Barkeley Book Company Ltd, Stanmore, Middlesex. 

125 6d net) 

This hook, with stiff paper covers, contains some 120 
pages in all. Sixty-eight of them are devoted to an 
index of the Income Tax Act, 1952, and another 
eight contain an index of the Finance Act, 1952, in 


relation to the last mentioned Act. It shows the > 


corresponding section of the Income Tax Act, as 
well as the sections of the Finance Act. The remaining 
forty pages consist of the Table of Comparison 
(published bv the Stationery Office) showing the 
make-up of the Income Tax Act, 1952, from the 
various statutes which it replaces. 


The Income Tax Act, 1952, 
and Finance Acts, etc. 
(H.M.S.O. £2 2s od net. In Binders £2 12s 6d net) 
Few can be unfamiliar with the excellent loose- 
leaf volume of Income Tax Acts which the Stationery 
Office produced with such efficiency before the recent 
Consolidation Act. The new one differs little from 
its predecessor except in colour and a most welcome 
shortening of the contents. The new Income Tax 
Act. is there, together with some Finance Act 
provisions unrepealed and, a welcome innovation, 
the Provisional Collection of Taxes Act, 1913. 
All the current Statutory Instruments, with explan- 
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Through their branches these wholesalers 
were supplying many thousandsofretailers 
with foodstuffs. Their goods went out **on 





Canned figs or canned figures . . . 
which did the branches need first? 


G. & W. COLLINS LIMITED, large 
wholesale food distributors, operate 
through branches :n the North West. 
When they decided to concentrate buy- 
ing ard accounting operations in the 
Liverpool office they realized that more 
detailed and prompt information would 
be needed by their branches. Could 
they establish a more effective system 
of management-contrcl now that the 
accouats were centralized ? 

With this problem Collins called 
for advice from machine accounting 
specialists of Burroughs Adding 
Machine Limited. 

After investigation, Burroughs sug- 
gestec the installation, in Collins’ 
‘Liverpool office, of a Burroughs 
Typewriter Accounting machine for 
all Purchase and General Ledger work, 
with detailed posting of assets, 
теуеп лез, liabilities and expenses. 

Result; Apart from the great saving 


in time and labour in the office (one 


girl, in fact, does all recording) Collins 


now get a monthly analysis of all ex- . 


penditure in time for branch managers 
to keep within their individual budgets. 
Collins installed their first Burroughs 
machine twenty years ago, since then 
every accounting department of the 


“business has been mechanized. The 


installation of the general-purpose 
accounting machine is the culminating 
factor in the preparation of speedy 
monthly accounts. 

What about you? If your business 
could benefit from faster figuring, call 
in Burroughs. They can offer advice on 
all the latest systems, for Burroughs 
make the world’s broadest line of 


"modern record-keeping machines: 


Adding, Calculating, Accounting, Bill- 
ing and Statistical Machines, and 
Microfilm Equipment. Remember, 
once you have any Burroughs machine 


For expert advice on business figures 


| cau. Iw Burroughs 9 


time, all the time." 
section keep pace? 





Could the accounts 





installed, Burroughs Service guarantees 
its continuous efficiency in operation. 

The “Burroughs Man" is a trusted 
visitor to thousands of business houses. 
Call him at any time. Head Office: 
Burroughs Adding Machine Limited, 
Avon: House, 356-366 Oxford Street, 
London, МУ. Sales and Service 
offices in principal cities 





Photographed here is Miss P. L. Langford, 
at work on the Purchase Ledger for 
G. & W. Collins Limited. She is operating 
the Burroughs Typewriter Accounting 
Machine, which helped to solve the Case 
of The Wholesaler's Budget. 
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Accounting 
Machine 


READY FOR ANY JOB 
AT THE TURN OF A KNOB 


























“COMPLETELY NEW'"-—that can be said, without 
reservation, of the Burroughs Sensimatic Accounting 
Machine. If you find it hard to visualize an accounting 
machine that is limitlessly adaptable, capable at the turn 
of a selector-knob of doing countless different jobs for a 
small firm, or a vast amount of one particular јоб Гог а Јагве ' 
organization, it is time you saw the Sensimatic in action. 

The key to the machine’s astonishing versatility is the 
newly discovered principle of “Ѕепѕітайс Control"— 
the incorporation of a “mechanical brain" that directs 
the machine through every mathematical function and 
every carriage movement during a posting operation. 
Each Control Unit guides the machine through four 
separate operations, and, since there.is no limit to the 
number of different units you can use, there is no limit to 
the number of accounting jobs the Sensimatic can do, and 
the Control-Unit can be changed by the operator in a 
matter of seconds. 

You owe it to your business to let Burroughs show 
you tke Sensimatic today. 
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GOMPLETELY NEW. 


€ ADAPTABILITY—A turn 
of a knob—that's all the effort 
needed to switch the Sensi- 
matic from one posting opera- 
tiontoanother,from Accounts 
Receivable (say) t» Stock 
Records. Stores, Costs, Pay- 
roll, Purchase Ledger, 
General Ledger, Statistical 
Analysis; the Sensimatic is. 
reset in a moment for all 
these procedures . . . and 
many, many more. 


Ө SPEED— The Sersimatic's 
light key depression. positive 
form alignment, early key 
release, make its operation 
far simpler, far faster, far 
more easily learnt. Anyone 
who can operate an adding 
machine can get the Sensi- 
matic into full producticn! 













This is a Sensimatic Control 
Unit—which,-at a flick of a 
switch, guides the machine 
automaticall through every 
mathematical function and 
carriage movement. Each 
panel gives you any four 
Accounting operations in any 
combination. 


MAKES ACCOUNTING MO VE 


BURROUGHS ADDING MACHINE LIMITED, AVON ' HOUSE, 356-366 OXFORD ` STREET, LONDON, W.1 
Pape m > Sales and Service Offices, in principal cities, Pon tid ај te ee 
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BUSINESS BROKERS LIMITED 


| Specialists in the Sale of Businesses 
HAVE SPECIFIC CLIENTS WISHING TO PURCHASE 


Companies engaged in the following Trades 


FOOD MANUFACTURING 
THE MANUFACTURE OF AGRICULTURAL IMPLEMENTS 
HEAVY ENGINEERING 
PRODUCTION OF RUBBER MOULDED PRODUCTS 
PRECISION ENGINEERING 
MANUFACTURING COPPER TUBES OR CYLINDERS 
GAS INDUSTRY APPLIANCES | 
PHARMACEUTICAL MANUFACTURING - PROPRIETARY ARTICLES 
BISCUIT MANUFACTURING 


. CUTLERY OR KITCHEN UTENSIL MANUFACTURING 


TAP AND DIE MANUFACTURING 

| ELECTRICAL INSTRUMENT MANUFACTURING 
) MANUFACTURE OF CHINAWARE 

HIGH PRECISION GAUGING AND PRODUCTION EQUIPMENT 
| TWIST DRILLS AND REAMERS 

“CHAIN OF GROCERY AND PROVISION SHOPS 

BAKERY WITH RETAIL BRANCHES 
· SWEETS, TOFFEES OR CHOCOLATE MANUFACTURING 


NOTE |. THE ABOVE NAMED BUSINESSES MUST BE OLD ESTABLISHED WITH MINIMUM 
—— NETT PROFITS OF £30,000 P.A. OTHER TYPES OF BUSINESSES ALSO REQUIRED. 


2. EXPERT ADVICE , GIVEN ON CONVERSION OF PRIVATE BUSINESSES INTO 
QUOTED PUBLIC COMPANIES. 


Write in confidence to | 


REGINALD TERRELL 


Managing Director 


BUSINESS BROKERS LIMITED 
46 St James’s Place, London, SWI. {REG 4720 and 5418) 











~ 
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atory notes where they exist, are reproduced, 
together with a workmanlike index. Finally there 
is a table of cross references to former Acts and a 
table of rates and allowances covering many years – 
no doubt very useful in back duty work. Not the 
least helpful part of the book are the footnotes. 
This book is a ‘must’ for any tax practitioner. 


Income Tax and Profits Levy in a Nutshell 
by The 'B.C.A.' Tutors 
(Textbooks Ltd, London. 155 net) 

'This is presumably a book for students preparing 
for examinations and with little time to waste. It 
gives a brief exposition of income tax, sur-tax, 
profits tax, and excess profits levy, in the form of 
concise and largely tabulated statements such as 
the student himself might prepare for his own use. 
In addition there are over sixty worked examples. 
For rapid revision before an examination the book 
should be very useful indeed. 


Pollock on the Law of Partnership 
Fifteenth Edition 
by L. C. B. Gower, LL.M. 

(Stevens & Sons Ltd, London. 25s net) . 
We owe the Partnership Act, 1890, to the late 
Sir Frederick Pollock and it is fitting that his name 
should be perpetuated in an excellent text-book on 
this branch of the law. Its new editor, Professor 
Gower, has very properly deleted a good deal of 
obsolete matter and has added such topical subjects 
as notes on the. drafting of medical partnership 
agreements in accordance with the requirements 
of the National Health Service Acts. The appendixes 
include the Registration of Business Names Act, 
1916, as amended, together with the Business 
Names Rules, 1949. Nevertheless, the book is 
mainly Pollock and makes entertaining reading, 
besides being an authoritative but brief exposition 
of the subject. 


Elements of Economics 
(Tenth Edition) · 

by S. Evelyn Thomas, B.Com., Ph.D.(Lond.), 

F.C.I.S., F.C.C.S., A.I.B. 
` (Sir Isaac Pitman & Sons Ltd, London. 30s net) 
Dr Thomas’s works are very well known to all 
students of banking and economics. His reputation 
will be enhanced by the publication of the tenth 
and fully revised edition of this notable work. 

The special characteristic of this volume is its 
comprehensiveness. It discusses very adequately 
that part of economic theory with which the pro- 
fessional student is expected to be familiar. It also 
deals successfully with the descriptive material such 
as banking and the money market, foreign exchange 
and the economics of government – a knowledge of 
which also forms part of the generally accepted 
qualifications in economics. | 
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In this latter field the reader is given the very 
latest information on current trends and events as 
well as a most useful historical background. The 
whole book.reads smoothly and easily. There is no 
doubt that the author succeeds in his primary 
object – that of presenting the elementary principles 
of economic science, in as clear and interesting a 
manner as possible, to students working for pro- 
fessional and academic qualifications. 


SHORTER NOTICES 


STUDIES iN PRACTICAL Вамкімс (Third Edition) 
by R. W. Jones. (Sir Isaac Pitman & Sons Ltd, 
London. 155.) This edition of the Gilbart Lectures 
given in 1932-35 on certain aspects of the legal 
side of banking practice, incorporates the effect 
of recent legislation. It covers, both readably and 
authoritatively, such matters as the banking accounts 
of partnerships and companies, joint accounts, the 
validity of certain types of. securities and the 
payment and collection of cheques. Primarily 
intended for bankers, it can nevertheless safely be 
recomimended to all members of the business 
community. 


= Facts From Ficurss, by M. J. Moroney. (Penguin 
Books Ltd, Harmondsworth, Middlesex, 5s.) This 
could well be described as the ‘intelligent man’s 
guide’ to statistics, for it gives explanations of many 
statistical matters with which both the business 
man and the man in the street (sometimes unwittingly) 
come into contact. It ranges, for example, from the 
various statistical techniques, such as sampling and 
quality control which are now being more widely 
applied to industrial problems, to the mathematics 
of football pools. It does require, therefore, some- 
thing more than a nodding acquaintance with 
mathematical principles. For the student it should 
prove a valuable reinforcement to the usual but 
more theoretical text-books. 


PROCEEDINGS AT THE THIRTY-SECOND INTERNATIONAL 
Cost CONFERENCE, CHICAGO, 1951. (National Associ- 
ation of Cost Accountants, New York.) This volume 
contains the papers presented at the 32nd Inter- 
national Cost Conference (of America) on the 
theme ‘Using accounting tools in the defence 
economy'. Some of the papers deal with such matters 
as the details of price-fixing principles for govern- 
ment contract work and are of relatively little interest 
to accountants in this country. The others, however, 
are of more general interest. For example, one 
describes the method adopted by a large steel 
company for actually using variances in a standard 
cost system to reduce costs, bringing out the im- 
portance of systematically following up variances 
to ensure that the possible savings are actually 
achieved. Other papers deal with ‘supplementary’ 
labour costs, i.e. those additional to wages actually 
paid; and with the effect of taxation on stock valuation 
and on business planning generally. 
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FINANCE AND COMMERCE 


Cons: deration of the extent of the Budget deficit has 
checked the slow advance in stock markets. There 
has been little real setback in quotations but the 
gilt-edged section has temporarily lost its buoyancy. 
It seems unlikely that the advance will be resumed 
this side of the New Year. 


Samuel Osborn 


Last April marked the one hundredth anniversary of 
the business of Samuel Osborn & Co Ltd. In 1852 
Samuel Osborn, in a rented factory, made files from 
steel which he purchased. Twenty years later, in 
association with Robert Forester Mushet, he devel- 
oped the first self-hardening tool steel and the first 
tungsten tool steel produced. From these steels have 
been developed the whole range of high-speed steels 
the company now produces under the trade name 
‘Mushet’. The original business in hand tools has 
expanded to include twist drills and other engineers' 
small tools and now reaches very substantial pro- 
portions. 

The 1952 accounts we reprint this week are clearly 
presen-ed with detail contained in explanatory notes. 
Particularly interesting is the differentiation between 
capital and revenue reserves and ‘Amounts set aside 
for specific purposes’. The net increase of £47,236 
in the company’s revenue reserves arises from 
additions of {385,439 from profits and deductions of 
£5,099 to capital reserve, £40,306 to резне funds 

£292,798 capitalized. 

UT will be seen that the fund — set up last year – 
for possible losses on fall in raw material prices is 
now replaced by another fund to reduce the value of 
the allay content of stocks at basic tonnage level to 
a base price. The purpose of this fund, the board 
state, is ‘to remove from future profits fluctuations 
occasioned by future market price movements in the 
value о: expensive alloy metals to the extent of the 
basic tcnnage of such metals held in stock or as a 
constituent in steels in stock or in process'. 


Profits Tax View 


Reallocetion of reserves is also a feature of the 
accounts of Foister, Clay & Ward Ltd. Mr A. Clarke 
Vincent, F.S.A.4., made particular reference at the 
recent meeting of the company to the board's decision 
to transfer to general reserve the amount previously 
reserved for the profits tax distribution charge which 
would bscome payable if, and when, reserves were 
distributed to stockholders. 

‘This’, the chairman stated, ‘is a controversial 
matter on which accountants do not agree. Many 
stockholders, he “added, do not understand the 
position since many companies make no such pro- 
vision. In these circumstances it was decided to 
transfer the amount to general reserve and to note 
each year on the. balance sheet what would be the 


maximum sum payable to the Revenue if the whole 
of the company’s reserves were distributed. 

Incidentally, under the new system no further 
charge would have been required this year. The 
estimated figures previously reserved were consider- 
ably more than the amount required on the basis of 
the 1952 Finance Act. 


Point on Debentures 

An interesting point of company administration was 
raised in the recently published particulars of a 
debenture stock placing in Henty & Constable 
(Brewers) Ltd. The company created £267,752 of 
5 per cent redeemable debentures by capitalization of 
reserves and issued the stock to holders of the 
£267,752 of ordinary capital. Marketing of the 
debenture stock was to enable representatives of a 
deceased shareholder to meet death duties. 

A capital bonus in debentures is an unusual 
operation and from the details of the marketing it 
seemed that doubt existed on the question of dis- 
tributed profits tax which debenture interest, under 
normal circumstances, does not attract. Two methods 
of showing profit cover for the interest were shown. 

In the first instance the debenture interest of 
£13,387 gross, without attraction of tax, was shown 
to be covered seven times, both by average profits over 
the past ten years and also by the profits of the last 
completed financial year. It was added, however, 
that ‘Skould such interest be treated as a gross 
relevant distribution for profits tax purposes the 
profit required to meet approximate tax liabilities 
and the gross annual interest on the stock would 
amount at present rates to £18,500’. This would be 
covered дуе and a half times by the ten-year average 
and: past-year profits. 


*Selling' the Company 
‘Two birds with one stone’ is invariably sound 
economy and it is on that basis that we are interested 
to see what may be the beginnings of a new trend in 
presenting shareholders with company facts. A number 
of compenies are now including their latest trade 
catalogue with the annual accounts. 

Shareholders in J. H. Fenner & Co Ltd, for 
instance, should gain far more knowledge of their 
company’s production of ‘Hainsworth’ variable-speed 
drives frcm the trade catalogue they received with 
the report and accounts than from any number of 
aerial pictures of the works or vague views of "Number 
one assembly shed" and the like, with which so many 
reports ar» now illustrated. 

With the accounts of Metalastik Ltd there was 
included a brochure recently prepared by the 


company for the International Commercial Vehicle. 


and Motor Exhibitions. The company pioneered the 
development work upon the rubber-to-metal weld 
which is the basis of the whole of its products. . 
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Catalogues and brochures such as these 
are expressly designed to sell the com- 
pany's products. 'l'hey can also be used 
hy the directors to ‘sell’ the company to 
its shareholders. 


£ 
192,206 
24,472 


220,450 
808,397 


20,218 
17,335 





£ 
Depreciation 
3,778 
389,062 
789,847 





Plessey’s Depreciation 

After a three-year adjustment period the 
accounts of The Plessey Co Ltd now show 
depreciation charged in the normal way. 
Three years ago it became apparent, 
the directors state in their report with 
the accounts to June 3oth, 1952, that the 
depreciation of fixed assets provided in 
the accounts of the holding company 
which had accumulated up to that time 
was more than adequate to cover the 
depreciation which had occurred. In 
order to correct this position no deprecia- 
tion was charged in the accounts for each 
of the three years to June 3oth, 1952. 

Since, in the absence of any charge for 
depreciation, the profits of the years con- 
cerned would have been over-stated, in 
place of depreciaticn a transfer was made 
out of profits in each year to a reserve for 
the enhanced cost of replacement of 
fixed assets. The amount transferred in 
the 1950-51 accounts was £150,000. 

The position has now been reached 
where depreciation can again be charged. 
in the normal way and for the year to 
June 30th, 1952, it has been computed in 
relation to the useful life of the assets 
employed, and amcunts to £154,174. The 
opportunity has aiso been taken to re- 
allocate the total provisions for deprecia- 
tion, which have accumulated over past 
years; between the different classes of 
assets involved. 

A note to the accounts explains that 
in both the consolidated and holding 
company’s profit and loss accounts the 
transfer made last year to the reserve for 
enhanced cost of replacement of fixed 
assets has, for comparison purposes, 
been shown as depreciation. The group 
dccounts show fixed assets at cost totalling 
£2,572,544 and depreciation at £966,301. 


Money Market 

For the fifth week in succession the 
market maintained its Treasury bill. bid 
at £99 8s xd and, with applications on 
December 5th totalling £332,800,000 
against £328,230,000 previously, the 
average rate was virtually unchanged at 
£2 7s 8:38d per cent. The market ob- 
tained 73 per cent of its stated require- 
ments. This week’s offer is maintained at 
260 million, ап zmount equal to corre- 
sponding maturities. 


41,807 


£254,225 £37,553 


£212,418 





(Renewals are 


payments,in advance .. 


pendent valuations at July 31st, 1 948, wich 
Tax Reserve Certificates 


subsequent additions at cost 


Land and Bulldings 
Less Amounts due to Subscribers 


charged agalnst revenue) .. 
Shares in Subsidiaries at cost, less amounts written off ,. 


Amounts due by Subsidiaries 
Current Account with Bankers and cash in hand. 


Trade Investments at cost, less amounts written off 


Stocks at the lower of cost or market value 


Plant, Machinery and Motor Vehicles 
Debtors and 


Loose Tools at net book value 
Deposit Account with Bankers 


Net Current Assets 


At inde 
Subsidiaries and Trade Investments 


Fixed Assets 


28,983 





£ 
372,932 
820,215 
1,193,147 
967,735 


225,412 








July 3156, 1951 
£ 
173,112 
16,162 
3,778 
193,052 . 





£ 
716,628 


781,018 





836,839 
1,553,467 


130,600 








£ 
Issued and 
Authorized Fully Paid 


£169,400 
630,600 586,028 


700,000 
£1,500,000 


SAMUEL OSBORN & CO LTD Balance Sheet as at July 3186, 1952 


placing fixed assets 400,000 
prices 


; Cumulative Preference 
Reducing to base price the value of alloy content of stocks 


at basic tonnage levels 


Shares of £I each .. 2: 
Ordinary Shares of 105 each.. 
Deferred Repairs 


Unclassifled Shares 


Penslons "m =s oe .. 
United Kingdom Income-tax, 1953-54 


Towards meeting the Increased cost of re 
Possible losses on fall In raw material 


54 per cent, free of tax, 
Dividend Equalization. : 
Welfare Services 

Profit and Loss Account 


General... 
Amounts set aside for specific purposes · 


Capital Reserve .. 
Revenue Reserves: 


Share Capital and Reserves 
Share Capital 








£ 
130,600 
293,014 
73,118 
287,324 
100,000 


423,624 —— — 
100,000 


329,161 
250,000 
320,000 

80,958 


216 


July 31%, 1951 
£ 


789,603 
1,213,433 
750,958 





E 


1,305,638 
£2,334,485 





£359,386 
405,549 


Creditors and accrued charges 
Final Dividend and Bonus (het) proposed 


Less Current Liabilities 
Current Taxation .. 








£1,964,391 





£2,334,485 


FRANK A, HURST, Director. 
CECIL Е. HURST, Director, 


e 


£1,964,391 


p 
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CORRESPONDENCE 


Letters mast be authenticated by the name and address of the writer, not necessarily for publication. | 


The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Fluctuating Price Levels 


Sir, - As Mr Jeffery English and Professor Wimble 
have indicated (the former on October 25th and the 
latter on November 8th), the answer to the problem 
set by Mr R. C. Warren in your issue of October 18th 
is that the company suffers the same loss whether it 


trades or not. 


One of the most-emphasized points in Mr English's 
tetter – mention of it is made three times — is that in a 
system of accounting designed to give undistorted 
results in times of changing price levels, closing stock 
must be valued at the lower of: (a) cost price (i.e. 
actual cost expressed in currency circulating at the 
end of the trading period); or (6) market price (in 
the sense of trade price, not of selling price). In fact, 
Mr Englisb's argument appears to hinge upon this 
statement. In reality; however, the statement is 
incorrect and the anly reason why Mr English could 
answer so effectively the problem set by Mr Warren 
is that the latter gave a case in which market price 
happened to be lower than cost price expressed in 


year-end currency. Ў 


Perhaps the easiest way to demonstrate this is to 
take the case given by Mr Warren, but presume that 
in the last three months of the year the article in 
question fell into short supply, with the result that 
the trade price rose much more rapidly than the 
general index, until, at the year-end, it stood at 
£7,500. This figure is the market price and, as it is 
higher than the cost price expressed in year-end 
pounds, closing stock must, according to Mr English’s 
tule, be valued at cost price which, in year-end cur- 


rency, is as follows: | 
If the company does not trade 


If the company does trade 


£6,192 (£5,750 X 140/130) 

Opening stock, expressed in year-end currency, is 
£7,000 and purchases and sales, expressed in the 
same currency, are £6,192 each. Therefore Мг 


English's rule gives the following results: 
If the company does not trade 


, No gross profit or loss 
If the company does trade .. Gross loss of £808 
Yet, whether the company trades or not during the 

year, its net worta at the end of the year is the same. 

Therefore, in reality, the result for the year must be 


the same, whether it trades or not. 


So, by following Mr English's rule, we arrive back 

at the problem pesed by Mr Warren, which Mr English 
'set out to solve. Moreover, we reach a result which 
- Mr English has himself condemned (paragraph (2), 


third page of letzer published on October 25th). 


Hence, Mr English's rule must be discarded. The 
terrect rule to observe (the second part already having 


£7,000 (£5,000 X 140/100) 


been referred to by Professor Wimble in his letter) is 
as follows: ud 


Value closing stock at current trade price (‘replace- 
ment cost’), unless anticipated selling price ('realiz- 
able value") is lower in which case value at the latter. 
(The latter would normally be lower only if stock- 
depreciation had occurred.) 

Let me hasten to express my awareness of the 
accusation that may now be made – namely that if, 
since the time of purchasing closing stock, the trade 
price has risen by a.greater proportion than the 
index, the trading account will contain a gain which 
may be considered not yet realized. 

Against this objection I would urge the following 
considerations: . 

(a) The rule does not allow the taking of the selling 
profit which will accrue when the stock is sold — 
it permits only the taking of a.gain which 
(independently of any sale) has already accrued 
by reason of the fact that the stock in hand has 
been acquired: for less purchasing power than 
it would have cost if purchased now. 

(b) The rule is the only one that ‘works’ in all 
circumstances. It is the only-one that always 
gives the same value for identical articles or 
identical quantities purchased on different dates. 

(c) If it is hoped to obtain the benefit of recognition 
of undistorted profits for tax purposes, two 
things are necessary. Our complete accounting 
must be perfect in principle, otherwise we shall 
never be able to prove it, and we must act with 
scrupulous fairness. This means that we must 
account, not only for all charges against profits 
but for this small gain as well. 

(d) Gross selling profit on any particular sale is the 
difference bétween: (i) the selling price, and 
(ii) the trade price at the time of the sale (i.e. the 
replacement cost). Therefore, to show true profits 
on sales, the normal procedure would be to 

. debit the ‘orthodox’ trading account each time 

prices rise, with the amount by which the trade 
value of the stock in hand at the time has risen. 
Now, analysis shows that any system of account- 
ing that expresses the final accounts correctly in 
year-end currency does not do this, but has the 
effect of debiting the ‘orthodox’ trading account 
each time the index rises with the amount by 
which stock-in-hand at the time would have to 
increase in value in order to maintain its purchas- 
ing power. So the difference between the amount 
we should expect to see debited and the amount 
actually debited — or, rather, debited in effect — 
is the difference between: (iii) the amount by 
which the stock-in-hand actually increases (or 
not) in monetary value each time the price or 
index rises, and (iv) the amount by which it 
should have risen (or not) to maintain its purchas- 
ing power. In other words, the difference is the 
loss or gain of purchasing power that accrues on 
the rise of price or index. Hence, the effect of 
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any system of accounting that expresses the final 
results correctly in year-end currency is to 
account for tais loss or gain of ‘purchasing power 
as soon as the vise of price or index takes place. 
Since such a system gives results which can-be 
shown to be correct, it would seem safe to assume 
. that the principles which it automatically applies 
are correct, and that it is therefore correct in 
principle (as reason would dictate) to account 
for the loss or gain in question as soon as the 
price or index rises. Now, if closing stock is 
valued at cost price in year-end currency, this 
loss or gain cn closing stock, which has already 
accrued independently of any sale, is thereby 
effaced. Hence, such a valuation of closing stock 
would appear to be proved wrong in principle. 

(e) Any objection-made to taking the gain in question 
must be founded on the argument that to do so 
is imprudent— not that to do so is wrong іп 
principle. But surely prudence should be 
exercised by making reserves, not by adopting 
rules that are 1nsound. . 

(f) If the gain in question were ignored (by taking 
closing stock at less than current trade price) 
the accounts for the following trading period 
would contain a profit which had not accrued in 
that period. Tais is wrong in principle. 

(g) The rule disposes of a question that should never 
have risen — FIFO or LIFO? It recognizes the fact 
that, deteriora-ion apart, two or more identical 
articles or quantities of stock have thesame present 
value, no matter when they were purchased. 


Tuzning now to P-ofessor Wimble’s letter, I should 
like to make the following observations — not in any 
spirit of controversy. but because I believe it to be in 
the inzerests of progress for the matter to be examined 
thoroughly. 

It is, of course, correct to say that, provided 
turnover is small and the index varies little in the 
course of a year, the error will not be great if the 
revenue items are lef: at their face values or expressed 
in year-end currency on the assumption that they 
occurred, on the average, when the year's inflation 
had proceeded half-way. But if turnover is large, or 
if the movement of the index is more than negligible, 
the error can be considerable. In this connexion, 
reference should be made to the figures given in tke 
fifth paragraph of my letter published on October 
18th; and also to the fact that, as may be gathered 
from the earlier part of the same letter, the error in 
the gross trading profit in present-day. currency 
shown in Professor Wimble's. original example 
(issue of August 16th) was also more than 12 per 
-cent – although in this case both purchases and sales 
occurred with absolu-e regularity and the index rose 
with unerring steadiness. Had the purchases or 
sales, or the movemer.t of the index, occurred irregu- 
larly ~as would normally have been the case – the 
error could have been greater still. Furthermore, even 
if the error in each year should be comparatively 
small, the cumulative error over a number of years 
may be considerable. 

But, above all, any method that purports to show 

'an undistorted trading profit, but fails to express all 
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the revenue items in the currency used for the 
balance sheet— and to do so accurately – is quite 
wrong in principle — just as wrong, for instance, as it 
would be to post £49 as £50 on the grounds that the 
error is not great, or just as wrong as it would be to 
ignore all accrued charges, payments in advance, 
etc., on the grounds that, save in exceptional circum- 
stances, the error is comparatively small and is 
compensated for by the saving of trouble effected. 
In case anyone may think I place too much 
emphasis on correctness of principle, I would stress 
that, unless we observe correct principles and work 
accuretely, we shall never discover all about the 
science of complete accounting and understand how 
the bridge between it and 'orthodox' accounting is 
constructed; we shall never know fully what we are 
talking about; we shall never be able to discuss the 
subject without fear.of being contradicted and proved 
wrong in principle; and we shall never be able to 
prove, to the satisfaction of those holding ideas other 
than our own, that our own solution is the correct one 
which, sooner or later (probably the latter!) is bound to 
gain acceptance. In other words, we shall continue as 
we have done in the past – debating, discussing and 
submitting proposals, but never reaching agreement. 
In addition to the defects already mentioned – 
inaccuracy and wrongness of principle – the failings 


'given below are further fruits of any method that 


purpoz:s to show an undistorted trading. profit but 
does not express all the revenue items correctly in 
the currency used for the balance sheet: 

(h) Sacrifice of method (comparable with the use of 
single-entry instead of double-entry in ordinary 
accounting). As a result, existing figures must be 
scrapped and different figures either substituted 
far them in the same ledger or used in their place 
in the final accounts, Я 

(2) Anomalies such.as: (i) Fictitious profits or losses 
‘on exchange’. (ii) The debiting of depreciation 
in ‘present-day’ currency as £720 and the 
crediting of it, also in ‘present-day’ currency, as 
£840. (These figures are from Professor Wimble’s 
original example.) 

There might be some justification for all these 
defects if they permitted a worthwhile saving of time 
and expense. But they do not do this. On the other 
hand, results provable correct can be achieved 
quickly and methodically by a procedure which, 
because it is correct in principle, involves not the slightest 
deviaticn from double-entry throughout. 

Yours faithfully, 
Coleford, Glos. LEONARD HUGHES. 


Section 26, Finance Act, 1952 


Sir, — Whilst the Act was still in Bill form we under- 
stood that the above-mentioned sectian sought to 
prohibit the deduction of ‘Usher allowance’ in the 
Schedule D computations of brewery companies. 
Our understanding appeared to be confirmed by the 
reading of the two articles ‘Finance Act, 1952, XIV 
and XV’, which appeared in your issues of October 
11th and 18th respectively: - 
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We are not at all sure though that the provisions 
of subsection (1) (b) do not go further than this, 
inasmuch as they appear to prohibit the deduction 


«ад the companies computation of the difference 


between the net annual value of tied premises owned 
by the assessee and the rent received by him from 
the tied tenant. This seems to be manifestly unjust 
if our understanding of the further provisions of 
the section is correct, for it would appear that if the 
tied premises were sublet by the assessee he would 
in fact be entitled to deduct in his computation the 
difference between -he rent paid by him for the 
premises and the rent received by him from the tied 
tenant. 

We shall be obliged if either you, or any of your 
readers will inform us whether our interpretation of 
this section is, or is not, correct. 

Yours truly, 
DORE. 


[If the seccion permitted the brewer to deduct the excess 
of the net Schedule A assessment over the rent re- 
ceived, as our correspondent appears to suggest that it 
should, the section would be granting ‘Usher allow- 
ances' rather than prohibiting them. It has to be 
remembered that the tenant is charged with the tax on 
the Schedule A assessment and that he is not entitled 
to deduct from the rent more than tax at the standard 
rate on it, so that the brewer is not exposed to any 
hardship. – Editor.] 


Professional Fees 


Sir, - This subject was given a further much-needed 
airing by your correspondents ‘Perplexed but 
Hoping’ in the issue dated November 8th, but at 
the time of writing, their letter appears to have 
evoked no response. 

There can be no doubt that the basis of charging 
and the level of fees varies considerably throughout 
the country and it would be interesting if a com- 


parison could be made of the fees which different - 


firms would charge for carrying out similar work. 
The average provincial trader has no conception of 
the proper value of professional services, and indeed, 
it is sometimes extremely difficult to obtain fees 
based on even the 1939 scales. Discussion with other 
provincial accountants has indicated that many of 
the medium and small firms are definitely underpaid 
for their services. As a general rule we base our 
Charges on the minimum 1946-48 rates suggested 
by Mr Sproull on page 54 of his book Accountants’ 
Fees and Profits, the charge for a principal being 
7-10 guineas per day. Some resistance has however 
been encountered even to fees calculated on this basis. 

It is considered that some indication of the correct 
level of charges by the leading accountancy bodies 
would assist in eliminating many of the difficulties 
encountered; and it is hoped that the matter will 
receive further serious consideration. 

Like your previous correspondents on this matter, 
we too must remain anonymous. 

Yours faithfully, 

. DOLAN. 
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Patent Fees 


Sir, - It would seem that no allowance is given by 
the Revenue on expenditure incurred prior to April 
6th, 1946. 

The contrast is somewhat startling when put in 
the following form: 

A. expends £1,000 on April 5th, 1946, and obtains 

no allowance. 

B. expends £1,000 on April 6th, 1946, and obtains 

100 per cent allowance. 

It would seem logical that A. should obtain the 
appropriate allowance over the unexpired term sub- 
sequent to April 6th, 1946. 

Are there any decided cases on this point? I shall 
be glad if any of your readers can assist me. 

Yours faithfully, 
TÉEF. 


The Inspector of Taxes Interrogates: 
The Farmer who gave up his Farm 


Sir, – In the issue of The Accountant of October 11th, 
1952, ON pages 412-13, it appears from the facts given 
that Mr Tullett has, through his fictitious Inspector, 
advised ‘Mr Greenlanes’ incorrectly. Section 145 (2), 
Income Tax Act, 1952, states: 

‘If at any time any person succeeds to any trade, 
profession or vocation which until that time was 
‘carried on by another person... Фе tax payable 
for all years of assessment by the person succeeding 
as aforesaid shall be computed as if he had set up 
and commenced the trade, profession or vocation at 
that time, and the tax payable for all years of assess- 
ment by the person who until that time carried on 
the trade, profession or vocation shall be computed 
as if it had then been discontinued. 

The ‘Inspector’ in the article, however, says: 

. When a farmer ceases at one farm, and goes 
to another, the business is treated as continuing. 
Cessation only applies when the business is finally 
and permanently discontinued." 

'The latter part of the 'Inspector's' statement is 
correct, but his first sentence is entirely opposite to 
the above section of the Act. In the first place, ‘Mr 
Greenlanes’ has sold “Wideacre’, and, as undoubtedly 
he will be succeeded, he must be assessed on the 
cessation basis. Secondly, he has bought 'Merrilees', 
i.e. succession has occurred, and the assessment will 
be on the new business basis; it is irrelevant whether 
he farms ‘Merrilees’, or has merely invested therein. 

Perhaps there is, however, a section of the Income 
Tax Act, 1952, which gives special provisions to 
farmers, and of which I am unaware; there is Section 
152, but I do not think this applies. 

Yours faithfully, 

D.G.A. 
[Mr Wilfred Tullett, F.s.A.A., writes: I welcome your 
correspondent’s letter but I think he has missed the 
point of my article, and has misread the section which 
uses the word ‘succeeds’. ‘Mir Greenlanes’ ceased at 
one farm but no one technically succeeded him if he 
immediately operated another farm, in which case the 
farm would be treated as continuing. I have recently 
settled a case on those lines.] 
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Profit Percentage: Grocery and General Store 


Sir, - I should be grateful if any of your readers 
could supply me with information with regard to the 
percentage of gross profit which could be expected to 
be earned by a grocery and general store operating 
in a country district. 

· In addition, I would like to know what are con- 
sidered to be reasonable percentages of (1) wages, 
(2) other expenses, (3) net profit, to turnover. The 
business is run by one director, assisted by three 
shop assistants, and delivery is effected over a wide 
area by means of two vans. ` 

Yours faithfully, 
LINCS. 


Hospital Cost Accounting 


Sir, – The recently published reports by the King 
Edward’s Hospital Fund for London and the Nuffield 
Provincial Hospitals Trust will inevitably cause a 
great deal of discussion both in and out of Parliament, 
but I think there is one point which has not been 
sufficiently emphasized in the reports and which, to 
my mind, is of the greatest importance. 

'The Nuffield report indicates clearly in Appendix 
II the enormous difficulties which lie ahead if any 
attempt is made to pursue inter-hospital comparisons 
on departmental figures without a great deal of further 
investigation, and in any case comparisons of cost are 
somewhat invidious when the type of treatment and 
the result thereof are not apparent. 

The efficiency of industrial production is, broadly 
speaking, measured by cost and quality. The cost is 
measured by accounting in some form, the quality by 
inspection and without both of these guides it is not 
possible to measure the efficiency, but we are asked to 
measure the clinical efficiency of a hospital by cost 
alone. 

It is obviously not possible to measure the quality 
of a hospitals ‘production’, apart from ‘trading’ 
departments, until a standard patient and a standard 
treatment is laid down with a consequent quality 
inspection, and any clinical departmental costs 
produced will therefore inevitably be judged by 
reference to cost alone. There are obvious dangers in 
this, by no means the smallest of which is the implied 
regimentation of the medical profession, and I very 
much doubt if any value can be extracted from depart- 
mental costs which, as between hospitals, are subject 
to non-measurable quality differences. There is a 
stronger case for departmental costs of general service 
departments and perhaps of clinical service depart- 
ments, but even in the latter case inter-hospital com- 
parisons can be misleading. 

As long as these dangers are fully realized, depart- 
menta! costs in hospitals may be of limited internal 
use in the form suggested by the Nuffield experiment, 
but it is doubtful if the cost involved in their intro- 
duction throughout the country would be justified 
unless further experiments show more fully what 
value can be obtained from them. 

I am aware of the deficiencies of present hospital 
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accounts but it is useless to abandon them even with 
all their faults until it is reasonably certain that апу 
new system will give reliable results. . 
Yours faithfully, 
Little Chalfont, Bucks. D. SHERREN. 


Bank Interest and Charges 


Sır, — There was some correspondence in your 
columns a short while ago on the above subject and 
several correspondents, myself included, questioned 
the basis of the clearing banks’ adjustment of four 
days when calculating interest, to allow for clearing. 
I presume the banks have public relations officers 
who deal with such points, and I have rather been 
expecting to see some explanation coming from 
banking sources. If nothing is forthcoming, your 
readers can hardly help coming to the conclusion 
that zhe banks’ four days is based on extreme casés 
under wartime conditions, and should not be 
imposed under present conditions, especially in 
London. If that is the case no doubt an individual 
approach by each customer to his bank would be 
called for, and would no doubt induce the banking 
powezs that be to revise their methods. 
Yours faithfully, 
Lcndon, SW20. W. F. WHELAN. 


Sir, - I understand that when a small trader pays 
his takings into the bank and draws cheques from 
time то time on current account, if the amount of 
his credit balance is less than a certain figure he pays 
heavy bank charges, whilst the person or concern 
dealing in large amounts pays very small or no charges 
at all. Is this correct? , 

If this is so, then the small man is financing the 
large concern and surely this is unfair. In my opinion 
the pzople with the most in the bank should pay the 
highest charges. After all the more money involved 
the greater is the risk. 

Має is the opinion of the profession on this 
problem? Yours faithfully, 

VERNON A. WELLS. 

Beckenham, Kent. A.C.C.A. STUDENT. 


[The Banking Information Service comments as 
follows: Bank charges in general are a matter between 
individual Бапхѕ and their customers. The only aspect 
of the recent correspondence in your columns on which 
we can usefully comment is therefore the question of 
the fcur-day interval allowed for the clearance of 
cheques. Those of your correspondents who believe 
that the average time taken for the clearance of a 
cheque-is much shorter than this are suffering under 
a misapprehension. The large majority of cheques are 
clearec through: what is known as the ‘general clearing’. 
During week-end periods five days are required before 
clearance, and while it may be considered that in the 
other periods three days only should be required, the 
relevant factors are the punctuality of the British 
Railways and the deliveries from the Post Office. 
'Througaout the year constant delays are experienced. 
and it ts felt, therefore, that taking into account all the 
factors an average of four days throughout the year is 
not unreasonable.] х 
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WEEKLY NOTES 


Changes in Defence Programme 
Important modifications were announced by. the 
Prime Minister last week in the defence programme. 
Mr Churchill pointed out that it was necessary 
to curtail the programme in the sense of spreading 
it over a longer period in order to contain the 
Government’s outlay on defence in a time of rising 
prices. In this way it was hoped that further progress 
would not be impaired in improving the balance 
of payments position. Men and materials released 
for rearmament work would be used by their firms 
on export and home market jobs in that order of 
priority. These changes would not interfere with 
the policy of gettinz the most modern equipment 
into use, especially so far as the Royal Air Force is con- 
cerned. For instance, the progress which has recently 
been made with the medium bomber makes it possible 
to curtail orders for re-equipping with light bombers. 

Broadly speaking, then, the pressure on the 
economy which has been applied of late by the 
rearmament programme is to be eased somewhat. 
(The year's estimated outlay of about {600 million 
on armament producticn will be fulfilled by cutting 
the volume of production which would have cost 
about £725 million at the higher prices now ruling.) 
Some surprise was expressed in the House at the 
decision to announce cuts immediately prior to a 
meeting of N.A.T.O. But if pressure to make cuts 
and swing resources into export markets has been 
applied, it is less likely to have come from fresh pre- 
occupation with the balance of payments situation 
directly than from the current Commonwealth 
Conference, where requests for capital equipment to 
build up industrial potential have been made with 
some insistence. 


Cuts in Aircraft 


Some indication of the effects on the aircraft industry 
of the cut in defence expenditure announced last 
week by the Prime Minister was given last week-end 
by the Ministry of Supply. It appears that except for 
Meteor and Vampire fighters which are anyway to 
be replaced by more modern types, the cut-back in 
output of certain kinds of fighters and light bombers 
has nothing to do with their performance, which is 
considered highly satisfactory. Rather is it due to the 
need tc make a general cut from which only 'super- 
priority’ types of aircraft will be exempted. 

.'The production of the Valiant and Vulcan medium 
bombezs will not be reduced. It is therefore clear 
that, as the Prime Minister hinted earlier last week, 
there have been strategic considerations involved in 
cutting back production as well as the question of 
sacrificing cértain types (especially fighters) which 
are obsolescent. It is generally expected, however, 
that the effect of the cuts, which are to take effect 
mainly on future programmes and not on orders now 
in hand, will be to relieve some oF the’ pressure on 
the aircraft industry. 


In these circumstances (which are already causing 
a modicum of unemployment in the case of a few 
firms) it is not surprising that a rather higher priority 
for certain commercial aircraft is receiving official 
attention. The claims of the Comet, Britannia and 
Viscount in this respect are considerable. The 
production of the Viscount is a good deal further 
ahead than the other two but all have excep- 
tional export potentialities which should be taken 
advantage of as soon as there is capacity in the 
aircraft industry to be taken up. 


Record Steel Output 
In November steel production reached the record 
annual rate of 17:95 million tons. This was about 
1j million tons more than in November last year. 
At 1077 million tons, the output of pig-iron was also 
running at a record annual level. 

.'The pig-iron figures are particularly encouraging. 
There are still two new blast furnaces to come into 
operation under the first post-war development plan 
for the industry, but it is already clear that a con- 
sistently higher level of pig-iron output is providing 
a basis for the long-term expansion of steel produc- 
tion and is reducing the reliance on imported scrap. 
It will be recalled that when the last record figures 
were set up in 1950 a good deal of the expansion in 
the output was due to the importation of German . 
Scrap — a source which is now drying up 

It now seems almost certain that the: year’ з target 
for steel output will be achieved and that the target 
set for 1953 will also be hit. Indeed, it seems possible 
that the question of hitting targets will become less 
a preoccupation from now on and the problem will 
rather be one of selling steel. 


Cut in Car Covenant 

The continuing transformation in the home car 
market was taken a step further recently when the 
covenant binding purchasers for a period of two 
years was reduced to one, Since certain information 
is no longer required of buyers of new cars the 
covenant has thus been both reduced in time and 
weakened in efficacy. Both moves are obviously 
intentional. Stocks of new cars are reported to be 
building up rather ominously for some firms although 
others can still sell as many as they can produce. 
Another sensitive index of sentiment in the car 
market is the movement of prices of second-hand 
cars and this continues to be downward. 

At one time.there were as many as seventy cars 
subject to the covenant restriction. Only fourteen 
remain on the list and these are now to benefit from 
last week's relaxations. 


Retail Trade Improvements 
From the figures of turnover in the retail trade 
which are now. available for October, there are 
indications that with the autumn, retailing has 
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entered upon a period of more stable trading con- 
ditions. It is noticeable, however, that the multiple 
Shops rather than the department stores and inde- 
pendent shops are setting the pace for recovery — 
a fact which was commented upon in these notes 
when the retail recession was at-its worst some 
months ago. As usual, the food index prepared by 
the Board of Trade can be left on one side, for it 
shows only small changes from month to month 
at present, and these usually follow the trend of food 
prices rather than changes in demand, which are 
smzll. 

Та the case of the non-food index, large retailers 
reported figures for October which were, back to the 
levels achieved during the same period of 1950 and 
about 6 per cent higher than in October last year. 
But, as mentioned above, it is the multiple shops 
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which are keeping the index buoyant at the moment, 
with the co-operative societies just about making 
level pegging. Independents and departmental 


stores are still operating at levels lower than in‘ 


October 1950;- nevertheless, such figures give some 
hope of good trading over the Christmas season. 

À growing robustness is also discernible in the 
wholesale. textile situation. Figures for October 
show higher sales and lower stocks. Clothing stocks 
were moving more rapidly than piece-goods and it 
is ncticeable that stocks are being liquidated rather 
more rapidly than would be the case if wholesalers 
were prepared to follow the usual interpretation 
which would be put on the current trend of stocks 
and sales. But after a period of bad trading. and high 
stocks a degree of caution is to be expected in 
placing new orders. 


OF CHARTERED 


ACCOUNTANTS IN ENGLAND AND WALES 
SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Couricil, held 
on Wednesday, December 3rd, 1952, at the Hall of the 
Insticute, Moorgate Place, London, EC2, there were 
present: 

· Mr T. B. Robson, M.B.E., President, in the chair; Mr J. 
Blakey, Vice-President; Messrs H. Garton Ash, 0.B.E., M.C., 
W. L. Barrows, Sir Harold Barton, Mr T. Hamilton Baynes, 
Sir B. H. Binder, Messrs C. W. Boyce, све, У. G. 
Campbel, P. F. Carpenter, W. S. Carrington, S. W. 
Cornwell, E. C. Corton, A. S. H. Dicker, M.B.E, G. К. 
Freeman, P. F. Granger, D. V. House, H. Crewdson 
Номага, Sir Harold Howitt, G.B.E., р.5.0., M.C., Sir Russell 
Kettle, Messrs W. H. Lawson, c.B.z., W. R. MacGregor, 
J. S. Mackenzie, K. A. E. Moore, P. Morgan-Jones, C. U. 
Peat, M.C., P. M. Rees, M.C., L. W. Robson, G. F. Saunders, 
Gilbert D. Shepherd, M.B.E., C. M. Strachan, o.3.z., E. D. 
Taylor, С. L. C. Touche, E. Gordon Turner, M.C., A. D. 
Walker, T. Walton, Sir Nicholas Waterhouse, X.B.E., 
Messrs Н. B. T. Wilde, R. Р, Winter, M.C., T.D., with the 
Secretary and Assistant Secretaries. 


Exemption from the Preliminary Examination 


One application under bye-law 79 for exemption from 
the Preliminary examination was acceded to. 

One application under bye-law 63 (a) for exemption 
from the Preliminary examination was acceded to. 


Exemption from the Intermediate Examination 
One application under bye-law 63 (d) for exemption 
from the Intermediate examination was not acceded to. 
One application under bye-law 85 (b) for exemption 
from the Intermediate examination was not acceded to. 
Reduction in Period of Service under Articles 
One application. under bye-law 61 for a reduction in 
the period of service under articles was acceded to. 
Final Examination 
One application under bye-law 63 (e) for permission 
to sit an earlier Final examination was acceded to. 
Change of Name 


The Council decided that the following change of 
name be made in the Institute records: 


AUBREY Maurice FISH, A.C.A., to AUBREY MAURICE 
, FISHER. 


Articled Clerks in Industrial Organizations 


Four applications under bye-law 58 (c) from articled 
clerks to serve a part of their articles in an industrial 
organization were acceded to. 


Registrar of Companies 
ACKNOWLEDGMENTS OF DOCUMENTS 


The Council authorized the publication of the following 
statement: 

The attention of the Council has been drawn to the 
normal practice of the Registrar of Companies whereby 
only tke number of the company is shown when issuing an 
acknowledgment of a document sent for registration. ‘The 
Council understands that if some short reference, such as 
the initial letters of the words forming the name of the 
company, is included at the foot of a document and close 
to the names of the persons sending the document for 
registration, the Registrar will quote that reference on his 
acknowledgment. 


International Congress 


Sir Harold Howitt reported that as President of the 
Sixth International Congress on Accounting he had 
received from the American Institute of Accountants 
a resolution of its Council congratulating the sponsoring 
bodies upon the outstanding success of the Congress 
and expressing appreciation of the hospitality extended 
to delegates from the United States of America. 


Institut der Wirtschaftsprüfer 
'The Council received the report of Mr E. Bartholomew, 
A.C.A., on his attendance at the annual meeting of the 
Institut der Wirtschaftsprüfer in Hamburg on Sep- 
tember 24th and 25th, 1952. A unanimous vote of 
thanks was passed to Mr Bartholomew for attending 
this meezing on behalf of the Institute. . 


Registration of Articles 
The Secretary reported that one hundred and sixty- 
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‘three articles of clerkship were registered ‘during the 
month of November 1952 as compared with one 
hundred and ninety-four in the previous November. 


k ' Resignations 


The Secretary reported the resignations of: 


Mr John Leigh Charlton Briscoe, D.F.C., B.A, A.C.A., 
Lakenheath. 

Herbert Eckersley Franks, A.C.A., Whitehaven, 

Norwood Nicholson, A.c.a., Rotherham. 

William Rheece Kershaw Palk, A.c.4., Birmingham. 

Geoffrey Parke Pittar, м.А., LL.B., A.C.A., Poole. 

Walter Whittaker, A.C.A., Accrington. 

Harry Williamson, О.В.Е., A.C.A., Penrith. 
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Mr Harold Tansley Witt, r.C.4., Mayfield, Sussex. 
» Hugh James Winder, a.c.a., Kingston-on- Thames. 


Deaths of Members 


The Council received with regret the Secretary’s 
report of the deaths of the following members: 
Mr Joseph Ames, A.C.A., London. 
Cecil Holmes Brand, r.c.4., London. 
John Stanton Edge, a.c.a., Bolton. 
John Richard Hanson, O.B.E., A.C.A., Esher. 
Walter Howe, A.C.A., Bradford. 
Francis Henry Mackintosh, a.c.a., Birmingham. 
James William Pybus, A.C.A., Tonbridge. 
» Gerald Weil, F.c.a., Haifa, Israel. 


FINDING AND DECISION OF THE DISCIPLINARY COMMITTEE 


F inding and Decision of the Disciplinary Committee of the Council of the Institute appointed pursuant to 


THe following formal complaint was preferred by 
the Investigation Committee of the Council of the 
Institute to the Disciplinary Committee of the 
Council: 
. That Reginald Frank, A.C.A., has been guilty of acts 
or defaults discreditable to a member of the Institute 
within the meaning of Clause 21, sub-clause (3) of 
the Royal Charter, in that he 
(a) between March 1952 and June 1952 failed to 
T return to a company, of which he was the 
auditor, their books and accounts despite 
repeated requests so to do; 
(5) failed to reply to four letters from the Secretary 
.of the Institute, all relating to such failure to 


bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at a 
hearing held on October 1st, 1952, and an adjourned hearing held on November 5th, 1952. 


return books and accounts; 

(c) failed to reply to four letters from the Secretary 
of the Institute, all relating to failure of his 
articled clerk to maintain membership of a 
students’ society during his service under 

ў articles; 
so as to render himself liable to exclusion or suspen- 
sion from membership of the Institute. 

The Committee found that the formal complaint 
against Reginald Frank, a.c.a., had been proved and 
the Committee ordered that Reginald Frank, of 
National Provincial Chambers, 48 High Street, 
Doncaster, be suspended for a period of six calendar 
months from membership of the Institute. 


DINNER IN EXETER 


Exeter and District Branch of the Bristol and West of England 
Society of Chartered Accountants 


The fourth annual dinner of the Exeter and District 
Branch of the Bristol and West of England Society of 
, Chartered Accountants was held at the Imperial Hotel, 

7 Exeter, on Friday, December sth, 1952. Mr J. S. 
Phillips, F.c.a., chairman of the Branch, presided, and 
with Mr C. W. Boyce, C.B.E., Е.С.А., Immediate Past 
President of The Institute of Chartered Accountants 
in England and Wales, received the eighty-four 
members and guests who attended. 

"Among the guests were His Honour Judge H. M. 
Pratt; Alderman A. E. Brock, Deputy Mayor of 
Exeter; Councillor A. H. Roberts, Sheriff of Exeter; 
Mr S. W. Cornwell, r.c.4., Sheriff of Bristol and a 
member of the Council of the Institute; and 


Messrs K. E. C. Budge (President, Incorporated Account- 
ants’ District Society of Devon and Cornwall); R. A. 
Chermside, A.C.A. (Hon. Secretary, Bristol and West of 
England Society of Chartered Accountants); H. R. Clark, 

~ A.C.A. (President, Bristol and West of England. Society of 
Chartered Accountants); Derek du Pré (Editor, ‘The Account- 
ant’); W. V. Eggletor, F.c.a. (Chairman, Gloucester Group 
of the Society). 

"Messrs W. A. K. Frost (Hon. Secretary, Exeter and 
District Local Centre, Institute of Bankers); E. Bruce Hoare 
(Vice-President; Exeter ard District Local Centre, Institute 
of Bankers); A. D. Lake (H.M. Inspector of Taxes, Exeter 


Ist District); F. C. Lansdell (President, Devon and Exeter 
Incorporated Law Society); C. H. S. Loveday, A.C.A. 
(an Assistant Secretary of the Institute); D. Lyon-Smith 
(Hon. Secretary, Devon and Exeter Incorporated Law 
Society). .: 

Messrs P. D. Pascho (Hon. Secretary, Incorporated 
Accountants’ District Society of Devon and Cornwall); 


* C. Radley (Deputy President, Insurance Institute of Exeter); 


Group-Captain E. J. Smart (H.M: Principal Inspector of 
Taxes, South West Area); Mr G. E. Tomlinson (Hon. 
Secretary, Western Counties Branch, Chartered Auctioneers’ 
and Estate Agents’ Institute). 

Proposing the toast of ‘The City and the County of 
the City of Exeter’, Mr H. R. Clark, a.c.a., President 
of the Bristol and West of England Society of Chartered 
Accountants, said that he could not claim any ties with 
the City of Exeter — to him it meant merely the ‘gate- 
way of the South-west’. He had, however, learned 
that the city was founded some гооо years ago — 
which made Exeter considerably older than Bristol. 
‘This fact’, added Mr Clark, ‘should be remembered 
by the representatives of your Branch on the Bristol 
Committee, and they should cast aside all humility 
when attending meetings.’ (Laughter.) 

In his reply, Alderman Brock said: 

‘I have a very great respect for your profession, though I 
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must say that there is only one profession I am more afraid 
of than yours ~ that of the bankers.’ (Laughter.) 


Importance of the Institute 


The toast of “The Institute of Chartered Accountants 
in England and Wales’ was proposed by Judge Pratt 
who said of the Institute: 

‘Speaking as a lawyer, there is a lack of honesty which is 
rather widespread in these times. A body such as your 
Institute has many important functions — such as looking 
after the interests of its members, and seeing that its young 
members are properly trained to exercise the craft and slall 
which they ought to exercise. 

*Above all that, your Institute does seem to me to stand 
for something of very great importance these days — that 
is, of making sure that the members of your profession 
and the young people who are coming into the profession, 
do their work not merely with the skill that one would 
expect of them as chartered accountants, but with that very 
high sense of public responsibility and professional honour 
which is so much treasured in these days.’ 

Judge Pratt concluded: 

‘The Institute in itself is not one of those magical things 
that exists irrespective of anyone else. It can only hold its 
own through people who give their valuable time, some of 
it unpaid, and the skill of their labours, at great sacrifice 
to themselves, both in the office and outside, to see that 
this work is carried on.’ (Applause.) 


Accountants and Productivity 


In the course of his response to the toast, Mr Boyce 
spoke of the part that the accountant can play in 
improving productivity. 

‘With the complexities of modern business life, the subject 
of the improvement in productivity is much to the fore. 
To enable this old country of ours to get firmly on its feet 
again, all means whereby greater production can be 
achieved must be explored. 

‘In this sphere the accountant, in co-operation with 
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technical experts, can do much to assist management. As 
a professional accountant and auditor he acquires wide 
knowledge of his clients’ business and can often make 
suggestions for the improvement of the form in which 


statistical information is presented to the management, af 


thereby giving a pointer to directions in which extravag- 
ances can be eliminated and more control exercised over 
gereral administration. 

"The accountant who has taken up industrial accountancy 
as a career can perhaps make an even greater contribution 
in the service of management. His day by day contact with 
the business enables him to produce from the records 
statements which show the effectiveness or otherwise of 
policy decisions taken by the management and which act as 
a guide to future decisions. 

"This is surely one direction in which the experience and 
skill of the qualified accountant can be applied towards 
the solution of the vital problem of more and cheaper 
prcduction.' (Applause.) | 


A toast to the Branch was proposed by Mr Derek 


du Pré, who, saying that their training made chartered > 


acccuntants of great value in the world of today, con- 
gratulated the Branch on their increased activities and 
membership and on the excellent attendance at 
lectures. He also spoke of the vigorous students’ 
society, 

Тае Chairman, Mr J. S. Phillips, r.c.a., responding 
to the toast, referred to the speech made by the 
Pres:dent of the Institute in Bristol on November 21st 
(reported in The Accountant dated November 29th), 
‘in which he (Mr Robson) referred to “quack accountants” 
who advertise, which I am sure you have all read with 


interest as it is a topic which has often been discussed by = 


our branch committee and members, and it is gratifying to 
realize that the Institute is aware of a problem which affects 
charcered accountants practising in a largely agricultural 
area like ours,’ (Hear, hear.) 

Mr Phillips then extended a hearty welcome to the 
guests and thanked them for coming ‘on a foggy night 
like this’, f 


NOTTINGHAM CHARTERED 
ACCOUNTANT STUDENTS’ SOCIETY 
ANNUAL DINNER 


ton-V/hiteley (Hon. Secretary, Birmingham Chartered +. 


The annual dinner of the Nottingham Chartered 
` Accountant Students’ Society was held on Tuesday, 
December 2nd, at the Victoria Station Hotel, Notting- 
ham, with Mr C. W. Bingham, T.D., F.C.A., President 
of the Society, in the chair. 

Members and guests numbered over 100, and among 
those present were Sir Harold Howitt, G.B.E., D.S.O., 
M.C, D.L., J.P. F.C.A.3 Councillor J. W. Kenyon, 
Sheriff of Nottingham; Sir Harold Bowden, Bart., 
G.B.E., Chairman of Raleigh Industries Ltd; Mr 
Curzon Cursham, President of the Nottingham Law 
Society; Mr A. C. G. Rothera, H.M. Coroner for the 
City of Nottingham, and 
Messrs J. С. 5. Abbott (H.M. Principal Inspector of 
Taxes, Nottingham); L. R. Allen, O.B.E., D.s.0. (President, 
Nottingham Chamber of Commerce); H. Baker (Principal, 
Nottingham and District Technical College); B. D. Barton, 
B.A., A.C.A. (representing the Chartered Accountant Students’ 
Society of London); E. P. Broome (President, Nottingham 
Society of Chartered Accountants); Judge A. C. Caporn. 

Messrs J. G. Dady, A.R.1.C.S., AAI. (Hon. Secretary, 
Notts, Lincs and Derbyshire Branch, Royal. Institution of 
Chartered Surveyors’ Junior Organization); H. B. Hunting- 


Accountant Students’ Society); I. D. Livingstone, B.A.(ECON.) 
(Hon. Secretary, Sheffield and District Chartered Accountant 
Students’ Society); F. Kaye (President, Nottingham Junior 
Chamber of Commerce), W. A. Lowe (Hon. Secretary, 
Liverpool Chartered Accountant Students’ Association); 
M. J. N. Marshall (Hon. Secretary, Nottingham Law Stu- 
dents’ Society); F. G. Naylor (Solicitor); D. Richardson, 
A.L.B.; P. W. Skinner, F.S.A.A. (President, Incorporated Ac- 
countants’ District Society of Nottingham, Derby and Lincoln). 

In the absence of Mr J. B. Burnie, F.C.A., Vice- 
President of the Society, the toast of "The City of 
Nottingham’ was proposed by Mr B. W. Sutherland, 
A.C.A., a member of the Society's committee, who 
spoke of the international.value of the Nottingham 
Roosevelt Memorial Scholarship Fund, which enables 
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each year a small number of students — usually three ~ va 


to visit the U.S.A. and observe sométhing of the 
American way of life and business methods. Mr 
Sutherland visited America.in 1951 as the first 
chartered accountant student to be awarded one of the 
scholarships. 

Responding to the toast, Councillor Kenyon sajd 
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that there seemed to be an expanding need for account- 

ants in local governmert today, for only accountants 

could say whether ratepsyers reaped the maximum 
», benefit from the handlirg of public funds. 


d A Power in the Land 


The toast of ‘The Institute of Chartered Accountants 
in England and Wales’ was proposed ‘by Sir Harold 
Bowden, who said: 

‘As industry and commerce become more and more 
complicated, largely due, I think, to the machinations, rules, 
and regulations of whatever government is in power, the 
services of the accountart, and particularly the most able 
ones, become progressively indispensable — to honest men 
at least! — and I admit that not a few people have been saved 
today as a result of the azcountant's service from enforced 
leave of absence at Her Majesty's pleasure. (Laughter.) 

$I notice you have a membership of no less than 16,000, 
so that you must be quite a power in the land in the realms 


tinguished men have emerged and many more will do so. 
'Three years ago, speaking at one of these functions, I saw 
that your membership was 14,000. You have made great 
progress.' 

Sir Harold Howitt responded to the toast with a 
wealth of invaluable acvice and some amusing reminis- 
cences of his Nottingham days. He recalled his service 
under articles in the city from 1904-1909, mentioning 
that in his home stood a clock which he received when 
he gave up the secretaryship of the Nottingham 
Students’ Society in 1909. 


A Tremendous Privilege 


Sir Harold went on to say that at the risk of appearing 
‘stuffy’ he wanted to give the students a list of ‘don’ts’, 
but would make amends by illustrating the fun of the 
game. He continued: | 

‘Please remember that students — more than anyone else 
I know – have a tremendous privilege right from the word 
“во”. They come from school and straight away they are 
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allowed to go to а tremendous concern like Raleigh, ог some 
smaller house, and see all the confidential matters that 
contribute to the industry and commerce of this country. 
This is one of the things the student must never forget. 

*But let me tell you, please, that it is not just one-way 
traffic. You must think that you are the potential members 
of a great Institute, and right from the word “во” you should 
learn to live up to your traditions. They have been built up 
since 1880, у 

‘You are thinking the whole time of those blessed 
examinations and it is awfully difficult to have wider 
horizons, but for heaven’s sake think of the other things 
that matter in life; and I do beg of you not to get the 
mentality which is expressed by that phrase which grew 
up during the war, “J couldn’t care less". That kind of 
attitude does not fall in with proper thoughts of a great 
profession. ` $ 

‘Don’t become “old soldiers”; don’t go as near the 
knuckle as you can, cooking your expense account and 
arriving at work as late as you can; above all, don't spend 
your life “maintaining your rights". Anyone who does that 
all his life maintains nothing else and lives to be a failure, 

‘We live in an awful age of “civil service mentality" 
when we are all wearing our grade and our wage on our 
sleeves. But this welfare state, if it is going to succeed, can 
only succeed if people are on their toes to do their job as 
individuals.’ (Applause.) | 

Sir Harold enjoined students to realize. that one of 
the biggest developments ever was taking place in their 
time. Nearly half the Institute’s members were in the 
industrial field and, he said, ‘in your period it will be a 
bigger proportion still’. This meant they must take a 
keen interest in industry. 

Mr A. C. G. Rothera proposed the toast of ‘The 
Nottingham Chartered Accountant Students’ Society’ 
and Mr C. W. Bingham responded. 

The toast of “The Guests’ was proposed by Mr C. J. 
Anderson, M.A., a member of the Society’s committee, 
and responded to by Mr Curzon Cursham. Mr Ian D. 
Livingstone also responded, concluding the evening 
with a witty and amusing speech. 


NOTES AND NOTICES 


Personal 


Messrs PANNELL, CREWDSON & Harpy, Chartered 
Accountants, of Accra (Gold Coast) and London, 
~ announce that they are opening a-branch office at 
Glover Memorial Hall, 36 Marina, Lagos, Nigeria 
(P.O. Box No. 112), in the charge of a resident manager 
who for many years nas been with the firm in London. 
Messrs WILSON, Bice & Co, Chartered Account- 
ants, announce that they are removing their offices on 
December 15th, 1052, from 16 Coleman Street to 
80a Coleman Street, London, EC2. The telephone 
numbers remain unchanged. 

Messrs H. Fourgs Гумсн & Co LTD announce 
that they are removing their offices on December 15th, 
1952, from 16 Coleman Street to 80a Coleman Street, 
London, ЕСа. The telephone numbers remain 

__ unchanged. 


" Professional Notes " 
Mr Н. R. Cadman, r.c.a., senior partner in the firm 
of Bayfield & Bayfield, Chartered Accountants, of 


Birmingham, has joined the board of the London 
Aluminium Co Ltd. | 


Mr G. R. Appleyard, F.c.a., a partner in the firm 
of Thorne, Lancaster & Co, Chartered Accountants, 
of London, has been elected chairman of the Fourth 
City Building Society. Mr Appleyard is a Freeman of 
the City of London and is on the Court of the 
Worshipful Company of Innholders. 

Mr J. E. V. Jobson, ¥.c.w.a., M-I.MECH.E., has been 
appointed chairman of J. A. Prestwich Industries 
Ltd in succession to the late Mr J. A. Prestwich. — . 

Mr Robert Fyfe, c.a., has been appointed secretary 
of the Scottish General Insurance Co Ltd. Mr Fyfe 
was formerly chief accountant of the company for 
many years. i 

Mr H. W. T. Jeans, a.c.a., has been elected a 
director of Hobbs, Savill & Co Ltd as from January 
ISt, 1953. 

Mr Geoffrey Stevens, F.C.A., M.P., has been re- 
elected a vice-chairman of the Finance, Trade and 
Industry Committee of the Conservative Party in 
the House of Commons. Mr Stevens is also Adviser 
to the Finance and Taxation’ Committee of the 
Association of British Chambers of. Commerce, a 
position to which he was elected. last July. 





- The Coronation and the Institute 
Examinations in May 1953 . 

The Secretary of The Institute of Chartered Account- 
ants in England and Wales has asked us to warn the 
principals of all candidates who are intending to sit 
tor the Institute examinations in London in May 1953 
and, in particular, for the Final examination which 
is being held one week before the Coronation of 
Her Majesty Queen Elizabeth II, that their articled 
clerks may have some difficulty in obtaining hotel 
accommodation in London in view of the influx of 
visitors there will be for the Coronation. 

Candidates living at a distance from London 
might well consider applying to sit in Birmingham, 
Liverpool, or Manchester unless they are certain 
that they can obtain accommodation in London. -It 
would be inadvisable to apply to sit in Leeds as that 
centre seldom has any capacity above normal 
requirements. 

The Institute of 
Chartered Accountants in Ireland 
QUARTERLY MEETING OF THE COUNCIL | 
At the quarterly meeting of the Council oi the 
Institute on November 27th, in Belfast, the following 
were present: 

Mr H. E. A. Addy, President (in the chair); Messrs 
P. Butler (Vice-President), J. Bailey, F. Cleland, W. H. 
Fitzsimons, G. F. Klingner, E. T. McCarron, H. Trevor 
Montgomery, P. J. Purtill, W. L. H. Rodden, and D. McC. 
Watson, with Mr Wm. Edmiston Crawford (Secretary- 
Treasurer) and Mr Hugh Stevenson (Joint Secretary) in 
attendance. 

An apology for absence was received from Mr E. P. 
O'Carroll. 

The President welcomed Mr D. McC. Watson 
to this his first meeting since his co-option to the 
Council. | 

The following associates in practice applied for 
and were admitted to fellowship: 

Messrs Brian Arthur Courtney (Belfast); Thomas 
A. P. Duffy (Limerick); Edward Hewitt McAfee (Belfast); 
and Thomas Patrick O’Dowd (Dublin). | 

The following members applied for and were 
admitted to practice: 

Messrs Vincent Conor Joseph Crowley (Dublin); 
Geoffrey Thomas Henderson (Belfast); Norman McCollum 
(Belfast); and Patrick O’Dowd (formerly Dowd) (Dublin). 

Mr Edgar Browne, London, who passed the Final 
examination in May 1952, applied for and was 
admitted to membership as an associate not in 
practice. : 

The resignation of Mr Alan C. Lucas (Fellow, 
Loncon) from membership of the Institute was 
accepted with regret. 

It was reported and noted that following the 
meeting and dinner in Cork on November 4th, when 
the deputation appointed by the Council had met 
members of the Institute and articled clerks in 
Munster, it had been decided to form a district 
society of chartered accountants for Munster, the 
rules of which were being drafted by a provisional 
committee. 
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It was agreed that a grant of со should be made 
out of the funds of the Institute towards the initial: 
expenses of forming the society. А 

It was reported and noted that since the lasty 
meeting in August, 27 certificates of exemption from . 
the Preliminary examination of the Institute had been 
issued, making a total of 49 issued this year to date 
as compared with 68 to the same date in 1951. 

Several applications by holders of te new (1952) 
Northern Ireland Grammar School Senior Examina- 
tion Certificate for exemption from the Preliminary 
examination were deferred until the next meeting 
on December 17th-r8th, when the question generally 
of the Institute's requirement for this examination 
would be reviewed. 

On a report from the Investigation Committed it 
wes decided that a special meeting of the Council. 
should be convened, under Bye-law 107, to consider 


. the suspension or exclusion from membership' of 


members whose annual certificate fees or subscrip- 
tions for the year 1952 were still unpaid. 

Revised rules submitted by the Dublin Society of 
Chartered Accountants were approved, under which, 
amongst other changes, all Dublin members of the 
Concil of the Institute will be ex officio members of 
the committee of the Society. 

Tt was noted that the number of articles of clerk- 
ship registered this year up to November 17%, 
1952, is 49, compared with 57 to the same date last 

ea-. Б : 
А The Institute of 
Chartered Accountants of Scotland 
FORMATION OF LONDON DISCUSSION GROUP 


The London Local Committee of the Institute of 
Chartered Accountants of Scotland proposes to form 
a discussion group for members of the Institute in 
the London area who are engaged in industry, com- 
merce and the Civil Service. This step follows the 
appointment last June of an informal committee to 
make recommendations to the Committee on matters 
of special interest to those members пої in practice. 

The first meeting of the new group is to be held > 
at 5.30 p.m. on January r2th at The Institute of 
Chartered Accountants in England and Wales, 
Moorgate Place, EC2, when the subject for discus- 
sion – ‘Budgetary control'- will be introduced by 
Mr J. G. Girdwood, с.в.Е., C.A., with Mr Thomas 
Lister, M.A., C.A., in the chair. : a 

It is hoped that there will be a large and representative 
attendance at this first meeting; all members are invited to 
attenc. [f numbers are adequate it is proposed to conclude 
the evening with a cocktail party. Members able to attend 
should send their names to Mr J. Wood, c.a., Secretary to 


. the Committee, at 34 Clement’s Lane, EC4. 


London and District Society of 
Chartered Accountants > 
The first lecture in a series of three on taxation will 
be given at 6 p.m. next Tuesday, in the Oak Hall of 
the Institute, by Mr John Senter, Barrister-at-Law. 
The title of the address will be ‘Some aspects of 
the excess profits levy’. 


* 
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Institute of Internal Auditors 
LONCON CHAPTER 


The second annual conference of the London 
“Chapter of The Institute of Internal Auditors was 
held at the Kingsley Hotel, London, on Saturday, 
November 22nd, with Mr A. L. Watson, President 
of the Chapter, in the chair. Two sessions were held, 
one in the morning and one in the afternoon, and 
there was a large and representative attendance of 
members. | 
The theme of the President’s opening address was 
‘Internal auditing looks ahead’, in which he dwelt 
on the modern concept of internal auditing and the 
-scope which it offers for constructive service to 
management. This was followed by two papers, 
‘Frauds: how achieved and detected’, introduced by 


«Mr W. J. Smith, c.a., and ‘Accounting methods and- 


office efficiency’, introduced by Mr P. B. Hills, a.c.1.s. 
In the afternoon session, Mr J. R. Robinson, A.C.A., 
sponsored a paper on ‘Cese studies’. All four papers 
stimulated lively discussion, and the exchange of 
views reflected the keen interest amongst members in 
the subjects chosen. At the close of the afternoon 
session questions on specific points of procedure and 
practice received from members were submitted to 
the meeting by Mr O. A. Mackinnon, c.a., for short 
general discussion. 

* Before closing the conference, Mr Watson reported 
on the success of the autumnal lecture course on 
internal auditing for members’ assistants which was 
well attenced, and gave the thanks of the Chapter to 
members who: prepared and delivered the lectures 
for this course. ' 

The Nottingham 

Society of Chartered Accountants 

A pleasant social evening and dance was held by the 

Nottingham Society of Chartered Accountants. at 

the Victoria Station Hotel, Nottingham, on Friday, 

December sth, and was attended by Mr T. B. 

Robson, M.B.E., M.A., F.C.A., President of the Insti- 


tute, and Mrs Robson. The evening provided an. 


"excellent opportunity for Mr and Mrs Robson to 
meet members of the Society, and among those 
present were: Mr E. P. Broome, r.c.A. (President of 
the Society) and Mrs -Broome; Mr H. J. Clarke, 
F.C.A. (Hon. Secretary of the Society), and Mrs 


Clarke; Mr P. Doughty, F.c.a. (Chairman of the 


Derby Branch of the Society; Mr P. F. Granger, 
F.C.A. (a member of the Council of the Institute), and 
Mrs Granger; Mr J. S. F. Hill, a.c.a. (Vice-President 
of the Society), and Mrs Hill; and Mr А. S. MacIver, 
M.C., B.A. (Secretary of the Institute), and Mrs 
MacIver. : 
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South Eastern 
Society of Chartered Accountants 


SOUTHAMPTON AND DISTRICT MEMBERS Group 


The Southampton and District Local Members’ 
Group of the South Eastern Society of Chartered 
Accountants recently held a film show to which were 
invited members of the Society of Incorporated 
Accountants and Auditors, Association of Certified 
and Corporate Accountants, Institute of Bankers, 
Chartered Institute of Secretaries, and Insurance 
Institute. The films dealt with the battle between 
wages and prices, modern presentation of accounts, 
and the production of steel. 

At the annual general meeting of the Group which 
followed, Messrs John H. Mitchener, F.c.a. (South- 
ampton) and K. P. Bennett, a.c.a. (Southampton), 
were re-elected Chairman and Hon. Secretary 
respectively, and Mr Henry Sandford, A.c.A. (Alton), 
was elected Vice-Chairman. 


Industrial Assurance 
A statistical summary of the industrial assurance 
business carried on in Great Britain during the 
period 1941-51 has been compiled by the Industrial 
Assurance Commissioner from the returns of com- 
panies and friendly societies (collecting societies).! 

The summary is divided into three sections; the 
first gives the total figures of transactions and funds 
for the years 1941-51, the second details figures of 
insurances taken up and discontinued during the 
period, and the third is a combined statement of the 
other sections. 

At the end of 1951 the total funds of the four- 
teen industrial assurance companies amounted to 
£724,854,000, an increase of [21,854,000 on the 
1950 figure, and during the year 4,691,000 new 
assurances were taken out – the sums assured total- 
ling £202,364,000. At the end of 1951 there were 
74,891,000 paying assurances and 15,047,000 free 
assurances in force, with premiums and interest 
exceeding £138 million. 


Dr Mary Murphy to Lecture in Australia 
Dr Mary E. Murphy, PH.D., C.P.A., the well-known 
author on accountancy subjects, of Los Angeles, 
California, has been awarded a Fulbright Grant to 
lecture in accountancy at the University of Queens- 
land, Brisbane, during 1953-54. Dr Murphy visited 
London in June to attend the Sixth International 
Congress on Accounting, and contributed to the dis- 
cussion at the session on "The Accountant in Practice 
and Public Service'. A photograph of Dr Murphy 
appears on page 677 of our issue of Tune 28th, 1952. 


1 H.M.S.O. 6d net. 
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The Chartered Accountant Students’ Society of 
London у 
j Косвү FOOTBALL : 
The Chartered Accountant Students’ Society played 
a very evenly contested rugby match with the Law 
Society at the Richmond Athletic Ground on 
November 12th. 

Both sides in turn took the lead and at half time 
the score was 8 points all, Day having converted his . 
own try and kicking a penalty goal for the Students' 
Society. In the second half the game developed into 
a forwards' battle and eventually Fox scored for the 
Law Society and Burrows for the Students' Society, 
both tries being converted. The Law Society went 
ahead in the last few minutes of the game with another 
try and won an exciting match by 16 points to 13. 


SQUASH RACQUETS 
For their inaugural squash racquets match recently, 
the Students’ Society was entertained by: Coolhurst 
Squash Racquets Club whose ‘A’ team they beat 3-2. 

The scores were as follows (Society first): 

P. W. Phillips lost to Pardoe 9-6, 5-9, 9-6, 6-9, 6-9; 
Stoughton-Harris beat Hucks 7—9, 9-4, 9-5, 9-3; Barrows 
lost to Ching 9-1, 4-9, 8-10, 9-6, 8-ro; Pickard beat 
Cruttenden 10-9, 9-7, 9-4; Burling beat Fenny 9-2, 9-2, 
9-5. i 


Journal of the Royal Society of Arts 


CENTENARY ÍSSUE 

The centenary issue of the Journal of the Royal 
Scciety of Arts was published on November 28th. 
Earlier even than one hundred years аро – as ‘far 
back as from 1764 to 1766 ~ the proceedings of the 
Society were published in a monthly journal called 
the Museum Rusticum et Commerciale, although it 
was unconnected with the Society. . ; 

Later the Society's own Transactions appeared in 
annual volumes from 1783 to 1844. From then was 
issued a publication called The Abstract of Proceed- 
ings, later entitled Weekly Proceedings, which con- 
tinued until the appearance of the Journal. . 

'Ihe centenary issue both contains, and is the | 
subject of, the inaugural address of the rggth session 
of the Society, delivered on November sth, 1952, 
by Mr Munro Runtz, F.&.LC.&, chairman of the 
Council. There is also a most interesting sixteen-page 
seczion in which are reproduced extracts and illustra- 
tions from some of the hundred volumes. 


A Reformed Calendar 


The Rt. Hon. Lord Merthyr, T.D., chairman of the 
British Committee, World Calendar Association, will 
‘give a paper entitled ‘A reformed calendar’ at a 
meeting of the Royal Society of Arts, on December 
17th, at 2.30 p.m. Applications for tickets of admis-x. 
sion should be addressed to the Secretary of the 
Socisty, John Adam Street, Adelphi, London, WCa. 


Recent Publications 


Income ТАХ, SuR-TAX AND Prorirs Тах, second supple- 
ment to thirteenth edition, by E. Miles Taylor, F.C.A., 
F.S.A.A. 8 pp. 84 X 54, paper cover. 15 3d net. Textbooks 
Ld, London. 

PROFESSIONAL РЕОРЉЕ, by Roy Lewis and Angus Maude. 
vii+284 pp. 84x54. 18s net. Phoenix House Ltd, 
London. 

Brown’s BooK-KEEPING AND ACCOUNTS or LocaL AND | 
PusLtC AUTHORITIES, Third Edition, by Henry Brown, 
О.В.Е., F.S.A.A., F.I.M.T.A. У +678 pp. 10Х 75. 555 net. 
Bu:terworth & Co (Publishers) Ltd, London. 

Hanson’s Desaru Durus, Ninth Edition, Fifth Cumulative 
Supplement (to September 13th, 1952), by Jacksom,. 
Welfe, LL.D., Barrister-at-Law, and Henry E. Smith, 
LL.B. xvi+175 pp. 91 X6. 20s net (book and supplement 
£4 net). Sweet & Maxwell Ltd, London. 

Current Law Income 'T'Ax: Acrs Service (CrrTAS). Loose 
lezf. 10x74. General Editor, John Burke, Barrister-at- 


The Chartered Accountants’ Students’ 
Society of Kingston upon Hull 
Members of the Chartered Accountants’ Students’ 
Society of Kingston upon Hull were invited to 
afternoon tea at the White House Hotel, Jameson 
Street, Hull, by the senior society on November 
28th, to meet Mr T. B. Robson, M.B.E., M.A., F.C.A., 
President of the Institute, who spoke to them on the 
subject of service under articles. The President of 
the Students’ Society, Mr W. H. Hall, a.c.a., was in 

the chair. 

Mr Robson, who was accompanied by Mr A. 5. 
Maclver, M.C., B.A., Secretary of the Institute, was 
in Hull on the occasion of the silver jubilee dinner 
of the Hull, East Yorkshire and Lincolnshire Society 
of Chartered Accountants. 


Women Chartered Accountants’ Dining Society 
In our report of the speeches at the annual open 








dinner of the Women Chartered Accountants’ Dining 
Society, in our issue of December 6th, we quoted 
Mr Ernest Long, F.S.A.A., F.IL.M.T.A., F.C.LS., Secre- 
tary of the British Electricity Authority, as saying, 


‘At the moment we have six accountants’. In the. 


electricity supply industry as a whole, there are 
nearly 500 qualified accountants. We regret the 
mistake in reporting. 


Law. Complete Service (Income Tax, Sur-tax, Profits. 
Tex, Excess Profits Levy) to end of 1952. £9 9s. Prafits 
Tex and Excess Profits Levy available to Clitas sub- 
scribers at £2 12s 6d (not sold separately). Sweet & 
Maxwell Ltd, and Stevens & Sons Ltd, London; ! 
W. Green & Son, Edinburgh. 

Cosr ACCOUNTANCY IN AGRICULTURE, by L. W. Bolton, 
A.C.W.A., A.C.I.S. 88 pp. 81 x 54. 17s ба net, post free 185. ' 
Gee & Co (Publishers) Ltd, London. i 
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GAY'S THE WORD 


HERE is a popular belief among writers and cartoonists 

with a passion for portraying types that accountants are 

remote, inhuman creatures. “Their hearts don’t beat’, as 
one recent critic of the profession put it, ‘they clink like cash 
registers’. Now, while it is flattering, at first sight, to a man of 
figures to be likened to a machine — although comparison with 
one of these electronic affairs which does the work of twenty 
ordinary mortals would certainly have been more pleasing — 
there is, on the whole, something unsatisfactory about being 
regarded as an automaton and not as a member of the human 
race, such as it is. 

But for one thing, it is enough to make the accountant, standing 
on the fringe, as it were, of so much warmth and sweetness and 
light feel both rebellious – like Shylock ostracized on the Rialto 
by all the best people (‘If you tickle us, do we not laugh?") – and 
wistful, like the lame little boy in Browning's poem who, 
because he could not walk fast enough, was shut out from the 
joyous land to which the Pied Piper led the other children of 
Hamelin. | 

This one thing, of course, is that the accountant is not given to 
overmuch moody self-introspection. He does not realize that he is 
popularly supposed to be outside the charmed circle of wits and 
worthies with whom he consorts. So preoccupied is he with 
ensuring that other people obtain a true and fair view of their 
affairs, that he has really no time for philosophical speculation on 
his own account. If he did have, however, and if he brought to 


_the investigation the same detachment as that which distinguishes 


his professional work, it is unlikely that he would see himself as 
any different from his fellow men — as, indeed, he is not. 

The accountant, by reason of the unique position of trust which 
he holds in the business world and because of his obligations to 
client and community alike, must appear at times a little withdrawn 
from the throng; but it will be a sorry day both for him and them 
when he becomes so 'sicklied o'er with the pale cast of thought’ 
as to cease to be human. 

‘Remember to be gay’, said Lord Balfour of Inchrye a little 
while ago to a gathering of accountancy students, and what better 
time of the year is there for putting into practice this carefree 
precept than the present? To the whole profession, from the 
learned presidents down to the youngest clerk striving to make his 
postage book reflect something like a plausibly true and fair view 
of his master's stock of stamps, we extend our sincere wishes for a 
very gay Christmas and the gayest of New Years. 
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NEW MANAGEMENT QUALIFICATION 


yesterday of the scheme to establish the 

fellowship grade of the Institute of Cost and 
Works Accountants as a degree which will 
signify that the holder is competent to occupy a 
senior accountancy position in industry by reason 
of his background, training and experience.! The 
qualification is open to associates of the Institute 
of Cost and Works Accountants and to members of 
the three chartered bodies of accountants in this 
country, the Society, the Association and the 
Institute of Municipal Treasurers. and Account- 
ants as well as to members of certain oversea 
professional bodies. Candidates for the qualifying 
examination, which is described as a compre- 
hensive one, must be at least 25 years of age with 
not less than three years’ practical experience of 
cost accountancy. Successful candidates, before 
they are eligible to receive the Institute fellow- 
ship, must be at least 26 years of age and be 
engaged, at the time of application, in a respon- 
sible position in management accountancy or be 
a practising consultant, with not less than five 
years’ experience in either ‘capacity. These 
conditions, it is stated, represent the minimum 
requirements of age and experience. 

The examination consists of eight papers — 
three on advanced cost accounting and one each 
on works organization, statistics, company law, 
management accounting and industrial economics. 
The subject of management accountancy will 
include questions on the sources and investment 
of capital, control of current assets, internal audit, 
marginal and budgetary control for top manage- 
ment, forecasting and the preparation and 
presentation of reports. Associates of the Institute 
of Cost and Works Accountants will be required 
tc sit only the company law and management 
accounting papers as the others are already 
covered by the examination syllabus for associate 
membership. Members of the other accounting 
bodies will be examined in the full range of the 
works organization and cost and management 
accounting subjects, and also in economics and 
statistics where these have not already been 
covered by their own professional qualification. 


E particulars were published 





1 Fellowship in Management Accountancy. The Institute of 
Cost and Works Accountants. 


Details of the extent of subject exemption аге.» 
available on application to the Institute. The first 
examination will be held in December 1953, 
and thereafter in June only of each subsequent 
year. 

Although it should be comparatively simple for 
younger associates of the Institute of Cost and 
Works Accountants, with minds still flexible and 
attuned to examination routine, to pass the two 
additional papers necessary to qualify them for || 
one of the conditions of fellowship, the difficulty 
for most of them doubtless will be to satisfy the... 
exacting requirements of the board of reviewers 
on the score of having held an adequate managerial 
appointment for the requisite period of five years. 

It is considered that it will be exceptional for 
anvone under 30 to obtain a fellowship and that 
the qualifying age in most cases is likely to be 
hizher. For older associates who wish to take the 
additional qualification and who are already 
established in responsible positions, this last. 
condition should present less difficulty. The rub 
for them will be the possibly irksome return to 
academic study. 

'The case of the aspirant to fellowship from 
any of the other accountancy bodies must also 
be considered briefly. After spending a minimum 
of five fairly arduous years in acquiring his 
original accounting qualification, he will then 
have to secure such a post as will enable him to 
obtain three years' practical experience in cost 
accountancy. Thereafter he will have to sit the 
fellowship examination almost in its entirety. e 
Even assuming that his post in industry from the 
start is acceptable as 'a responsible position in 
management accountancy' to the board of 
reviewers, he will still have to wait two more 
years before eventually obtaining his fellowship. 
A glance through the directories of the English 
anc Scottish chartered accountants alone confirms | 
that a great many members have distinguished | 
themselves and their profession in management , 
accounting without augmenting their original \ 
quzlification. It may well be, therefore, that the  ' 
impact which the fellowship scherhe makes on d 
the industrial community will, to a large exterit, 
depend on the support given to it by these 
accountants and by their younger colleagues. 
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THE FINANCE ACT, 1952 -XXIV 
EXCESS PROFITS LEVY (CONTINUED) 


Section 40: Borrowed Money 
F the company in Example 15 had chosen a 
net capital or net assets standard, the amount 
to be added to the full year's standard for 
borrowed money would be 4 per cent of £12,600, 
or £504. Ifa pure profits standard had been chosen 
as in Example 13, it would be necessary to com- 


. pute the average borrowed money in the standard 


" would be as follows: 


A 


w 


years. If this were, say, £7,600 the adjustment 








: £ 
' Chargeable accounting period .. - 12,600 
Standard years zs 7,600 
Increase in average borrowed money . 5,000 
Add То standard 4 percent .. £200 


For the chargeakle accounting period of only 
ten montis in Example 15, the adjusted standard 
for a full year would of course be apportioned, 
ten-twelf-hs only of a full year's standard being 
taken. (Section 36 (3) proviso.) 

There is no specific requirement that the money 
borrowec should in fact be used in the company's 
business. A company subject to 30 per cent 
excess profits levy would actually gain by 
borrowing money, even if it did not use the 
money in any way, provided the rate of interest 
did not exceed 6 per cent. The combined rate of 
excess profits levy, profits tax and income-tax is 
до per cent (30 per cent, 23 per cent, 474 per 
cent) which represents 4:8 of the 6 per cent. In 


7 addition the excess profits levy will be reduced by 


30 per cent of 4 per cent, another 1:2 per cent, 
making 6 per cent :n all, so that the whole of the 
6 per cent interest paid is indirectly recovered 
in the fcrm of decreased aggregate tax liability. 
However, the anti-avoidance provisions - (which 
will be ciscussed later) might be applied to any 
borrowing made in order to reduce tax liability. 


. Moreover, the interest could only be deducted in 


w 
A 


arriving at profit for excess profits levy purposes 
if it was reasonable and necessary, having regard 
to the requirements of the business. (Ninth 
Schedule, paragraph 8.) This schedule, which 
contains the rules for the computation of profit 
for excess profits levy purposes, will be discussed 
later. 


Section 39: Standard Profits where Business 
Commenced after January Ist, 1947 – Normal 
Standard 
Section 38 applies only where the business was 
begun before January 2nd, 1947. Where it was 
begun after January tst, 1947, Section 39 provides 
other standards. The normal Section 39 standard 
is contained in subsection (3) and is a percentage 
of the cash received before the end of the charge- 
able accounting period in respect of the issue of 
share capital, as reduced by any repayments. The 
percentage is 12 per cent, increased to a maximum 


. of 14 per cent where the directors have a control- 


ling interest in the chargeable accounting period, 
as already explained (Section 39 (8) which is in 
similar terms to Section 38 (7)). It is symptomatic 
of the standard of drafting of the Act that 
Section 39 (8) speaks of ‘references’, in the plural, 
to 12 per cent whereas in fact there is only one 
such reference in the section. ; 

The extended meaning of ‘cash’ in this 
connexion was explained in our issue of Decem- 
ber 6th last. | | 

Where cash is thus received ог paid during the 
chargeable accounting period itself, it is to be 
apportioned by reference to the part of the 
chargeable accounting period following the 
transaction (Section 39 (3), proviso (a)). Basically, 
therefore, the standard corresponds to the 
adjustment for increased capital under Section 
38 (2). Under Section 39 (3), proviso (b), the 
undistributed profits from the commencement of 
the business to a date twelve months before the 
end of the chargeable accounting period are to be 
added to the cash paid-up capital as adjusted 
under proviso (a). Over-distributions for the 
same period are to be deducted. This of course 
corresponds with Section 38 (3), the ‘relevant 
date’ being in effect the date the business com- 
menced. 

Under Section 40 the standard will be further 


, increased by 4 per cent of the average borrowed 


money during the chargeable accounting period. 
Section 40 has been discussed above and last 
week. 

Section 39 provides for certain optional 
alternatives to the above standard and these will 
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now be dealt with. The right to elect arises anew 
for each chargeable accounting period. 


Section 39 (4): Half of First Two Years’ Profit 


The alternative standard under Section 39 (4) is 
available only to a company whose business 
began after January 1st, 1947, but before January 
ist, 1948 (Section 39 (2) (а)), i.e. during the first 
year of the standard period. It consists of half the 
profit for the first two years’ operations, which 
accordingly become the standard years. The 
adjustments under Section 38 (2), in respect of 
capital subscribed or repaid in cash, and under 
Section 38 (3) in respect of undistributed profit 
and over-distributions, which have already been 
discussed in articles XXII and XXIII, apply 
mutatis mutandis. The ‘relevant date’ is the date 
six months after the business commenced 
(Section 39 (7)). The precise’ computation of 
undistributed profit and over-distributions will 
be dealt with later. 


Section 39 (5): One Year’s Average of 1948 and 
1949 Profits 

The Section 39 (5) alternative is available to any 
company whose business began after January rst, 
1947, but before January 1st, 1949 (Section 39 (2) 
(a) (b)). The aggregate profit for the two years 
1948 and 1949 is computed and a one year’s 
average taken. Where the business was begun 
before January 2nd, 1948, this average will be 
hal? the aggregate; where the business was begun 
later the fraction will be higher, e.g. for a business 
begun on October 18, 1948, there will be fifteen 
months’ profit in the standard years so the 
fraction to arrive at one year’s profit will be 
12/15ths, or 4/sths. 

As before, the adjustments for cash capital 
issues and for distributions of profit, under 
Section 38 (2) (3), apply. However, where the 
business began during 1948 the standard years 
will be deemed for Section 38 (2) purposes to 
have begun on the date the business began and 
to have been shortened in length accordingly, 
while the 'relevant date' for purposes of the 
distributions adjustment will be July 1st, 1948, 
or the date the business began if that is later 
(Section 39 (7) (6). 

It will be seen that a company which began 
business during 1947, but after January 1st, may 
claim either the Section 39 (4) or the Section 
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39 (5) standard as alternatives to a percentage of 
сазна! standard under Section 39 (3) (Section 


39 (2) (а)). 


Example 16 
Business begun July 15, 1948. 


Profit year ended June 30th, 1949 
Profit year ended June 3oth, 1950 


P-ofit in calendar years 1948 and 1949: 
16,000 


£10,000 + 5———- 


10,000 
16,000 
18,000 
One year's average: 5 х £18,000 12,000 


This £12,000 is the Section 39 (5)-standard, subject to 


adjustments for issued capital, distributions, and borrow ed - 


money. . 


Section 39 (6): Japanese Occupied Territory 
Section 39 (6) provides an additional optional 
standard in favour of companies within a restric- 
ted class. It applies only where: 

(2) ће main part of the company’s business was 
on January Ist, 1952, carried on in territory 
which at some time during the years 1942 
to 1945 was under Japanese occupation; and 

(5) the business was begun at some time during 
the period from January 2nd, .1947, to 
December 31st, 1949; and 

(c) the company elects to have Section 39 (6) 
applied. 

All three factors must be present. 

Section 39 (6) simply applies Section 39 (5), 
which has already been dealt with above, except 
that the years 1949 and 1950 are substituted for 
the years 1948 and 1949. Section 39 (7) (с) 
subs:itutes July rst, 1949, for July ist, 1948, as 
the basic 'relevant date' for the purposes of the 
distributions adjustment. If the business began 
afte- July 1st, 1949, the later date is the relevant " 
date. 


Section 38 (4) (c): Percentage of Net Assets 
In cur issue of December 6th we dealt with the 
computation under the Eighth Schedule of the 
total net assets of a company at the end of 1946 
or 1951 for the purpose of computing a standard 
under Section 38 (4) (c) on a percentage of net 
assets basis. Ás stated, paragraphs 6 to 9 of the 
schecule deal with the company's liabilities which 
are deductible from the value of its assets. Next 
week we shall deal with these paragraphs in 
detail together with paragraph 10. 


(To be continued.) 
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ANNUAL RETURNS UNDER THE 
COMPANIES ACT, 1948 


by REGINALD MARTIN, F.C.I.S. 


“The annual return is a most important document. 
Isuppose there are more defaults yearly in sending 
in of the annual return than in respect of any other 
section: of the. Act.’ 


HIS comment was made by the late ` 
Dr Leslie Burgin, LL.D., M.P., as Parlia- 


mentary Secretary to-the Board of Trade 

in 1935, and he went on to say: 
“Try, in every company with which you аге 
concerned, to remember to send in the annual 
* return; you will facilitate the working of a State 
department if the filing of the annual return follows 
as night follows day the holding of the (annual 

` general) meeting in every year.’ 
It certainly is in the interests of company officials 
to file annual returns at the appropriate times and 
in the proper manner, whether the motive be to 
assist smooth running at the Companies' Registra- 
tion Office or merely to avoid the pains and 

penalties prescribed for defaulters. 

With this in mind, and prompted by inquiries 
from those who have experienced difficulties or 
fear pitfalls in the procedure, this article has 
been written. References to 'the Act', 'sections' 
and ‘schedules’ ail relate to the Companies Act, 
1948, unless otherwise stated. 


Relative Sections and Schedules of the Act 


To facilitate reference the relative sections and 
schedules are: 


Section 124. Annual return to be made by a 
company having a share capital. 

Section 125. Annual return to be made by a 
company not having a share capital. 

Section 126. Time for completion of annual return. 

Section 127. Dacuments to be annexed to annual 
return. 

* Section 128. Certificates to be sent by private 

company with annual return. 

Section 129. Exemption of certain private com- 
panies from requirements of Section 127. 
-Section 107, subsection (2). Stipulates that the 

inclusion in the annual return of a statement 
as to the address of its registered office shall not 
be taken to satisfy the requirements to file notice 
of the situation and changes. 
. Section 416. Special provisions as to delivery of 
documents. by companies incorporated in Chan- 
* nel Islands or Isle of Man. 
Section 432. Privileges of bankers making annual 
returns. 


Section 455. Interprets what is meant by an 
*annual return' in the Act. 

Sixth Schedule, Part I. Describes the contents of 
the annual return of a company having a share 
capital. 

Sixth Schedule, Part II. Gives the form of asit 
return to be filed by a company having a share 
capital. 

The Companies (Forms) Order, 1949. (Statutory 
Instruments 1949, No. 382) shows the form 
(No. 7) of annual return to be filed by a com- 
pany not having a share capital. 

On the assumption that the reader is generally 
familiar with the sections quoted, it is proposed 
to consider the form of the return generally; 
when it has to be made up and submitted; 
points which arise on detail in the return; and 
the application of these points in particular cases 
which have been known to give trouble. 


Form of the Annual Return 
The form must follow Part II of the Sixth 


‘Schedule and official references are Form 6a for 


a company having a share capital and Form 7 for 
a company not having a share capital. The 
elasticity allowed by the closing words of Sec- 
tion 124 (1) has led to differences in the layout of 
printed forms supplied by legal stationers, and 
in forms supplied for machine preparation or for 
particular record-keeping systems. It is as well 
to become familiar with one form and keep to it. 

In heading the return it should be seen that 
the company number is given correctly, and it 
should be borne in mind that unauthorized 
abbreviations in title are not acceptable (e.g. 
‘Co’ for ‘Company’, ‘Bros’ for ‘Brothers’, ‘&’ 
for fand"). The correct title of the company is 
precisely that appearing on the certificate of 
incorporation or in the Registrar’s certificate 
(under Section 18 of the Act) given on a change of 
name. 

A company which has changed its title is not 
required to state: 

‘Formerly ............ ses. . . Limited.’ 

Once a return has been placed on the file at 
the Registry it will not be taken off for amend- 
ment. If the Registrar finds an obvious error 
before the return is placed on the file he will 
send it back for correction, but if an error is 
found later, the company should submit a 
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corrected return with an endorsement by way of 
explanation and another filing fee. The Registrar 
does not normally ask for the initials of both the 
signatories to corrections made to remedy obvious 
clerical errors. 

Apart from obvious changes, the annual 
return should not be inconsistent with previous 
‘returns already filed by the company. Whilst it is 
not now legally necessary to keep a copy of the 
annual return with the register, it is useful to have 
available a copy of what has been filed previously. 
. As a rider to this comment, may it be said 
that the annual return is not intended to be an 
easy and cheap way of placing on the file informa- 
tion for which another form is provided; it does 
.not comply, and cannot be accepted as complying, 
with statutory requirements about filing returns 
of directors, registered office, etc. 


When Should the Return be Made up 
and Filed? 
This question of when the annual return should 
.be made up and filed occasionally causes per- 


plexity, but the 1948 Act clears some doubt | 


which existed under the 1929 Act. The 1948 
Act provides that the return shall be made once 
at least in every year (calendar year, not the 
company’s year) and it must be completed 
within forty-two days after the annual general 
‘meeting for the year. 

The Registrar’s view is that he cannot accept 
more than one annual return made up in respect 
of a particular calendar year, with the reservation 
that as returns are made up to the fourteenth day 

‘after the annual general meeting, any return 
made up to a date between January 1st and 14th 
inclusive constitutes a return for the preceding 
year; in other words, the return is related to the 
meeting to determine the year to which it refers. 

At this point it is not inappropriate to mention 

.the oft-quoted case. of the company which nor- 
mallv has its annual general meeting in December 
but :n one year is not ready with its accounts. 
In such a case the annual general meeting may be 
convened for December as usual to comply with 
Section 131, and adjourned to a date early in 
the following year when the accounts are duly 
presented. Ín the following December the 
annual general meeting for the year is held and 
accounts are presented. What is the position as 
to annual returns? 

The company should complete an annual 
return made up to fourteen days after the date 
of the first part of the meeting which was 
.adjourned, and it may be intimated on this 
return that the meeting was adjourned for 
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presentation of accounts. No return js made up 
afte- the adjourned or second part of the meeting 
at which the accounts were presented, but if a 
copy of the accounts is then certified and sent 
to the Registrar with an endorsement or letter of 
explznation and filing fee, these accounts will be 
placed on the file. The alternative to filing the 
accounts separately is to include two sets of 
accounts with the annual return made up to 
fourteen days after the annual general meeting 
in the following December. 


Annual Return Required even if no 
A.G.M. is Held Я 
Even if no annual general meeting is held іп 
any calendar year, there is still an obligation to 
file an annual return; the procedure in such a 


case is to strike out in the heading of the return 


the words 
‘Being the fourteenth day after the date of the 
annual general meeting for the year 19....' 
and insert 
‘No annual general meeting having been held 
during the calendar year 19.... 
This does not remedy the default in respect of 
the meeting, but it prevents one default leading 
to another. Moribund companies are still subject 
to the Act and must file annual returns. 


Summary of Share Capital and Debentures 
The section of the return dealing with the sum- 
mary of share capital and debentures opens with 
a statement of the nominal and issued share 
capital, and if the full list of members is included 
with <he return, then the list of shareholdings 
must be reconciled with the total number of 
shares shown as taken up in the summary of 
share capital. 


Redemption of Preference Shares 
Some confusion has arisen in the past as to 
the efect of the redemption of preference shares 
on the share capital, owing to the decision in 
In те Serpell & Co Ltd ([1944] Ch.D.) (see The 
Accountant, June тоб, 1944, at page 277). 
Section 58 of the Companies Act, 1948, however, 
makes it quite clear that the redemption of 
prefecence shares does not reduce the amount 
of the company's authorized share capital. 

Not only is it important to bear this in mind 
for the purpose of the annual return but, if a 
digression may be permitted, it should be re- 
membered that no increase of capital is necessary 
on a re-issue of shares to replace the shares 
redeemed. It is not unknown for a company to 
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increase its capital for this purpose and, if a 
resolution specifically to increase the capital is 
passed, then the appropriate returns have to be 
made and the company is involved needlessly. in 
the payment of capital duty. 

There are eighteen clauses in the annual 
return dealing with issued share capital and 
debentures. The first four clauses relating to 
different classes of shares issued as fully or 
partly paid-up for cash or other consideration 
are unlikely to cause any difficulty provided the 
distinction between shares issued for cash, as 
opposed to consideration other than cash, is in 
accordance with the returns of allotment already 
"filed. There follow two clauses (Nos. 5 and 6) 
dealing with discount on shares, which again are 
not likely to be troublesome. 

Then appear clauses (Nos. 7 and 8) dealing 
with amounts called up on shares and the total 
amount of calls received including payments on 
application and allotment, and any sums received 
on shares forfeited; (No. 8) may need an analysis 
so that it can be reconciled with information 
given in other parts of the return, and it leads to 
the question of premium on shares. 


Premium on Shares 
The Registrar is not concerned whether premium 
on shares is shown in the annual return or not, 
but it is usual to show it, and where it is shown 
the amount of premium should appear separately 
(e.g. total of calls received etc. fx, plus £y 
premium). 

Clauses Nos. 9 and ro require information 
concerning amounts considered to be paid up 
for a consideration other than cash on fully and 
partly paid shares of different classes and clause 
No. r1 serves to record the total amount of calls 
unpaid. These three clauses do not appear to 
need comment. 


' Commission on Shares and Debentures 

Clause No. 12 of the summary. provides for 
sums paid by way of commission in respect of 
any shares or debentures. What is required here 
is the total of sums paid since the date of the 
last return only. It will be noticed that the next 
clause (No. 13), dealing with discount allowed 
on debentures, specifically states ‘since the date 
of the last return’. In the schedule to the 1929 
Act these two clauses appeared as one; in 


' separating them in the schedule to the 1948 Act, 


the qualifying wording in relation to commission 
on shares or debentures appears to have been 
omitted inadvertently. If the word ‘nil’ is inserted 
in clause No. 9, but commission has been paid 


THE ACCOUNTANT 727 


in previous years, there should be added the 
words ‘since the last return’. 

‘Clauses 14 and 15 deal with shares forfeited 
and the remaining three clauses relate to share 
warrants to bearer. These clauses (Nos. 16 to 18) 
should be reconciled so that the total shares 
comprised in ‘bearer warrants of different kinds 
in clause No. 18 agrees with the total of shares 
for which share warrants to bearer are Denon as 
outstanding in clause No. 16. 


Particulars of Indebtedness 

'The clause dealing with indebtedness is a fruitful 
source of error. The amount to be inserted is 
that which relates only to what would constitute 
‘registrable charges’ in the case of a company 
registered in England. For instance, if a company 
has a bank overdraft secured by a deposit of 
securities in such a way as does not constitute a 
registrable charge, this does not need recording in 
clause No. 19. If the amount of an overdraft is 
inserted in such circumstances the Registrar is 
immediately prompted to inquire why no notice 
of charge has been filed. 

Where there is a registered charge in respect of 
advances up to a stipulated maximum, and at the 
date of the return there is no indebtedness or the 
indebtedness is only part of the permitted 
maximum; the correct entry is the actual amount 
of indebtedness at the date of the return. If there 
is no indebtedness at the date of the return, the 
word ‘none’ must be inserted; returns are often 
sent back because this is omitted. 


Particulars of Directors and Secretary 
A number of companies do not return alternate 
directors. Whilst differing views are held on this 
matter, having regard to the provisions of the 
Act (for example, Sections 200 and 455), the 
writer considers there is no doubt that alternate 


_directors should be the subject of returns to the 


Registrar and should be included in the annual 
return; moreover, it is known that this is the view 
held by the Registrar. 

Dates of birth need only be given in the case 
of a company which is subject to Section 185 
(dealing with the retirement of directors under 
the age limit). Broadly, dates of birth need not 
be given by a private company unless such com- 
pany is the subsidiary of a body corporate incor- 
porated in the United Kingdom which itself is 
neither a private company nor a company regis- 
tered in Northern Ireland with provisions in its 


constitution which would enable it to rank as a: 


private company had it been registered in Eng- 
land. 


ue 


In. respect of each director, a complete list of 
directorships of all companies (provided they are 
incorporated under the Companies Acts in Great 
Britain) should be given. The company making 
the return, however, need not include director- 
ships of companies of which it is the wholly- 
owned subsidiary, or which are its wholly-owned 
subsidiaries, or which are the wholly-owned sub- 
sidiaries of another company of which the 
company making the return is the wholly-owned 
subs-diary. 

Documents to be Annexed to the Annual 

Return 

Every company, other than an exempt private 
company or an assurance company which has 
complied with the provisions of the Assurance 
Companies Act, 1909, must annex to the annual 
return a certified copy of every balance sheet 
laid before the company during the period to 
which the return relates, togethér with the other 
documents required by the Act to be annexed 
(see Section 127). The return must also include 
the two documents which the Act provides must 
be 'aztached' (the significance of ‘attached’ being 
that they may be separate documents); namely, 
the reports of the auditors and of the directors. 
It should be remembered that if the balance sheet 
and other documents are in a foreign language 
they must be accompanied by a notarially certified 
translation. 

The annual return form supplied by some 
stationers contains in the body of the form a 
certificate to the effect that the annexed balance 
sheet etc. is a true copy. Where this certificate 
is completed in the return itself, it is necessary 
to identify the individual documents by writing 
on ttem ‘this is the copy referred to in the 
annexed certificate’, and adding the signatures 
of the director and secretary; the alternative, 
and possibly the better course, is to place the 
actual certificate on each document. 


Certificates Included in the Annual Return 
Apart from the certificates on the documents 
annexed, a private company has to complete a 
certificate to the effect that there has been no 
invitation to the public to subscribe for shares or 
debentures, and a further certificate if the number 
of members exceeds fifty. An additional certifi- 
cate has to be completed by a company claiming 
Status as an exempt private company, and if the 
company cannot claim such status as from the 
commencement of the Act on July rst, 1948, or 
from the date of its incorporation if subsequent, 
then the certificate must contain the date on which 
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it was shown to the Board of Trade (under the pro- 
vision of Section 129 (1)) that the conditions 
mentioned in the certificate were satisfied. 

Тһе foregoing certificates do not appear on 
Form 7 which would be used, for example, by a 
company limited by guarantee, and if such a 
company was also a private company, the certifi- 
cates would have to be added if applicable. In 
any event the first certificate must be completed 
by a private company. 


List of Past and Present Members 

The frst question to be decided with regard to 
the list of members is whether it is more con- 
veniert for the company to file a full list of 
members and changes each year, or to take 
advantage of Section 124 (1) by filing changes 
only for two consecutive years, and a full list 
every third year. Many large companies prefer 
to send in a full list every year so as to clear their 
machine systems of ‘dead’ address plates, but the 
annuzl list presents such a formidable task for 
large industrial concerns (whose full returns can 
weigh several hundredweights) that some take 
advantage of the alternative. It is, however, a 
matter for each company to decide, according to 
circumstances, but whichever course is adopted 
the list should be clearly marked to show whether 
it is a ‘full 1150 or ‘changes only’. The full list 
should contain either a carry-forward total or a 
summary of page totals reconciled with the total 
on the summary of share capital. 


~ 


Dividing List into Sections 

With regard to the provision that the list should 
be in alphabetical order or provided with an 
index, it may be said that the Registrar will 
not object if the list is divided into three (or in 
exceptional cases a maximum of four) sections 
provided each section is arranged alphabetically 
and there is a clear intimation at the commence- 
ment of the list that it is in parts, and the numbers 
of the pages comprised in each section are given. 
This civision enables live accounts to be separated 
from dead accounts, and for a supplementary 
list to be added for companies using machine 
systems in which bank plates are kept separately. 
Another form of division may be used where there 
are several classes of shares. 


Individual Entries in List 
With regard to individual entries in the list, 
it should be noted that Christian names are, 
required. The indication in the Sixth Schedule 
to the 1948 Act, and more clearly in the schedule 
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to the 1929 Act, :s for surnames first, but the 
Registrar does not insist on this. On the other 
hand, some machine systems use initials only. 
'These are insufficient for the purpose of the 
return, although the Registrar will accept the 
first Christian narre in full followed by initials. 

It is good practice, in the case of joint holdings 
to state the name of each shareholder instead of 
giving the name of the first holder only, followed 
by ‘and another’ or ‘and others’. To take an 
extreme case, if ‘John Smith’ figures as the first 
name in a dozen different joint holdings it would 
be meaningless to list ‘John Smith and another’ 
for twelve entries. 

Executors and administrators on the register 
in their representative capacities should appear 
s such, and it is not necessary to state their 
individual names. 

Unofficial notice of.death (such as the return 
of a postal communication marked 'deceased") 
should be disregarded in preparing the return. 

The subject of designated accounts is not 
within the scope of this article, but the inference 
is that what is shown in the register should be 
reflected in the return. 

If renounceable allotment letters are current 
at the date of the return, a convenient course 
would be to make a separate section of the list 
in the names of the original allottees, or the 
renouncees in so far as they are known, with a 
note to the effect that the shares in that section 
are comprised in allotment letters -which are 
renounceable up to a given date. Subsequent 
renunciations can then be dealt with as 'changes' 
in the next return. 

Should share warrants to bearer be outstand- 
ing, a note of the total (agreeing with clause No. 
16 in the summary of share capital) should be 
added as a footnote to the list of members. This 
will enable the total of registered shares shown 
in the list, togecher with shares comprised in 
outstanding bearer warrants, to ђе reconciled 
with the issued share capital shown elsewhere 
*n- the annual return. 


* Transfers and ‘Changes Only’ 
In recording particulars of shares transferred, 
the date of the transfer registration and the 
number of shares should be placed against the 
name of the transferor and not the transferee. 
The Sixth Schedule suggests that the name of 
the transferee may be placed in the ‘Remarks’ 
column, but in sheets prepared for machine- 


. listing the ‘Remarks’ column is usually entitled 


‘binding margin’ on the other side of the sheet! 
Where ‘changes only’ are being returned and 
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a.member has increased his holding, the annual 
return should show the present holding with 
details of increases and dates in the appropriate 
columns. There is no need on this return to 
attempt a reconciliation of totals or to endeavour 
to balance ‘ons’ and ‘offs’. Changes of title or 


‘status of the shareholders should not be included 


in a ‘Changes only’ list unless there has also been 
a change in the particulars of the holding which 
would of itself necessitate inclusion. Live and 
dead’ accounts can still be in separate sections 
provided this is made clear on the return. If such 
sections consist of more than one page the entries 
should be listed in alphabetical order or an index 
should be provided. 


| Some Particular Cases 

Companies with a Dominion register 

Section 124 (2) extends relief to companies with 
Dominion registers where copies of entries are 
not received at the registered office before the 
date when the annual return is made; it also 
provides for inclusion of the relevant particulars 
in the next annual return. | 


Companies incorporated in Channel Islands or Isle 
of Man 

Section 416 provides that if companies incor- 
porated in the Channel Islands or the Isle of 
Man have a place of business in England or 
Scotland, all provisions of the Act requiring 
documents to be filed with the Registrar apply as 


if those companies were registered in England or 


Scotland. 


Oversea companies 
Companies incorporated outside Great Britain 
with a place of business within Great Britain 
are not required to file an annual return, but 
they are required (with the exception of Northern 
Ireland companies of exempt private company 
status) to file accounts in every calendar year; if 
any relevant document is not in the English 
language it must have a certified translation 
annexed. 

Conclusion 
An article of this nature can do no more than 
generalize. Admittedly it is the exceptional case 
which usually causes most difficulty, and in such 
cases the Registrar and his staff at the Com- 
panies Registration Office are always most helpful 
in solving any problems of procedure. On the 
other hand, the Registrar will appreciate the co- 
operation of company officials in submitting the 
annual return each year in good order (not for- 
getting the enclosure of five shillings in payment 
of the filing fee). 
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CONTINGENT LIABILITIES 


A PLEA FOR FULLER DISCLOSURE IN PUBLISHED ACCOUNTS + 
by A. R. ENGLISH, A.C.A. | 


sheets and accounts with a view to long- 

term investment often wish we were 
endowed with second sight. Unfortunately, few 
of us have that sense. If we have, we are careful to 
hide it and continue to base our reports on the 
picture of the company as portrayed by past 
accounts. 

With the passing of the Companies Act, 1948, 
the standard of presentation of the accounts of 
limited companies has improved greatly and, in 
consequence, much more information is available 
to the potential investor. Despite this fuller 
disclosure there is, however, one facet of a 
company’s financial position which has not 
received the consideration its importance warrants. 

The investor buying for the future invariably 
regrets the scanty information available concerning 
future commitments and, in particular, contingent 
liabilities. The balance sheet will probably disclose 
the aggregate amounts of bills discounted with a 
note of the extent to which they have been met, 
but as regards other contingent liabilities, it is 
often strangely silent. This omission to disclose 
is somewhat surprising, as we find that the 
Eighth Schedule, paragraph 11, sub-paragraph 
(5), Companies Act, 1948, provides that: 

‘The general nature of any other contingent 
liabilities not provided for and, where practicable, 
the aggregate amount or estimated amount of those 
liabilities, if it is material’ 

shall be stated by way of note or in a statement or 
report annexed to the accounts submitted to the 
members. 

Why, then, are so many contingent liabilities 
ignored? Can it be that since most of these 
contingent liabilities are connected with taxation, 
all concerned hope that, one day, the offending 
legislation will be repealed? If so, it would appear 
that they are doomed to disappointment, since 
the trend of taxation suggests a heavier burden of 
contingent liabilities. 


Tes: of us who have to study balance 


Profits Tax 
Probably the most important contingent — ог 
shoulé not one say ‘deferred’ – liability, and one 
which year by year grows larger, is the profits tax 
non-distribution relief received by reason of the 
retention of part of the profits. Since, with the 


passing of the Finance Act, 1952, this potential 
liability can be calculated accurately, there seems 
to be no reason why specific reference should not 
be made to the amount of non-distribution relief a 
company has received. In this connexion, the 
possibility of a trade recession and future losses 
should not be overlooked and, as profits tax losses 
cannot be set off against previous profits, it is 
possible that at some future date the whole of the 


· company's reserves, including unappropriated, 


profits, could be absorbed on liquidation by a 
distrisution charge related to profits made 
during the earlier years of profits tax. Of course, if 
part of the capital arose from a bonus issue a 
position could arise whereby, by sole reason of a 
distribution charge, the shares could not be repaid 
in full. 

The same position could also happen in the 
case ог a company which takes over the profits 
tax liability of a predecessor company by virtue 
of an election under Section 36 (4) (1) (c), Finance 
Act, 1947, for in such circumstances, in liquida- 
tion, part of the share capital of the successor 
compaay may have to be used to recoup the profits 
tax non-distribution relief given to the vending 
company. Thus, in either case, if the company 
had a highly-geared capital, it would be possible 
for an unfortunate preference shareholder to 
receive back in liquidation less than the par value 
of his shares. | 

Excess Profits Levy 
In an attempt to mitigate the worst aspects of 
this unfortunate tax, the Chancellor created for 
the accountancy profession another contingent 
liability. All accountants having to deal with the 
excess profits levy will, at some time, have told 
their anxious clients that, by reason of the over-, 


riding limit on the amount payable by way of thé ` 


excess profits levy under Section 43, Finance 
Act, 1952, the maximum rate will be 15 per cent 
(то pez cent for companies operating mainly 
oversea) of the chargeable profits and not 30 per 
cent of the excess profits. 

Unfortunately, this relief is only provisional 
and, since E.P.L. is a running tax, it will not be 
possible to ascertain the true position until the- 
final accounting period has been completed. 

In the meantime, as the following example will 
show, the withdrawal of the provisional relief 
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EXAMPLE 













100,000 
75,000 
















abili 
Computed Liability l E 
Assessed Relief 
at зо per cent} at 15 per cent sisi : 
of Excess | of Charge- Liability | given and | 
Profit able Profit withdrawn ` 









18,000 
9,000 


£27,000 








nder Section 43, Finance Act, 1952, received in 
n earlier year, may give rise to a liability in a 
ater year of more than 30 per cent of the excess 
rofit of that year. 

'Thus we find that the assessed liability for 
1953 will not be 30 per cent of an excess profit of 
£30,000, ie. £9,000, but that sum plus £2,250 
in respect of relief given in 1952 and withdrawn 
in 1953, making {11,250 in all. The effect on a 
company whose standard profit only covers its 
dividend by a small margin may be disastrous 
unless at the time of receipt, provision is made for 
the possible subsequent withdrawal of the 
provisional relief. If no such provision were made 
and there were no mention of the cohtingent 
liability under this heading, I cannot see how the 
balance sheet could be said to be true and fair. 

It would appear that the group excess profits 
levy treatment required by the Twelfth Schedule, 


Finance Act, 1952, may give rise to contingent . 


liabilities, particularly if there are considerable 
fluctuations in the group's earnings. 

‘To deal in detail with the rules as to apportion- 
ment cf liabilities and deficiencies in a group is 


- outside the scope of this article. It is sufficient 


to give an easy example of how contingent liabili- 
ties may be created during the lifetime of excess 
profits levy. 











1952 
Subsidiary Principal 
~. Company Company Total 
t £ £ £ 
Chargeable profits .. 17,000 47,000 64,000 
` 4 Adjusted standard 
profits . 20,000 44,000 64,000 
Я £3,000 £3,000 £— 


Excess/Deficiency 





_——  АЕЕЕЄЕЫЫ 





Thus at December 31st, 1952, the principal 
féompany will have been relieved provisionally of 
an excess profits levy of 30 per cent of £3,000, 


i.e. £900. 


1953 
Subsidiary Principal 
Company Company Total - 








£ 
Chargeable profits .. 40,000 48,000 88,000 
Adjusted standard 
profits . 24,000 45,000 69,000 
Excess – subject 
. to deficiency from ———— 
1952 .. £16,000 £3,000 £19,000 


For the year 1953 the liabilities will be as under: 


Subsidiary Company 
1953 Excess £16,000 less 1952 deficiency, 





£3,000=£13,000 at 30 per сеп! .. 3,900 
Principal Company 
1953 Excess £3,000 plus 1952 excess, 
£3,000 = £6,000 at 30 per cent ... 1,800 
£5,700 . 


If later, however, the liability of the subsidiary: 
company falls to be reduced to 15 per cent of the. 
chargeable profits by reason of relief under 
Section 45, Finance Act, 1952, there may be a. 
further transfer of a liability to the principal. 
company. In the light of these circumstances, it 
would appear that the majority of the balance 
sheets of the principal companies in excess profits 
levy groups will have to report, during the life- 
time of this tax, a contingent liability of an. 
unascertained nature. 

One never sees a note on a balance sheet 
indicating that it is a company to which Section 
245 et seq, Income Tax Act, 1952, applies and that 
the company has received no clearance from any · 
possible liability to sur-tax, despite the fact that 
the Special Commissioners can make a retro- 
spective direction for the previous six years. 
Neither is any indication ever given that the death 
of a member, or ex-member, may result in the 
company being called upon to pay estate duty 


56 


under the provisions of Section 46, Finance Act, 


1940, as amended. As this latter liability would ` 


rank as a first floating charge, it cannot be said 
to be of little moment. 

That the accountancy profession should ignore 
contingent liabilities of this class is somewhat 
surprising when there are few prospectuses, or 
notices in lieu thereof, which do not disclose that 
certain members have agreed to indemnify the 
company against any liability to sur-tax and estate 
duty. Surely contingent liabilities of a nature 
considered to be of such importance as to call for 
an indemnity fall within the scope of paragraph 
ІІ, sub-paragraph (5), Eighth Schedule, Com- 
panies Act, 1948. 
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Diligent readers of this article will probably find 
many other contingent liabilities of a not-too- 
obvicus nature which I have forgotten to mention. 
If such is the case, I feel certain that they will 
wish to reinforce my plea for the disclosure of* 
such liabilities, even if in their search for them 
they may find contingent assets which should 
also be mentioned if a balance sheet is to be true 
and fair. In this connexion I have in mind the 
importance given to unabsorbed tax losses by 
Section 27, Finance Act, 1952. Surely the 
contirgent asset so created should. not be over- 
looked if the profession considers that every 
member is to have all the information necessary је 
to appraise the worth of a company? f 


TO COCKER 


by VERA SNELLING 


With Admiration struck I here would pause, 
Not daring trust my Muse in your Applause; 
So great a Masterpiece as this, Mankind 

In all their tedious Search could never find. 

* Arithmetick’s here to Perfection brought; 
Here's to be found what never yet was taught. 
This Book of yours bears Record of your Fame 
And to all Ages will transfer your Name. 

For why, your boundless Wit and curious Pen 
Do write you still the Miracle of Men. 


ancy or mathematics would in these coldly 

scientific days address his instructor, or even 
the Examination Committee of the Institute, 
in such lyrical terms, yet the enthusiasm aroused 
by Edward Cocker's text-books filled the soul of 
his editor, John Hawkins, with 'poetick fire', 
which found expression in the lines quoted above. 
Indeed, Cocker, who lived from 1631 to 1675, 
enjoyed contemporary and temporary gianthood, 
and his reputation for bringing arithmetic to 
perfection has perpetuated his name in the phrase 
which is the title of this article. This, in spite of 
the view taken by some later writers, notably 
Professor Augustus de Morgan, that Hawkins 
was himself the author of the works ascribed to 
Cocker. However that may be, Cocker certainly 
existed and won considerable fame. 


I: is doubtful whether any student of account- 


A Friend of Pepys 
Little is known of the early days of this ‘Miracle 
of Men', but in 1657 he was living 
*on the south side of St Paul's Churchyard over 
against St Paul's Chain . . . where he taught the 
art of writing and arithmetick in an n extraordinary 
manner.’ 


In The Newes of September and October 1664 
he advertised that he was starting a school at 
Michaelmas for writing and arithmetic near 
St Paul’s and would take boarders. It was for his 
skill at writing that he first became known, and 
the enzzy in Pepys's Diary for August roth, 1664, 
refers to him in this capacity: 

* Abroad to find one to engrave my tables upon 
my rew sliding rule with silver plates, it being so 
small, that Browne that made it, cannot get one to 
do it. So I got Cocker, the famous writing master 
to do :t, and I sat an hour by him to see him design 
it all; and strange it is to see him with his natural 
eyes, 70 cut so small at his first designing it, and 
read it all over, without any missing, when for my 
life I could not, with my best skill, read one word, 
or letter of it; I find the fellow by his discourse 
very ingenious: and, among other things, a great 
admirer of, and well read in, the English poets, and ·, 
undertakes to judge of them all, and that not . 
impertinently.’ 

On the next day we read: 

‘Comes Cocker with my rule, which he hath 
engraved to admiration for goodness and smallness | _ 
of work: it cost me 14s the doing.’ - 

From the last leaf of his London Writing Мач, it 
appears that Cocker was living in Gutter Lane, . 
near Cheapside, in 1665, and shortly afterwards 
he was at Northampton. 

Pepys's estimate of his literary attainments was 
justified, for not only did Cocker write poetry 
himself, but he collected a large library.of rare 
manuscripts and works on science in various: 
languages, and the references in his (ех!-Боок5 ~ 
show him to have been well acquainted with the 
literature of his subject. That he was 'ingenious' 
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is illustrated by Pepys’s reference to 


him on 
October 7th, 1664: | 


‘Come Mr Cocker, and brought me a globe of 


glasse and a frame of oyled paper, as I desired, to 


„show me the manner af his gaining light to grave ` 


by, and to lessen the glaringness of it at pleasure 
by an oyled paper. This I bought of him, giving 
him a crowne for it; and so, well satisfied, he went 
away.’ 
Later Cocker seems to have had a school near 
St George's, Soutawark, and was succeeded 
there by the admiring John Hawkins, who edited 
and published his works posthumously. Hatton, in 
his New View of London, published in 1722, 
ives Cocker’s burial place as the west end of 
S}int George's Church, near the school. 






Style and Numbers 
Cocker's Arithmetick ran into sixty editions, and 
the one now lying before me is the fifty-first, 
*composed by Edward Cocker and perused and 
published by John Hawkins, Writing Master.' 
The title page describes it as being 

*A plain and familiar Method suitable to the 

meanest Capacity, for the full understanding of 

that incomparable Art, as it is now taught by the 

ablest Schoolmasters in the City and Country.’ 
Having received this encouragement to open the 
book, a reader of the meanest capacity may 
consider that a slightly higher I.Q. is required 
for full appreciation, for not only is the author's 
style both tortuous and verbose, but he assumes 
acquaintance with such works as Boetius's 
Arithmetic, Oughired’s Clavis Mathematica, 
More’s Avithmetick, and Wingate’s Arithmetic, to 
name only a few о: his references. 

The problems he sets, however, are for the 
most part happily clear, though he does not expect 
his pupils to be alarmed by an infinity of numbers. 


| 4 For instance: 


“The circumference of the Earth is divided into 
360 Degrees, and each Degree into 60 Minutes 
which (upon the Superficies of the Earth) are equal 
to 60 Miles; now I demand [he says peremptorily] 
how many Miles, Furlongs, Perches, Yards, Feet, 
Barley-corns will reach round the Globe of 
the Earth? А 
Thgfanswer in Barley-corns is 4105728000. Or 
apdin, - 
‘I desire to know how many Hours and Minutes it 
is since the Birth of our Saviour Jesus Christ, being 
accounted 1756 Years.’ 
at calculation is 15393096 hours, 
or 923585760 minctes. His explanation of subtrac- 
ory 15 not a model of clarity – 
‘Let 437503 be given, from whence it is required to 
subtract 153827. . . . I begin saying 7 from 3 I 
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cannot, but (adding ro thereto) I say 7 from 13 
and there remains 6, which I set under the Line in 
Order; then I proceed to the next Figure, saying, 
1 that I borrowed and 2 is 3 from o I cannot, but 
3 from ro and there remains 7, which I likewise 
set down as before; then 1 that I borrowed and 8 
is 9 from 5 I cannot, but 9 from 15 and there 
remains 6; then 1 I borrowed and 3 is 4 from 7 
and there remains 3; then 5 from 3 I cannot, but 
5 from 13 and there remains 8; then 1 I borrowed 
and 1 are 2 from: 4 and there rest 2, and thus the 
Work is finished.’ 


Problems and Prophecy 

One of the just claims to fame of Cocker's 
Arithmetick is that it was the first designed for 
commercial use, and the second part deals largely 
with the problems of merchants, including Barter, 
Questions in Loss and Gain, Equations of Pay- 
ments, and Exchange; Chapters on Single 
Fellowship and Double Fellowship deal with 
partnership accounts. The 

‘practical Arithmetician is advised to have by 

Heart the several Products of the nine Digits 

multiplied by twelve for his speedy reducing 

Pence into Shillings and Shillings into Pence’, 
and the table is obligingly set out in full for his 
benefit. He is further exhorted to be acquainted 
with ‘the practical Tables containing the aliquot 
or even parts of a Shilling and the second the even 
Parts of a Pound.’ 

‘Some of the problems cast a nostalgic light on 
the times he lived in. References to Canary Wine 
at ros a Gallon; Malaga at 8s a Gallon; Rhenish 
Wine at 6s a Gallon and White Wine at 4s a 
Gallon are likely to induce a considerable thirst; 
while ‘if 13 yards of velvet cost 21s . . .’! Cocker 
was farseeing and the following problem is 
obviously a prophetic reference to Articled Clerks: 

‘It is proposed by an elderly person to admit a 
sober, industrious young fellow to a Share in his 
business; and to encourage him offers, that if his 
circumstances will allow him to advance {100 his 
pay shall be £40 per annum; if he be able to advance 
£200 in stock, he shall have £55 a year; and if 

£300 he shall receive £100. In this Proposal I 

desire to know what is allowed the Young Man 

for his Attendance simply?’ 
What indeed? 

Except for a few additional additional exercises 
the book ends with the words Laus Deo Soli. — . 

*What would life be without arithmetic but a 
scene of horrors?’ wrote Sydney Smith once to a 
small girl, and it is a tribute to the early writers 
in this field that auditors can today certify that the 
accounts presented to them are true and correct 
‘according to Cocker’. i : 
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BRIEF HISTORICAL DETAILS 


and 


NOTES ON PRESIDENTIAL BADGES 


With this issue we have pleasure in presenting our readers with a supplement in 
which the badges of presidents of district societies of The Institute of Chartered | 
Accountants in England and Wales аге reproduced in colour at two-thirds of their 
actual size, All these badges incorporate some part of the Institute’s Coat of Arms, 
shown above; so the following descriptions are limited to those features which are 
peculiar to each badge. Brief historical details of the societies are also given below. 


Birmingham and District Society of 
Chartered Accountants 


In 1880, a meeting of former members of “The Institute 
of Accountants’ and of ‘The Society of Accountan:s of 
England and Wales’ was held, and the Society was 
established in 1882. Membership at November rst, 
1952: Birmingham, 653; Coventry, (about) 65; Wolver- 
hampton, 95. The president's badge was given by 
subscriptions from past presidents in 1923. А centre 
shield bearing the crest of the Institute on a gold 
background is surrounded by blue enamel bearing the 
title of the Society in gold. Over the badge arid at the 
point of the ribbon is the crest of the City of Birming- 
ham in gold and enamel. The Wolverhampton Branch 
was inaugurated in 1946; the Coventry Branch in 1948. 


The Bristol and West of England Society af 
Chartered Accountants 


In 1902, a proposal was made that the setting up of a 
local Bristol] Society of Chartered Accountants be 
investigated. The Society was duly formed in March 
1903, with a membership of 39. Membership at 
November rst, 1952: Society, 260; Branch, 83; tctal, 
343. The Exeter Branch was founded in 1935 and the 
Gloucester Group in 1948. The president's badge was 
acquired in 1937 by subscriptions given by past 
presidents and members of the committee. It is 
surmounted by a scroll bearing the title of the society 
and is suspended from.a small coat of arms of the 
City of Bristol, which is attached to the ribbon. 


East Anglian Society of Chartered Accountants 


Founded 1933. Membership at November 1st, 1952: 
153. No branches or groups. A small Society in a 
Scattered area with insufficient members in any centre 
to justify the formation of groups or branches. Com- 
mittee meetings and meetings of members are held in 
the four main centres of the area - Norwich, Ipswich, 
Cambridge and Colchester, although the headquarters 
are in Norwich, the largest centre of the Society. The 
president's badge was presented to the Society in 1038 
by A. E. Lark, F.C.4., a founder member and first 


president of the society. The badge does not incorporate 
any local emblems, the only additions to the Institute's 
crest being the words ‘East Anglia’. 


The Hull, East Yorkshire and Lincolnshire 
Society of Chartered Accountants 


Founded 1927 as The Hull, East Yorkshire and North 
Lincolnshire Society of Chartered Accountants, In 
1939 the area was extended to include the whole of 
Lincolnshire and the name altered to the present form. 
Membership at November 155, 1952: 199. The 
Grimsby and North Lincolnshire Group was formed 
in 1948; the Lincoln and District Group in 1951; and 
the Scarborough and District Group in 1952. The 
president's badge, acquired in 1930, incorporates the 
White Rose for Yorkshire, a shield bearing the arms of 
the City and County of Kingston upon Hull, and the, 
arms of the City and County of Lincoln. 


The Leeds, Bradford and District Society of 
Chartered Accountants 


'The Leeds & District Society of Chartered Accountants 
was formed about 1900; the name was changed to its 
present form in 1934. Membership at November rst, 
1952: Society, 406; Branch, 78; total, 484. The North 
Yorkshire and South Durham Branch, Halifax Group, 
Hudcersfield Group, and York Group were all formed 
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about 1950; only the branch has a chairman's page 4 


The pzesident's badge was presented to the Socie 
the lete William Adgie, F.c.a., a former ргеѕіс 
the Society, in 1929, to commemorate his fifty 
connexion with the profession. It incorporates 
white rose of York in enamel with a diamond cente, 
the arras of the City of Leeds, and the arms of the City 
of Bradford. 









The Leicestershire and Northamptonshire 
' Society of Chartered ‘Accountants 
Formed 1901. Membership at November 151, 105 4191. 
No branches or groups. The president’s badge ny 
purchased in 1926. It incorporates the name of the 
Society at the head, lettered in gold on alternate blue 
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and white enamel, supported on four gold pillars. The 
sun in gold shines on the Institute’s coat of arms. 


Immediately above the badge is a smaller medallion © 


, of the coat of arms of the City of Leicester, consisting 
** of a gold surround and an enamel coloured centre, and 
above that is the word ‘President’ in gold letters оп. 
white enamel. 


Liverpool Society of Chartered Accountants’ 


A certificate of incorporation as a limited company was 
issued in 1870. Membership at November 1st, 1952: 
Society 405, Branch, 70; total, 475. The Chester and 
North Wales Branch was formed in 1948. 'T'he Society 
is the oldest in England and Wales and was one of the 
petitioners for the grant of the Institute's Charter in 
188o. The president's badge, acquired in 1911; cost 
-Ag5, which was subscribed by the committee and 
mbmbers. Surmounted by the arms of Liverpool, it 
x is pf 18-carat gold, the perimeter being encircled by 
nty-five diamonds. It incorporates the Lancaster rose 
in gold, with a diamond in the centre. On the reverse 
are the names of the past presidents: since 1911 
engraved inside a compartment with double doors. 






London and District Society of Chartered 
Accountants 


With the Institute centred on London, it was not found 
necessary until 1921 for 2 London Members’ Com- 
mittee to be formed. A new constitution was adopted 
in 1942 to bring London into line with the other 
~ district societies. An annual postal ballot provides for 
representation on the committee of non-practising 
members besides those in practice and those employed 
in the service of practising accountants. The member- 
ship on November ist, 1952, was approximately 2,400. 
The Society has a chairman, for whom there is no 
badge of office. There are no branches, but there are 
two local groups of members, at Reading and Southend. 
The committee has recently started four discussion 
groups in London. 


Manchester Society of Chartered Accountants 


A society of accountants established in 1871 at Manches- 
ter was the forerunner of the Society which came into 
being in 1881, following the formation of the Institute 
іп 1880, Membership at November 151, 1952: 892. The 
^" North Lancashire Branch was inaugurated in 1948; 
Bolton Branch in 1951. The president's badge, 
presented by a member of the Society in 1923, incor- 
porates the words ‘Manchester Society of Chartered 
Accountants’ in gold lettering on a royal blue ground. 
It is suspended from a broad royal blue ribbon and 
ounted by a small gold replica of the coat of arms 

of ity of Manchester. 


ern Society of Ghartered Accountants 
Fofinded 1883 as “The Northern Institute of Chartered 
Accountants’. Membership at November ist, 1952: 201. 
The Cumberland Branch was formed on October 26th, 
1950. Its headquarters are at Carlisle and the Branch 
, membership totgls 35. The president's badge, pur- 







7+ chased out ociety funds in 1935, incorporates the 
arms e City of Durham in a small shield bearing 


е5; another small shield is the crest of the City of 
' Carlisle; also included are Richard the First's Lions of 

: England (representing the Royal Charter); at the base 
is the crest of the County of Northumberland. : 
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The Nottingham Society of Chartered 
Accountants 


Formed 1901. Membership at November ist, 1952: 
226. The Derby Branch was formed in 1951. The 
president’s badge was presented to the Society by the 
president and by the past presidents in 1924. It is of 
gold. The words ‘Nottingham Society of Chartered 
Accountants’ are round the outside edge in gold on a 
dark blue background. In the centre is the coat of arms 
of the City of Nottingham in gold, raised, with the 
shield in the centre and the motto in coloured enamel. 


Sheffield and District Society of Chartered 
Accountants 


The Sheffield Society was incorporated in 1882 under 
the Companies Acts, 1862-1880, with Board of Trade 
licence to omit the word ‘limited’, though there was a 
society of accountants in Sheffield for five years before 
that. In 1907, the name was changed from ‘Sheffield 
Incorporated Society of Chartered Accountants’ to 
‘Shefhield Society of Chartered Accountants’, In 1937, 
it was again changed to its present form. Membership 
at November ist, 1952: 201. No branches or groups. 
The president’s-badge reproduced in the supplement 
was presented by Douglas Howell, F.c.a., president of 
the Society in 1936. It is heart-shaped, of 18-carat 
gold and enamel, and incorporates the crossed arrows 
and wheatsheaves from the coat of arms of the City of 
Sheffield; the whole is surrounded by diamonds set in 
platinum. An original, larger badge, still in existence, 
was presented in 1923 by the late Horace Cawood, 
Е.С.А., then immediate past president. 


South Eastern Society of Chartered Accountants 


Formed 1932. Membership at November 15, 1952: 
300. Groups at Bournemouth, Southampton, Ports- 
mouth, Brighton, Hastings, Tunbridge Wells and 
Canterbury meet regularly through the year and 
general meetings of members are held each year at 
various towns within the counties of Kent, Sussex 
and Hampshire. The president’s badge was presented 
to the Society in 1935 and bears on the reverse the 
inscription: 

‘Presented to the Society by H. B. Chaplin Baldwin, 
M.A., in memory of his father the First President, 
Edmund Chaplin Baldwin, 0.3.5.’ 

It is sculpted in plain gold by Omar Ramsden, and 
bears the Institute crest and inscription with the name 
of the Society. 


South Wales and Monmouthshire Society of 
Chartered Accountants 


Chartered accountants of Cardiff met in 1913 to arrange 
a complimentary dinner to R. H. March upon his 
being appointed a member of the Council of the 
Institute. A sub-committee was formed to consider the 
formation of a district society, which was duly formed 
that year. Membership at November 1st, 1952: 196. 
No branchés or groups. The president’s badge, 
acquired in 1928, was the gift of Mr March during the 
year in which he was President of the Institute. It is 
gold, crested by the Welsh (Red) Dragon. A circlet of 
blue enamel is inlaid with the name of the Society in 
gold and surmounted with the word ‘President’ on 
white enamel. Within the circlet is a shield, supported 
on either side by a unicorn, ‘and surmounted by the 
Prince of Wales Feathers in gold. 
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by MICHAEL J. ү. LOCKE 


The Editor informs readers that the characters and places in the following | article are nd . | Ux 
imaginary and that no reference is intended to ant) living person or any particular place. 


. Standing on the old ivy-covered bridge which 
spans the small river running through our 
village. The countryside was quiet and peaceful, 
and as it was a Friday, with the office closed for 
the week-end, my thoughts were lingering on a 
"shaded near-by beach. 


I: was a pleasant July evening and I was 


Жез, life was. pleasant and the outlook for the ` 


next two days was set fair. Perhaps in a minute 
I would wander over to the inn to drink a 
noggin or two with the locals amid the ancient 
timbers which were old when serfs paid their 
income-tax in kind to their feudal lords. 

My thoughts were disturbed by the heavy 
tread of hobnailed boots, and coming along the 
dusty road I beheld a farmer lately arrived in 


the village having purchased Windwhistle Farm 


way over on the hill. 

“Evening zur’, he said. 

‘Good evening, farmer,’ I replied. 

‘Could I ’ave a few words with ee, me dear?’ 
he asked, and without giving me time to decline 
he went on, ‘See, I be in trouble wi’ they there 
bloodsuckers up yonder.’ 

‘Do you mean the Inspector of Taxes?’ 

‘Aye,’ replied the farmer, ‘see, ‘tis like this yere. 
I spent {100 repairing the roof о’ me barn, and 
he says I got to pay tax on it.’ 

‘I suppose you mean that he won't allow you 
to charge the {100 against the profits of your 
farm?’ I said. 

‘Aye,’ replied the farmer, ‘but "tis a repair and 
I didn't ought to pay tax on it.’ 


I decided to ignore the repeated remark about ` 


paying tax on this sum, and to take up the real 
point at issue. 

‘It may in effect be a repair, but according to 
your particular circumstances, in law it becomes 
an item of capital expenditure,’ I advised. - 

‘Darn it! How can repairs be capital? I still 
got the very same barn ’cept ’er don’t leak now.’ 


‘I know,’ I replied, ‘but the {100 is in the | 


nature of additional purchase price. You see, if 
the vendor had repaired the roof, the farm would 
have cost you more.’ 

‘Not darn likely it wouldn't said the farmer 
with some heat, ‘Us paid un far too much as 
twere.’ 

‘Be that as it may,’ I said, ‘you see, the whole 


question is- controlled by the Law Shipping 
case... 
‘And what I wants to know is what the heck 


· has ships got to do wi’ my farm?” 


I realized that we were getting into deep 
water what with ships and one thing and another, 


but I felt that come what may I must ony, the 


discussion to its bitter end. 

` ‘It’s not the subject which counts, but 

principle laid down,’ I replied. - | 
"Well, countered the farmer, ‘if "tis capital 

can't I 'ave it under that there ten years idea?’ 
‘Section 314, Income Tax Act, 1952, you mean. 

I'm afraid not. Capital expenditure under that 


_ Section is confined to construction, reconstruc- 


tion, alterations or improvements to the farm. 
The £1oo doesn't fall under any of these head- ` 
ings... .' and after reflection I added, 'It 
might be termed “capital repairs", since in fact _ 
it is in respect of repairs, but in law it is deemed * 
to de capital.’ 

‘Well I calls capital - capital; and repairs — 
repairs, but they lot,’ jerking a thumb in the 
direction of the local tax office, ‘calls um what 
um likes to suit their own darn ends.’ 

‘I see no reason why you should not receive 
relief under a maintenance claim as laid down by 
Section 101, Income Tax Act, 1952. By conces- 





sion this could be based on the actual expenditure. 


for the year less the statutory repairs allowance,’ 
I advised, hoping that he would not require to 
know what the statutory repairs allowance was.. 

The farmer's face brightened. at the prospect " 
of having something allowed to him, and Һе 


‘theught it over for а moment. Then he said, 


“Taint fair nor proper, but what you says be the 
same as what that there accountant feller says into 
town, what I asked t' other day to do me 
so I suppose ’tis right.’ 

And with a word of thanks, but with noWyord 
of apology for the interruption of my le 







moments, he went on his way whistling — it may - 


have been “The Farmer’s Boy’ or ‘Rule Britannia’ - 


in honour of the Law Shipping case; I can't 


remember. 
I strolled slowly through the ening 
shadows towards my cottage, the noggin Wee 


- 


forgotten. As I closed the door an owl perched ~ 


in the old oak opposite hooted three times. . . 
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CHRISTMAS QUESTIONS 


The answers will be found elsewhere in this issue 


Alarms and Excursions 
. What are the four longest rivers in the world 
and into which seas do they flow? 
2. What is the remainder of the following 
quotation: 
* Sound, sound the clarion, fill the fife, _ 
m hroughout the sensual world proclaim . . 


= 


ae 


3. What happened to the young lady named , 


Bright who travelled much faster than light? 
. Who wrote "The Excursion’? 
What fate befell Agamemnon on his return 
from the siege of Troy? 


Dog and Duck 

6. In what case was an auditor described as ‘a 
watch-dog, but not a bloodhound'? 

7. When are the dog-days and why are they so 
called? 

8. What is (a):a canvasback, (b) a shoveller, 
(c) a Bombay duck? 

9. What, in drinking parlance, is a ‘dog’s-nose 22 

. What was the name of the dog which accom- 

panied the ‘three men in a boat’? 


л Ф 


Emperor and Clown 

. What voice, according to Keats, was heard 
‘in ancient days by emperor and clown’? 

. Who were the first five Roman emperors? 

. Who ‘sipped no sup’ and ‘craved no crumb, 
as he sighed for the love of a ladye’? 

. In which plays by Shakespeare do the follow- 

.ing clowns appear: (a) Touchstone, (b) 
Costard, (c) Trinculo? 

. Who was called ‘the wisest fool in Christen- 
dom’ and by whom? 


Fun and Games 
. What advice was given by his captain to the 
_last man in with ‘ten to make and the match 
to win’? 
Who said that ғо play billiards well is a sign 
of a misspent youth? 
. Where are the Olympic Games of 1956 to be 
held? . 
What was 'the celebrated wish of old Sarah 
Battle (now with God) who, next to her 
devotions, loved a good game of whist’? 
„20. Мура то. ‘American slang, is a ‘kibitzer’? 


19. 


Gilbert and Sullivan 
21. Which of the Savoy operas had its world 
premiere in New York? 


22. 


23. 


24. 


.25. 


26. 


27. 


28. 
29. 


30. 
31. 
32. 
33. 
34- 
35. 


36. 
37- 


38. 
39. 


40. 


41. 


What was the Mikado’: s doom for ‘all prosy 
dull society sinners who chatter and bleat 
and bore’? 
Who treasured beyond measure the privilege 
and the pleasure-of running little errands for 
the Ministers of State? 
In which opera is it pointed out that — 

‘Hearts just as pure and fair 

May beat in Belgrave Square 

As in the lowly air 

Of Seven Dials’? 
Which opera opens with a chorus of twenty 
love-sick maidens? 


Gin and French 
Who, according to Thomas. Carlyle, was the 
‘sea-green incorruptible of the French Revo- 
lution’? 
What, next to Paris, are the two largest cities 
in F rance? 
What is the derivation of the word 'gin'? 
What is the French equivalent for the phrase 
‘French leave’? 
What are the constituents of a “Tom Collins’? 


Gold and Silver 
Who wrote the waltz ‘Gold and Silver’? 
Who said that the golden rule is that there are 
no golden rules? 
What was the name of Long John Silver’s . 
parrot and what was its favourite expression? 
Who wrote (a) The Golden Age, (b) The 
‘Golden Bough, (c) The Golden Bowl? 
Up to what amount is silver legal tender? 


The Holly and the Ivy 
What novel by Thomas Hardy opens with a 
description of the Mellstock Quire going the 
rounds carol-singing on ‘a cold and starry 
Christmas eve’? 
What famous British natural philosopher was 
born on Christmas Day, 1642? 
What is a helleborus? 
Which member of the present Royal Family 
was born on a Christmas Day? 
What was the special function of the Lord 
of Misrule in medieval times? _ 


‘Left and Right 
Who were the five prime ministers of the 
reign of King George V? 
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51. 
52. 
53. 


54- 
55. 


56. 
57: 
58. 
59. 
бо. 
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Commons? 


. What are the heraldic terms for ‘left’ and 


‘right’? 


. What is ‘gerrymandering’? 
. Who said that the privileged and the people 


formed two nations? 


The Lion and the Unicorn 


. For whose crown did the lion and the 


unicorn fight? 


. Who was Mrs Leo Hunter? 
. What saint is always represented as being. 


accompanied by a lion and for what reason? 


. What particular property was the horn of the 


unicorn reputed to possess? 


. What theatrical ‘lion’ was ‘a very gentle beast 


and of a good conscience’? 


Overture and Beginners 
What British composers wrote the following 
overtures: (а) Cockaigne, (b) Portsmouth 
Point, (c) The Children’s Overture? 
What modern play begins in the Garden of 
Eden and ends on a summer afternoon in tae 
year 31920 A.D.? 
Who was told by the King of Hearts to “Begin 
at the beginning and go on till you come to 
the end: then stop’? 
What eminent British composer celebrated 
his eightieth birthday this year? 
Who wrote the book on which Benjamin 
Britten’s opera Billy Budd is based? 


Peninsular and Oriental 
Who, according to Byron in Don Juan, ‘smiled 
Spain’s chivalry away’? 
In which centuries did the Ming Dynasty 
flourish in China? 
What city state, said Wordsworth, once held 
the gorgeous East in fee? 
Who wrote (a) The Spanish Farm, (b) The 
Spanish Tragedy, (c) The Bible in Spain? 
What are the populations, to the nearest 


. million, of Spain and Japan? 


61. 
62. 


63. 
64. 


Road and Rail 
Which is the largest railway station in Great 
Britain? 
What poet suggested that ‘the rolling English 
drunkard made the rolling English road’? 
What is the gauge used by British Railways? 
Between which termini do the following 
trains run: (a) The Irish Mail, (b) The Queen 
of Scots, (c) The Red Rose? 


66. 


67. 
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. How many members has the House cf 65. What road goes ‘by Ailort and by Morar to 


the sea’? 

Song and Dance 
Who sang (а) each song twice over, (b) the | 
sonz of the shirt, (c) songs of expectation? 
What Elizabethan statesman was known as 
‘the dancing Chancellor’ and for what 


: reeson? 


68. 
69. 


70. 


71. 


72. 


73- 


74- 


75- 


86. 
87. 


W:th what country is the seguidilla associated? 
Who asked ‘Will no one tell me what she 
sings?’? 
Wao composed the song cycle ‘Die Schöne 
Müllerin’? Я 

Stage and Screen 
What cities provided the backgrounds for the 
following films: (a) Bicycle Thieves, (b) The 
Third Man, (c) Odd Man Out? 
To which countries did the following drama- 
tists belong: (a) Maeterlinck, (b) Ibsen, (c) 
Strindberg? 
What correspondence between a dramatist 
and an actress, now both dead, was published 
for the first time in its entirety last month? 
Who played the name parts in the (original) 
films of (a) The Hunchback of Nótre Dame, 
(b) Robin Hood, (c) The Sheik? 
Ir. what revival did Katharine Hepburn 
appear in London earlier this year? 


Star and Garter 


. What is the motto of the Order of the 


Garter? 


. Who said, ‘There was a star danced, and 


under that was I born’? 


. What was the Court of Star Chamber? 
. What constellations contain the following 


stars: (а) Betelgeuse, (b) Sirius, (c) Aldebaran? 


. Eow far is the nearest star from the earth? 


Stone and Mortar 


. What are the five classic orders of arcbi- 


tecture? 


2. Whose masterpiece bears the inscription 


“51 monumentum requiris circumspice? ^ 


. Who designed the Cenotaph in Whitehall 
. What is a (а) triforium, (b) spandrel, 


clerestory? 


. What were the seven architectural wonders 


cf the ancient world? 


| The Thistle and The Ros 
Who asked ‘Stands Scotland where it dN? ' 
What English essayist tried all his life to like 


Scotsmen but was obliged to desist from the 
xperiment in despair? 


f 


| 


і 


+ 
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88. Who wrote, (a) England, My England, 
(6) England, Their England, (о) Tell 
England? 

89. 

* (8) the Union of Parliaments? 

go. What are the English quarter days and the 
Scottish term days? 


"Town and Gown 

91. What poet was sent down from Oxford for 
writing a pamphlet advocating atheism? 

. Who were the ‘University Wits’? 

. What were the five towns of Arnold Bennett's 
novels? 
. Which ten clubs in the Football League have 
the suffix ‘Town’? 

95. How many towns in England and Scotland 
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When was (a) the Union of the Crowns, 
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have a population of more than half a 
million? 


l The Wind and the Rain | 

96. What is the weather forecast if Candlemas be 
(a) dry and fair, (6) wet and foul? 

97. What schooner was wrecked in a hurricane. 
‘on the reef of Norman’s Woe’? 

98. Who suggested that – : 
‘Imperious Caesar, dead and turn'd to .clay,: 
: Might stop a hole to keep the wind away’? 

99. Who wrote (a) Gone With the Wind, (b) The. 
Wind in the Willows, (c) The Four Winds of 
Love? 

тоо. What are the twenty-six zones mentioned. 
daily in the wireless weather forecast for 
shipping? 


"WEEKLY NOTES 


Our Supplement 
It gives us pleasure to present to our readers with 


this issue a supplement in which the badges of. 


presidenis of district societies of the Institute are 
reproduced in colour at two-thirds of their actual 
size. 

Elsewhere in this issue we give brief details of the 
history and growth of the fourteen district societies, 
together with short descriptions of their presidential 
badges. 


Tax Collection and Evasion 


The appropriation accounts for 1951-52 of the 
Revenue Departments (Customs and Excise, Inland 
Revenue and Post Office) were published this week, 
with the report of the Comptroller and Auditor- 
General.* 

For the Inland Revenue all receipts exceeded the 
estimates, the main increase being in income-tax, 
which yielded £44 million (22 per cent) more than 
the estimate and £264 million (19 per cent) more than 
the previous year. Stamps were Гу million (12$ per 
cent) up on the estimate, while special contribution, 
at £277 million, was 78 per cent up on the estimate. 
'The total amount paid to the Exchequer by this 
> department was nearly £2,362 million. The amount of 
taxwputstanding at the end of the year and actually 
dug) was estimated at £88 million, the same as at the 
of the previous year. Nearly £24 million was 
“written off as irrecoverable during the year, some 
£68,000 less than the previous year, although the 
amount for income-tax is up by some £160,000. The 
campaigr. against fraud and evasion produced during 
the year 4,963 pecuniary settlements for a total of 


a£9,4747119, which included £2,446,205 in penalties. 


er 5o per cent of the inquiries were undertaken as 
* a result of local Inspectors’ examination .of returns 


1 H.M.S.O. is ба. 


9 À 


and accounts, and 17 per cent followed voluntary 
disclosure by the taxpayers. Of the settlements, 

238, totalling £3,391,774, were dealt with by the 
Inquiry Branch and involved fraud. The largest. 
settlement was for £425,000 for back duty and 
penalties in respect of undervaluation of stocks. 

In July 1951 the Inland Revenue instructed local: 
inspectors to adopt a modified procedure for settling 
back duty liabilities of small traders not liable to 
sur-tax. The aim is to reach a reasonably close 
estimate of past profits without meticulous detailed 
work and to secure the largest possible number of 
settlements in the shortest possible time. Under this 
procedure the Inspector can usually agree the settle- 
ment, including penalties, without reference to head 
office. This subject was referred to in a leading article 
entitled ‘Inland Revenue Organization’ in our issue 
of December 6th, 1952, at page 665. The statistics of ` 
settlements are as follows: 


Year ended, Number of Total charges. Penalties. 
March 31st cases raised included 
£ £ 
1952 4,963 9,473,119 2,446,205: 
1951 2,838 7,469,568 1,735,049 
1950 1,886 5,054,070 1,291,092 
1939 2,774 3,131,410 not known. 
The Next Budget 


The Association of British Chambers of Commerce: 
has made submissions to the Chancellor of the 
Exchequer about his next Budget. In a letter dated 
December roth, 1952, its president, Mr Harry Yates, 
stresses that in the general problem of solving the: 
country's financial troubles, cuts in productive costs 
are just as important, if not more so, in the Govern- 
ment's own expenditure as they are in industry. 
Government expenditure should be pruned, not only 
in administration itself, but also as regards social 


740 


services beyond those which the country can reason- 
ably afford. The letter points out to the Chancellor 
that high taxation on industry is itself a production 
cost which should be reduced, and this can be done 
only ky reducing Government expenditure. Assuming 
that this is done, the Association makes suggestions 
of the forms which tax reductions should take. The 
standard and reduced rates of income-tax should each 
be lowered. Business savings should be encouraged 
by several parallel methods: the first is to revoke the 
excess profits levy from its inception; the second is 
to remove the profits tax discrimination against 
distributed profits, since it is the undistributed profits 
which in fact bear the tax; the third is to permit the 
revalcrization of those assets on which depreciation 
is allowed and to permit traders the (irrevocable) 
option of charging stock consumption on the replace- 
ment cost basis. 

The Association recalls that it has already asked 
for fifteen of the fifty-seven Millard Tucker recom- 
mendations to be adopted without delay. It asks 
that these be included in the next Finance Bill, 
without waiting for the report of the Royal Com- 
mission. Other recommendations of the Association 
are the abolition of the assets basis of valuation, for 
estate duty purposes, of shares in private companies, 
a reduction in purchase tax rates — abolishing the 
tax for all goods other than private consumption 
goods, and a sixpence a gallon reduction in the duty 
on petrol, seeing that this also is mainly a tax on 
industry. 


Commonwealth Talks. 
The communique issued at the close of the Common- 


wealth Prime Ministers’ Conference last week received . 


a rather mixed reception. Those who liked the 
philosophy behind the statement were, on the whele, 
fulsome in praise of the conference's results. Those 
who looked for signs of substantial agreement (or 
disagreement, for that matter) on the several contro- 
versia] issues which were on the agenda, took a more 
sour view of the communique. 

The second school of thought pointed to the 
proposed establishment of a finance company to 
assist in the provision of funds for the development 
of the Commonwealth as the main immediate practical 
outcome of the conference. It is at least open to query, 
even in this case, as to how large a contribution such 
an organization can make towards the provision of 
finance to Empire countries. There is no doubt that 
with good management the company might provide an 
excellent service in ensuring that worth-while schemes 
were not by-passed; but the basic problem at this 
time is to find the finance. This country cannot 
increase its export of capital substantially in the 
immediate future and not even the most outstanding 
auspices, which the new set-up will undoubtedly 
have, will automatically get round that problem. The 
company will have to develop a technique for drawing 
into its orbit foreign capital and operating to some 
extent in the same field as the International Bank, 
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which has recently been working out some exceed- 
ingly interesting ‘co-partnership’ arrangements with 
overseas Governments and business interests. 

Co-operation with the International Bank and 
other organizations operating in the overseas capital , 
marke:s has been carefully and emphatically written 
into the objects of the new organization. 

Whatever may have been the varying reactions to 
the ccmmunique, the statement was very general, 
very friendly — and gave nothing away. 


Mr Butler’s Riposte 


The somewhat chilly reception accorded to the 
statement at the close of the Commonwealth Confer- 


ence (notably in the more urbane sections of the s” 


Press) brought a rapid rejoinder from the Chancellor / 
of the Exchequer. Speaking at the Canada Club at: 
the end of last week, the Chancellor declared that 
‘we can hold the position sufficiently long ahead іп' 
the ste-ling area with our reserves to enable us to 
take positive action and to take steps which will 
mean a more permanent or even lasting solution of 
the external financial problems of the sterling area’. 

From this it would seem that the references in the 
communique to the eventual convertibility of the 
pound should be taken to mean what they say and 
not as a formula of words for putting the issue on 
the shelf. To the criticism that there were only 
generzlities announced rather than plans, he retorted 
that the Commonwealth cannot publish details until 
there has been consultation with the United States 
and the countries of Western Europe. 

This is perfectly reasonable. It is, however, a great 
pity that such remarks were not written into the 
statement issued at the close of the Conference. . 
Those responsible for its preparations should have 
known full well that a vague announcement would 
evoke friendly scepticism. 


Wider November Trade Gap 


Provisional external trade figures for November 
reveal a. somewhat larger gap than in the previous 
month. It increased by Хто million to £45-7 million. 
Both exports and imports were lower than in October. 

Exports declined from {£230 million to £216 
million, but, since November had fewer working 
days zhan October, there was in fact a rise of 2 рег. 
cent in the daily rate of export. It can therefore be " 
said that the recent improvement in the rate of export 
has bzen carried on into November. It still remas 
noticeably lower, however, than the monthly avera: 
durinz the earlier part of this year, so that, con 
there has been a reversal of the disquieting downward 
trend in the third quarter of the year, all the lost 
grourd has not yet been made good. 

A decline of about £5 million in the size of the 
impo-t bill to £262 million puts it very close to~the : 
level running during the third quarter. So far thi$ 
year, the imports are running at £385 million less 
than for the same period of 1951. 


os 
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REVIEWS 


The Excess Profits Levy 
by Roy Borneman, Q.C., and 
Percy F. Hughes, A.S.A.A. 

(Taxation Publishing Co Ltd, London. 215. net) 
All those who are faced with the task of finding out 
whether a company is liable to excess profits levy, 
and computing the charge, can be grateful to Messrs 
Borneman and Hughes for producing so quickly 
such a compendious volume on the new tax. 

The authors have followed the method they 


“\\adopted in their book on profits tax and where it is 


relevant they have incorporated the text of that 
work, as for instance in their treatment of the 


-4 meaning of the word ‘business’, ordinary residence 


arid controlling interest. The numerous and con- 
fusing provisions of the Act have been ingeniously 
grouped in the form of chapters, so that the plan of 
the tax is made immediately clear. - 

Each individual section, or subsection, as appro- 
priate, is set out in bold type and either paraphrased 
or repeated in the text, together with many explana- 
tions. Then follow very clear examples — about 150 of 
them altogether - which add considerably to the 

_ book's utility. One omnibus example has an appendix 
to itself. There are a few small discrepancies, but 
none of them significant except perhaps the state- 
ment on page 43, that adjustments for capital issued 
or repaid are not made in the case of an alternative 
standard under Section 38 (4) (5) or 38 (4) (с). 


Profits Tax Manual 
by James S. Heaton, F.S.A.A. 
(Jordan & Sons Ltd, London. 20s net) 


This excellent book promises to establish itself as 
a leading work on profits tax. The author's qualifica- 
tions to write it are unquestioned and it is clear that 


~ he has gone to great trouble to give the reader the full 


benefit of his wide knowledge. Even double taxation 
relief has not been shirked although one could wish 
to find an even longer chapter on it. 


Rapid changes in the law have made two supple- 
ments necessary; both are bound up in the book, but 
only the first is covered by the index. The main text 
was ready before the 1951 Budget and is followed by 
the first supplement which purports to deal with the 
Finance Act, 1951, and in fact also deals with a number 
of reported cases, though up to what date is not 
stated. At the beginning of the book is a brief five- 
page summary of the Finance Act, 1952, changes. 
There is an unfortunate slip in this summary where 

“the author gives an example of repayment of a loan. 
He shows a net liability of £1,700 instead of £3,100, 
Ка apparently overlooked paragraph 2 (2) of the 
Seventh Schedule to the Finance Act, 1952. 


On page 96 appears the somewhat startling 


"= 


proposition that redemption of preference shares by 
a director-controlled company is a distribution. The 
authority quoted for this (Section 58 (3) of the 
Companies Act, 1948) deals, however, not with 
issued but with authorized capital and is directed 
only to saving capital stamp duty. On page 33 a 
negative has been omitted, with dire results on the 
accuracy of the text. 

We feel that some mention of the various extra- 
statutory concessions would have been helpful, 
particularly the one which was made statutory by 
the Finance Act, rgs2. Nevertheless, this should 
prove to be an invaluable work of reference. 


SHORTER NOTICES 


Tue Stock EXCHANGE OFFICIAL YEAR BOOK, 
1952, Vol. II. Editor in Chief: Sir Hewitt Skinner, 

Bart. (Thomas Skinner & Co (Publishers) Ltd, 

London. Parts I and II complete, £7 net; by post 
£7 2s 9d.) The second half of the 1952 issue of this 

invaluable standard work of reference now comprises 
the commercial, industrial, etc., and mines sections. 

Those dealing with financial trusts, land and property 
and investment trusts which previously appeared in 
Volume II are now included in Volume I, which was 
reviewed in our issue of May 24th last. Volume ПО 
also contains a comprehensive index to the whole 
work, references to each volume being distinguished 
by light and heavy types. 


REGISTER OF DEFUNCT AND OTHER COMPANIES, 1952. 
(Thomas Skinner & Co (Publishers) Ltd, London. 
£1 net.) This companion volume to The Stock 
Exchange Official Year Book contains the accumulating 
information of the demise or reconstruction of 
securities and companies which have been removed 
from that work; it is the only publication which 
records the effects of nationalization on the securities 
taken over. 


REGISTER OF SURVEYORS, LAND AGENTS, AUCTION- 
EERS AND EsTATE AGENTS, 1952. (Thomas Skinner & 
Co (Publishers) Ltd, London. £2 post free.) The 
1952 edition of this comprehensive year-book gives 
detailed information on four professional institutions: 
The Royal Institution of Chartered Surveyors, The 
Land Agents’ Society, The Chartered Auctioneers’ 
and Estate Agents’ Institute, and The Incorporated 
Society of Auctioneers and Landed Property Agents. 
These four institutions preserve a separate identity 
and outlook but sustain a close contact for the main- 
tenance of a high standard of professional ethics, and 
their corporate membership, numbering some 23,000, 
is consolidated in the year-book into a combined 
register. Other features of the book are the historical 
details of the formation and development of the 
institutions, and a town register which collates, under 
towns or districts in which they practise, the names of 
partners and their firms. | 
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FINANCE AND COMMERCE 


With the results of the Commonwealth Conference 
of such long-term character the stock market has 
become mainly concerned with its immediate prob- 
lems. These have mostly turned on the new issue 
market, in which investment funds have been tied 
up to the detrimeat of general conditions elsewhere. 
Business as a whole remains small. 


Orittall Change 


Preference for any particular balance sheet form is 
largely a matter of individual choice. What is easy 
to read for one-person is confusing to another. It is 
very much a queszion of what one is used to and we 
remember the Ccurtauld’s shareholder a few years 
ago who proposec that shareholders should not pass 
the accounts until the directors issued a proper 
balance sheet with assets on one side and liabiiities 
on the other. That was when Courtaulds published 
a single-column account for the first time. 

Something of the sort may have prompted the Board 
of the Crittall Manufacturing Co Ltd to revert this 
year to the double-sided form after having published 
the figures in single column, for the past four years, 
showing net assets representing capital and reserves. 

Our reprint о: the accounts does not do full 
justice to the new form. The type in the original is 
big, bold and clear, and each balance sheet covers 
two quarto pages. Narrative has been reduced to 
the barest possible minimum; there is hardly a super- 
fluous word. All detail is confined to separate notes. 
The result, in our opinion, is a.definite improvement, 
and the accounts will be more easily read by the 
majority of the ccmpany's shareholders. 

A nine-year comparison of results completes the 
publication. This shows that since 1944 employed 
capital has increased from £2,971,726 to £4,669,417, 
net profits have лзеп from £161,539 to £293,253, 
and net ordinary distribution from £32,292 to 
594,437. There is also an illustrated _ brochure 
showing ‘Crittall windows at home and abroad’. 


Joshua Tetley 

Lest we be accused of undue favouritism we have 
tried not to bring up the subject of the Joshua Tetley 
accounts this year. We have commented very favour- 
ably on them in the past two years and last January, 

in The Accountant of the roth and 26th of that 
month, reprinted in full the accounts and the accom- 
panying statements. 

We have had the September 1952 accounts in our 
hands for some time now — the accounts are in fact 
dated November sth only five weeks after the end of 
the financial year – but the more we have tried not 
to take them for granted the more we have rezlized 
that their completeness and the way in which they 
give a direct view of the company's operations from 
start to finish is equalled by very few if any other 
public company accounts here. 


Just one example may suffice. To increase net 
profits after taxation from £192,924 to £193,630 in 
the year under review the company had to increase 
the gross value of its sales from £5,840,319 to 
£6,284,857. How many shareholders in public com- 
panies can trace at a glance plainly and precisely 
every step in their company's earnings from gross 
turnover to net profit? Very few. 

As we have pointed out before the Joshua Tetley 
accounts introduce no new fashion. But with the five- 
year trading account, the analysis of the financial 
position and other statements added to the accounts, , 
shareholders can see right into the business. 


Future Tax 


Регана of allocations against future income-tax. 
in acquired companies is a subject on which opinion 
is divided. It is particularly interesting to see, 
therefore, in the first accounts of the British Motor 
Corporation Ltd, the directors stating that while ‘a 
result of the acquisition is that the reserves and 
undivided profits accrued up to March 31st, 1952, 
in the accounts of Austin and Morris and their 
subsidiaries become capital reserves in the con- 
solidated accounts of the company’, they ‘are advised, 
however, that the amounts set aside by those com- ' 
panies up to March 31st, 1952, in respect of future 
income-tax, are available to be used for that purpose'. 

In the consolidated accounts ‘Estimated income- 
tax 1953-54 totals £5,460,873 of which £3,345,654 
is the amount set aside by subsidiaries up to March 
31st, 1952, with £2,115,219 due on profits for the 
four months' operation by the Corporation to July 
3185, 1952. 

The Corporation acquired the whole of the issued 
capital of Austin and Morris in exchange for its own 
issued share capital of £14,067,486. Group capital 
reserves total £22,401,604, of which /21,653,865 is 
in share premium account, the amount being calcu- · 
lated by reference to the market value of the ordinary’. 
shares and stock of Austin and Morris on March 
31st, less preliminary expenses. The balance of 
£747,739 is in general capital reserve which is the 
excess of net assets in the books of the subsidiaries 
at March 31st over the issued capital and share 
premium account of the company. Revenue resepyes 
total £1,413,526, being largely the profit and loss 
account balance. The directors propose to capitalize 
£19,305,439 of the share premium account. - 


Money Market 


Treasury bill applications on December 12th totalled 
£326,590,000. The market lowered the bid to 
£99 75 11d and obtained about 71 per cent of require- 
ments. The average discount rate hardened" slightly 
to £2 85 3-62d per cent. This week's offer is гран» 
tained at £260 million. There has been а slightly 
firmer tendency in money rates generally. 


~ 
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THE CRITTALL MANUFACTURING CO LTD 
Balance Sheet as at August 3136, 1952 
1951 Authorized Issued 1951 
Е £ £ £ £ £ 
T Capital Fixed Assets — see Note 1 
` 750,000 5$ per cent First Cumulative Preference Freehold and Leasehold Land and Build- 
. tock .. a.. 750,000 750,000 1,278,870 ings we АА ga a .. 1,278,919 
7 per cent Second Cumulative Preference Plant, Machinery, Furniture and Motor 
500,000 — Stock .. .. 500,000 500,000 626,570 Vehicles x ЊЕ .. $656,906 
1,250,000 Ordinary Stock and Shares of 5; each .. 31,750,000 1,250,000 10,068 Leasehold Redemption Policy es vs 11,164 
2,500,000 3,000,000 2,500,000 97,891 Loose Tools and Equipment .. 4 97,891 
PEN fae 2,013,499 2,044,880 
Capital Reserve 
463,289 Share Premium Account Е =e 463,289 115,314 Subsidiary. Sompanles | m we 122,351 
Revenue Reserves — Current Accounts is we D 17,603 
500,000 General 600,000 
, is + rt "s ' 115,314 139,954 
225,000 Plant Replacement. e 225,000 Deduct Provision In respect of Shares 
~ 183,305 Unappropriated Prefits .. .. — .. 209,073 114,371 іп Fenestra-CrittaliA.G. .. — .. 114,371 
~ 908,305 1,034,073 943 25,583 
Trade Investments — see Note 5 
e 277,973 Future income Tax 466,888 Shares in and Loans to Associated Com- 
9 7—— 212,268 panies .. a «s is és 286,485 
"_____. Current Liabilities and Provisions Current Assets 
397,504' Creditors .. .. - 435813 938,243 Stock-in-trade and Work In Progress .. 1,045,865 
833 Amount due to a Subsidiary Company 833 1,263,223 Debtors .. ЕБ 14 2 .. 1,479,942 
191,682 Taxation .. . m +» 288,481 Investments Quoted ае value 
Praposed Final Ordinary Dividend and 188,073 £292,352 – £216,195) .. А ae 283,637 
32812 ^ Bonus less Income-tax,. — .. .. 65,625 231,426 Cash ас-Вапк and In Hand — ..  .. 150,577 
75,277 Provislon for Pension Schemes .. së 61,967 ———— —— 
pesar ——— 2,620,965 2,960,021 
698,108 852,719 —— We RENTAL 
: 1. Ё. CRITTALL } Directors. 
£4,847,675 £5,316,969 £4,847,675 £5,316,969 
nd 
THE GRITTAEE MANUFACTURING CO;LTD AND SUBSIDIARY COMPANIES 
Consolidated Balance Sheet as at August 3156, 1952 
195] 1951 
£ £ £ £ £ £ 
Issued Capital of the Crittall Fixed Assets — see Note | 
Manufacturing Co Ltd Freehold and Leasehold Land and Build- 
5} per cent First Cumulative Preference 1,323,272 ings ws vs vs 2:4 .. 1,346,546 
750,000 Stock .. — .. 750,000 Plant, Machinery, Furniture and Motor 
7 per cent Second Cumulative Preference 657,067 Vehicles Р и. 703,046 
500,000 — Stock .. DE 500,000 10,068 Leasehold Redemption Policy .. — .. 11,164 
1,250,000 Ordinary Stock in units of 5s each "e. 1,250,000 101,457 Loose Tools and Equipment... .. 103,573 
2,506,000 2,500,000 2,091,864 2,164,329 
Capital Reserves 
463,289 Share Premium Account P 463,289 
Surplus arising on consolldation of Sub- Trade investments 
114,371 sidiary Companies... ee ie 121,337 Shares in and Loans to Associated Com- 
о — . . 212,289 panies .. .. ES sa oe 286,506 
7C — S77,660 584,626 ——— 
Revenue Reserves 
500,000 General .. zs oe vs ks 600,000 Current Assets E 
225,000 Plant Replacement n MM .. 225,000 995,807 Stock-in-trade and Work in Progress .. 1,176,542 
183,051  Unzppropriated Profits .. .. +. 246,589 eiii ране таи ен ad- 
| 908,051 1,071,589 НЕР +) nent on contracts £111,510 
i - interest of Minority Shareholders 1,312,671 Debtors .. oe .. .. .. 1,572,464 
| — in a Subsidiary Company .. m 47,724 Investments Quoted (market value 
i У Й 188,073 — £292,352 - £216,195) . v» .. 283,637 
2779/3 Future income-tax .. .. .. 466,888 26969 Cash at Bankand In Hand — .. —.. 228770 
= Current Liabilities and Provisions 
503,659 Creditors... 0. 0... 570,390 276028 ав 
— Bank Overdraft .. E es Vu 1,647 
195,041 Taxation .. а .. 341,792 
Proposed Final Ordinary Dividend and 
32,812 Bonus less Income-tax.. ee HS 65,625 
е; 75,277 Provision for Pension Schemes .. s 61,967 
806,789 . 1,041,421 
v 
ML CR OMS — Jemen RUE 
£5,070,473 £5,712,248 — £5,070,473 £5,712,248- 





P 














(Notes not reproduced. ~ Editor) 
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THE CRITTALL MANUFACTURING. CO LTD 
Consolidated Profit and Loss and Appropriation Acccunts for the year ended August 3lst, 1952 
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isi Consolidated Profit and Loss Account 
È £ 
494,535 Trading Profit for the Year 818,779 
oe charging 
Depreciation and Amortis- : 
ation of Buildings, Plant 
105,617 and Machinery š 133,902 
1, Auditors’ Remuneration 2,017 
1,523 Interest.. . E 2,068 
£108,788 £137,987 
50,056 Dividends from Trade Investments .. 33,043 
3,990 Income from Quoted Investments .. .. Па! 
54,046 44,524 
545,581 Profit for the year before Taxation 863,303 
Taxation payable on Profit for the Year- 
estimated United Kingdom 
— Excess Profits Levy ` 62,250 
113,953 Profits Tax N с $4 .. [16,127 
211,443 Income-tax  .. ss s vx .. 351,700 
3,359 Foreign Taxes .. Qa . 39,973 
325,755 370,050 
219,826 : 293,253 
Less Proportion of Net Profit attributable to 
— . Minority Shareholders — .. € 12,438 
———— Net Consolidated Profit for the year carried to —— 
£215,826 Appropriation Account (see opposite) £280,815 


CORRESPONDENCE 





Appropriation Account 
































1551 Р $ 
219,826 Net Consolidated Profit 280,815 
2.319 Less Retained by Subsidiary Companies 16,579 
Net Profit of The Crittall Manufacturing Co 2 
217,507 Led 264,236 
Add Unappropriated Profi ts brought forward 
176.109 from the previous year  .. 183,305 
16.298 Profit on realization of Investments vs — 
192,407 183,305 
409,914 447,541 
Transfers to Revenue Reserves | 
100.000 Plant replacement 45 == 
— General а . 100,000 
20,000 Future Income-tax | — 
Ренин a 
120,000 100,000 
289,914 347,541 
Dividends Paid and Proposed less Income-tax 
22172 5$ per cent First Cumulative Preference Stock 21,656 Р 
7 рег cent Second Cumulative Preference 
18613 Stock .. e 18,375 
32812 Interim Ordinary Dividend of 5 per cent .. 32,812 
Proposed Final Ordinary Dividend of 5 per 
32512 сеп and Bonus of 5 рег cent for the year,. 65,625 
106,609 138,468 
— —— Unappropriated Profits of The Crittall Manu- ————— 
£183 205 facturing Co Ltd 5 m oe £209,073 


Letters must be authenticated by the name and address of the writer, not necessarily for publication, 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed, 


Excess Profits Levy 


Sm, - In your leading article, "Phe Finance Act, 
1952 - XXP, in your issue of November 29th, you 
state that the minimum standard is withheld from a 
company formed after 1951 if it was under common 
control with another company at any time during the 
chargeable accounting period. You also refer to the 
demand for moribund companies formed before 
1952, the implication being that companies forming 
a group before 1952 may claim the minimum standard. 


1 should be glad of your readers’ views on this 


question of minimum standard in relation to groups 
of companies formed before 1952, and whether each 
company may claim £5,000 or must an apportionment 
be made between all companies forming the group. 


Yours faithfully, 
I. A. WALLACE. 


[It is important to distinguish between (a) companies 
under common control and (b) a group of companies. 
Companies within (а) are not necessarily within (5). 
Pre-1952 companies are not precluded from claiming 
individual minimum standards by reason only of 
the fact that they are under common controi; the 
implication in the article goes no further than that. If 
they form a group as defined in the Act, i.e., generally 
speaking, if the subsidiaries are 75 per cent sub- 
sidiarIes, a great many special rules apply to them, not 
merely in relation to the minimum standard. Groups 
are a subject in themselves and will be so dealt with 


Hove, Sussex. 


in due course, but we may say in passing that paragraph 
8 (3) of the Twelfth Schedule to the Act provides for 
the apportionment of a single minimum standard 


among the members of a group, whenever formed. – 
Editor.] 


Audit: Bank Statement 


Sır, ~ In the past our auditors have checked the 
bank pass-book or sheets with the records and 
obtained a certificate of the balance. 

Jn addition to this, the auditors now demand that + 
the bank sheets, for fifteen days before and after the 
end of the financial year, be sent from the bank to 
thera. 

Js this sense or nonsense? 

Yours faithfully, 
AMUSED. 


The Inspector of Taxes Interrogates: 
A Man with a Tail to Wag * 


Sir, -I do wish to express my sincere thanks to 
colleagues in the profession and to members of the 
Inland Revenue Department who, personally or by 
letter, have expressed their interest in my articles , 
enti-led “The Inspector of Taxes Interrogates' which 
appear in The Accountant from time to time. I also 
thank the Editor of The Accountant for agreeing to 
requests from editors of other periodicals for the 
reproduction of these articles. 
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One of these my friends felt he owed me one good 
story (that is how he put itl). The story — which he told 
me with a chuckle and his tongue in his cheek – 


4. would just not lie down. 


- 


- Here it is: : 

‘Hoarder was being interviewed as to his back 
duty. He possessed a large Post Office savings bank 
account which had now reached its maximum. Also, 
he had buried £2,000 ir: a tin box in the garden, and 
sat his Alsatian dog on top to guard the money. 
Two years later he bouzht a car. 

“Һу”, asks the Inspector of Taxes, “ій you 
withdraw money frem the Post Office account to 
buy the car when your money was earning interest? 
Why did you not take the money out of the tin box 
in the garden?" Hoarder hesitates – he has managed 
his replies all right so far. Then — and he takes the 
plunge: “You see, Inspector...1...Idid not want 

to disturb the dog!” " 
Ycurs faithfully, 
WILFRED TULLETT. 


Evesham, Worcestershire. 


Ex Gratia Allowances 


Sir, – I have recently been dealing with a case where 
a farmer has had part cf his farm requisitioned by the 
Ministry of Works for open-cast coal purposes. A 
rental compensation is paid by the Ministry of 
Works for the land and has been included in the farm 
accounts each year. (Schedule D, Case I.) 

However, as from January 1st, 1949, an ex gratia 
allowance has been paid by the Ministry of Works in 
addition to the normal rental compensation. This 
allowance is equal to the amount of the rental com- 
pensation, but is always specifically identified 
separately as an ‘ex gratia allowance’. Both sums 
are received on the same dates and cover identical 
periods. 

The agreement covering the ex gratia allowance is 
drafted thus: 


AGREEMENT BETWEEN ‘JOHN SMITH’ AND THE 
MINISTRY OF AGRICULTURE AND FISHERIES 


‘In consideration of the payment to me by the 
Ministry of Works, acting on behalf of the Minister 
of Fuel and Power, et the rate of £x a year for that 
part of my farm known as y in the County of 
, requisitioned for open-cast coal mining, I, 
“John Smith” hereby agree that I will continue to 
hold and use for agricultural purposes the residue of 





. my farm which is not required for open-cast coal 


“mining and that I will cultivate it to the satisfaction 
of the Minister of Agriculture and Fisheries.’ 


Are the ex gratia allowances taxable? If so, on 
what grounds and under which schedule? ' 


Yours faithfully, 
ORB. 
"The ex gratia annual payment made in consideration 


of the recipient's carrying out certain acts at least falls 
within Case VI of Schedule D as an annual profit or 


s 
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gain, if it does not fall within some other case. If the 
recipient is the ‘occupier’, in the Schedule A sense, of 
the land used for open-cast coal, the payment is 
brought specifically within Case VI by S. 179, Income 
'Tax Act, 1952. It is also arguable that the payment is 
in fact a receipt of the farming business and therefore 
taxable under Case I. This is the most advantageous 
treatment since it necessarily involves earned income 
relief. (See Section 525 (1) (c).) — Editor.] 


Profits Tax Distribution Charge 


Sir, - Correspondence in The Accountant and the 
financial Press and statements made by chairmen of 
companies have shown the divergence of opinion as 
to the effect of present taxation. 

Bearing in mind the fact that funds used to meet 
the liabilities for profits tax and excess profits levy 
reduce the funds available for the payment of 
dividend, it follows that the full profits of a year can 
never be distributed; is it not a fact, therefore, that 
in cases where the funds remaining after the payment 
of these two taxes have been fully distributed, any 
future distribution charge, whether in a subsequent 
accounting period or on liquidation, can only arise 
from dividends paid out of profits earned prior to the 
introduction of these taxes or, possibly on aliquidation, 
out of funds available from capital profits? 

In other words and for the moment ignoring the 
question of capital profits, a company without 
reserve wil have no funds available for further 
dividends and will consequently suffer no distribution 
charge, whilst a company with reserves, which pays 
dividends which it can only possibly do out of such 
reserves will be liable to the additional 20 per cent. 
It would seem, therefore, that profits earned before 
the introduction of profits tax become subject 
thereto. 

And, whilst on this subject, has not the time 
arrived when some guidance should be given to the 
profession in regard to the contingent liability 
which may arise out of future ‘distribution charges’? 
The rate of profits tax is 224 per cent and the 
temporary relief of 20 per cent is liable to be with- 
drawn according to circumstances which admittedly 
cannot be foreseen; is that sufficient justification for 
non-disclosure? Does the balance sheet correctly 
show a fair view of the state of the company’s 
affairs? 

Yours faithfully, 


Northwood, Middx. T. F. LERMIT. 
[This subject was discussed in our correspondence 
columns in our issue of March 29th last at pages 332-3. 
While we do not think that profits earned prior to 1947 
are subject, as such, to distribution charge, it is 
certainly true that dividends which are possible only 
because of the existence of those earlier profits have 
the result of making subsequent profits bear the full 
rate of profits tax. À similar phenomenon occurs 
when capital profits, not taxable in themselves, are 
distributed in dividends. (See C.LR. v. Bell & 
Nicolson Ltd ([1952] 31 A.T.C. 57).) ~ Editor.] 
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TAXATION CASES 


Full reports of the cases summarized in this column wil: be published, with Notes on the Judgments, 
in Annotated Tax Cases. 


In re Wright | 
In the High Court of Justice (Chancery Division) 
October and, 1952 
(Before Mr Justice DANCKWERTS) 
Income-tax – Annuity – ‘Net income of [то per week’ — 
Whether annuity free of income-tax. 

The testator who died in 1949 directed his trustees 
to set aside a sum sufficient to produce ‘a net income 
of {10 per week’, and to pay ‘such income’ to a 
named person during her life or until she should 
marry. If she married, ‘such income’ was to be 
reduced to £2 xos a week. After the death ог the 
anruitant the sum in question was to fall into 
residue, and after her marriage that part of the sum 
not required to provide ‘the said income of £2 10s 
per week’ was to fall into residue. 

The trustees took out a summons to determine 
whether the sum to be set aside for this purpose 
ought to be sufficient to produce an income of {10 
a week before deduction of income-tax at the standard 
rate, or after deduction at that rate. 

Held, that the annuity was not free of income-tax, 
апа that, therefore, the sum to be set aside to answer 
the annuity should be a sum sufficient to provide 
£10 a week before deduction of income-tax. 


Attorney-General for Ceylon v. Mackie's 
Executors 


In the Privy Council 
October 6th, 1952 


(Before Viscount Simon, Lord Normanp, Lord 


~ 


Мовтом or Henryton, Lord Кер and Sir LIONEL 


LEACH) 
Estate duty – Valuation – Shares in company – Method 
of Valuation — Ceylon Estate Duty Ordinance, 1938, 
Section 20 (1). 

The deceased held 9,201 preference shares, and all 
the management shares, in a company incorporated 
in Ceylon. The issued capital consisted of 19,800 
cumulative- preference shares carrying a dividend of 
8 per cent and 5,000 management shares. The business 
of the company was that of a dealer in rubber and from 
the date of its incorporation up to 1940 the profits and 
losses of the company fluctuated. Considerable profits 
were made in 1939 and 1940. The deceased died in 
the latter year, and at that time, owing to war con- 
ditions, the future of the rubber trade was uncertain 
and it was difficult to find persons willing to invest 
large sums of money in speculating in rubber. 

Ey Section 20 (1) of the Ceylon Estate Duty 
Ordinance, 1938, the value of any property for estate 
duty purposes has to be estimated at the price which 
such property would fetch if sold in the open market 
at the time of the death of the deceased, and the 


dispute in the case was as to the method of valuing 
the management shares in the company. The appellant 
contended that the valuation should be made either 
(а) £y ascertaining the average profits of the company 
over the four and two-third years immediately 
preceding the death of the deceased, and capitalizing 
the resulting figure at 15 per cent, or (b) by ascertain- 
ing = weighted average of the profits of the five years 
immediately preceding the date of the death, and 
cap-talizing the figure at 16 per cent. If the former ' 
method were adopted, a sum representing an 8 per 
cen: dividend on the preference shares would be 
deducted in computing the average, but nothing would 
be deducted for reserves or for taxation. If the second 
method were adopted, income-tax would be deducted 
for each of the five years as well as an 8 per cent 
dividend and an appropriation to reserve. The 
respondents contended that the value of the shares 
should be ascertained by estimating the net value of 
the company's assets at the date of death after provid- 
ing for the value of the preference shares. The 
Supreme Court of Ceylon decided that the latter 
method was the correct one. 

Feld, that as the profits and losses of the business 
had fluctuated considerably, and as general business 
conditions had been disrupted by the war, no 
calculation based on past profits would have given, 
n 2940, a true figure of the average maintainable 
proüt; and that, therefore, the value of the shares 
should be estimated on the basis of the value of the 
company’s tangible assets. 


Newsom v. Robertson 


In the Court of Appeal 

October 13th, 1952 
(Before Lord Justice SomERVELL, Lord Justice 
DENNING and Lord Justice ROMER) 
Inccme-tax — Profession — Barrister — Profession 
exercised partly in London and partly at home - 
Expenses of travelling between London and house — 
Whether deductible — Income Tax Act, 1918, Schedule 
D, Cases I and II, Rule 3 (now Income Tax Act, 1952, 
Section 137) — Income Tax Act, 1918, Schedule» E, 
Rule 9 (now Income Tax Act, 1952, Schedule IX, 
paragraph 7). 

The appellant, a barrister with chambers in" 
Linzoln’s Inn, lived outside London, and had a study 
in his house, where he kept a set of law reports and 
number of text-books, and in respect of which he 
received a ‘study allowance’ under Section 137 (c) of 
the Income Tax Act, 1952. The appellant exercised 
his profession partly at his chambers in London and 
partly at his house. = 

Turing term time the greater part of the appellant’s 
work was carried on at his chambers, but he did a 


А 
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considerable amount of work in the evenings at his 
home, and he also worked there in the week-ends. 
In vacations he did most of his work at home. 
Sometimes, if he had engagements elsewhere than in 
London, he would go to them from his home and not 
from his chambers. 

The appellant claimed to be entitled to deduct the 
amount of his travelling expenses between London 
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and his house in computing the amount of his income 
for tax purposes. The Special Commissioners decided. 
that the expenses incurred during term time were not 
deductible; but that those incurred during vacations 
were allowable, because at those times the base of 
the appellant’s work was his house. 

Held (affirming the judgment of Mr Justice 
Danckwerts), that none of the expenses was deductible. 


ANSWERS TO CHRISTMAS QUESTIONS 


The questions appear elsewhere in this issue 


m 


. Missouri-Mississippi (Gulf of Mexico), Amazon 
(Atlantic), Nile (Mediterranean) and Yangtse 
(North Pacific). | 

2. ‘One crowded hour of glorious life 

Is worth an age without a name.’ f 

3. She started one day in the relative way and came 

back the previous night. 

4. William Wordsworth. 

5. He was murdered by his wife Clytemnestra. 

6. The Kingston Cotton Mill Co Ltd. The Account- 
ant L.R. (1896), 77. 

7. The Romans thought that Sirius, the dog-star, 
which arose with the sun during the period from 
July 3rd to August 11th added to the prevailing 

eat. 

8. (а) An American duck with back feathers the 
colour of canvas; (b) a spoonbill duck; (c) a small 
phosphorescent gelatinous fish found at the 
surface of the salt waters of Bengal and Burma. 

g. A mixture of gin and beer. 

10. Montmorency. 

11. The nightingale's. 

12. Augustus, Tiberius, Caligula, Claudius and Nero. 

13. Jack Point in The Yeoman of the Guard. 

· (а) As You Like It; (b) Loves Labour Lost; 
(c) The Tempest. 

15. James I by Henry IV of France. 

. ‘Play up! Play up! and play the game! —Sir 
Henry Newbolt. 

. Attributed to Herbert Spencer. 

18. Melbourne, Australia. 

. "А clear fire, a clean hearth, and the rigour of 
the game.’ — Charles Lamb. 

. À spectator who looks over one's shoulder at a 
card game and gives (unwanted) advice. 

21. The Pirates of Penzance. Е 

. They were sent to hear sermons from mystical 
Germans who preached from ten till four. 

23. Marco and Giuseppe in The Gondoliers. 

. Jolanthe. | 

. Patience. 

. Robespierre. 

. Marseilles and Lyons. i 

. It is an abbreviation of the Dutch word ‘geneva’. 

. S'en aller (ог ‘filer’) à l'anglaise. 

. A large gin, the juice of a whole lemon and two 
teaspoonfuls of syrup, all mixed and stirred. 

31. Fránz Lehár. 


32. Bernard Shaw. 

33. Captain Flint. ‘Pieces of eight.’ 

34. (а) Kenneth Grahame; (b) Sir James Frazer; 
(c) Henry James. 


. £2. 

. Under the Greenwood Tree. 

. Sir Isaac Newton. 

. Christmas and Lenten roses, the Christmas 
variety being white. 

. Princess Alexandra, daughter of the Duchess of 
Kent. ` 

. To direct the Christmas revels of their feudal 
lords’ establishments. 

.H. H. Asquith, D. Lloyd George, A. Bonar 

Law, S. Baldwin (three times) and Ramsay 

MacDonald (twice). 

625. 

. Sinister and dexter. 

. Arranging statistics of election results so as to 
make them appear other than they actually are. 

- Disraeli. 

. The White King’s in Through the Looking-Glass. 

. A literary lady whom Mr Pickwick met at 
Eatenswill. 

. St Jerome. He is said once to have extracted a 
thorn from the paw of a lion and so became the 
friend of the whole species. 

. Drinking cups made from it were reputed to be 
a preventive of poisoning. . 

. That played by Snug in A Midsummer Night’s 
Dream. ` 

51. (a) Elgar; (b) William Walton; (c) Roger Quilter. 

. Bernard Shaw’s Back to Methuselah. 

53- The white rabbit in Alice in Wonderland. 

. Vaughan Williams. 

. Herman Melville. 

. Cervantes by writing Don Quixote. 

. Mid-fourteenth to mid-seventeenth. 

. Venice. : 

. (а) R. H. Mottram; (6) Thomas Куд; (c) George 
Borrow. 

. Spain 28 million; Japan 83 million. 

61. Waterloo, London. 

. G. K. Chesterton. 

. 4 ft. 81 in. 

. (a) Euston and Holyhead; (6) Waverley (Edin- 
burgh) and King’s, Cross; (c) Lime Street (Liver- 
pool) and Euston. 
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65. The’ Road to the Isles. 

66. (а) The thrush in Browning’s poem ‘Home 
thoughts from Abroad’; (6) the sempstress in 

‘Hood’s poem “The Song of the Shirt’; (c) the 
pilgrim band in the hymn ‘Through the Night 
of Doubt and Sorrow’. 

67. Sir Christopher Hatton because his graceful 

. dancing at court brought him to the attention of 
Queen Elizabeth. 

68. Spain. 

69. Wordsworth on hearing a highland girl singing 
at her work. 

70. Schubert. 

71. (а) Rome; (b) Vienna; (c) Belfast. 

72. ʻa) Belgium; (b) Norway; (c) Sweden. 

73. That of Mrs Patrick Campbell and Bernard 
Shaw. 

74. (а) Lon Chaney; (b) Douglas Fairbanks; (с) 
Rudolph Valentino. 

75. The Millionairess, by Bernard Shaw. 

76. Honi soit qui mal y pense. 

77. Beatrice in Much Ado About Nothing. 

78. A committee instituted by Henry VII to enforce 
order in the land by curbing the power of the 
nobles. 

79. (a) Oxion; (b) Canis Major; (c) Taurus. 

80. 254 million million miles. 

81. Tuscan, Doric, Ionic, Corinthian and Composite. 

82. St Paul’s Cathedral, designed by Wren. 

83. Sir Edwin Lutyens. 

84. (a) The gallery, usually in the form of an arcade, 
above the arches of'a church nave and choir; 
(5) the space between the shoulders of adjoining 
arches; (c) the part of the wall of a cathedral or 
large church with a series of windows above aisle 
roofs. The three levels in ecclesiastical archi- 
tecture are arcade, triforium and clerestory. 

85. The Pyramids of Egypt, the Gardens of Semi- 
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ramis at Babylon, the statue of Zeus at Olympia, 
the Temple of Diana at Ephesus, the Mausoleum 
et Halicarnassus, the Colossus at Rhodes and the 
Pharos lighthouse at Alexandria. The Walls of , 
Babylon are sometimes substituted for the last. 

86. Macduff in Macbeth. 

87. Charles Lamb. | 

88. (2) D. H. Lawrence; (b) А. G. Macdonell; 
(с) Ernest Raymond. 

89. 1603; 1707. 

go. The English quatter days are Lady Day (March 
25th) Midsummer (June 24th) Michaelmas 
(September 29th) and Christmas (December 
25th) The Scottish term days are Candlemas 
(February 2nd), Whitsunday (May 15th), Lammas 
(August rst) and Martinmas (November 11th). 

91. Shelley. 

92. Shakespeare's fellow dramatists who had been to ` 
Oxford or Cambridge. “ 

93. Hanbridge, Bursley, Knype, Longshaw and 
'Turnhill. 

94. Huddersfield, Luton, Swansea, Northampton, 
Ipswich, Shrewsbury, Swindon, Grimsby, Hali- 
fax and Mansfield. | 

95. Six (excluding Greater London) – Birmingham, 
Glasgow, Leeds, Liverpool, Manchester and 
Shefheld. 

96. (а) ‘The half of winter’s to come and mair’; 
(2) "The half о’ winter's gane at Yule’. | 

97. The Hesperus. See Longfellow's poem. 

98. Hamlet. 

99. (а) Margaret Mitchell; (b) Kenneth Grahame; 
(c) Compton Mackenzie. 

тоо. Iceland, Faeroes, Fairisle, Cromarty, Forties, 
Forth, Tyne, Dogger, Humber, Heligoland, 
Thames, Dover, Wight, Portland, Plymouth, 
Sole, Biscay, Finisterre, Fastnet, Shannon, Lundy, 
Irish Sea, Malin, Rockall, Hebrides and Bailey. 


THE CHARTERED ACCOUNTANT 


STUDENTS’ SOCIETY OF LONDON 


. THIRTY-NINTH ANNUAL DINNER 


The thirty-ninth annual dinner of the Chartered 
Accountant Students’ Society of London was held at 
Grosvenor House, Park Lane, London, on Wednesday, 
December roth. Mr S. Harold Gillett, M.C., F.C.A., 
President of the Society, presided, and received about 
800 members and guests—a record attendance for 
this annual function. 

Among those present were Lord Rennell of Rodd, 
K.B.E., C.B., Sir Denys Lowson, Bart., Lord Mayor of 
London 1950-51, Mr T. B. Robson, M.B.E., M.A., 
F.C.A., President, T'he Institute of Chartered Account- 
ants in England and Wales, Mr C. Percy Barrowcliff, 
F.S.A.A., President, Society of Incorporated Account- 
ants and Auditors, The Rt. Hon. Lord Latham, J.P., 
F.A.C.C.A., President, Association of Certified and 
Corporate Accountants, Mr Thomas Lister, C.A., 


President, Association of Scottish Chartered Account- 
ants in London, and 
Mr J. R. W. Alexander, M.A., LL.B., F.C.LS. (President, 
Chartered Institute of Secretaries); Sir Harold M. Barton, 
F.C.A. (Vice-President of the Society; Mr D. L. Bateson, 
C.B.E, M.C. (President, Law Society); Professor W. Т. ~ 
Baxter, C.A., B.COM. (Professor of Accounting, University ‘of 
London); Messrs Edwin Bayliss (Chairman, London County 
Councit); Leslie Cork; Derek du Pré (Editor, ‘The Accountant’). 
Mr A. H, Ensor (President, Institute of Bankers); Sir 
Archibald Forbes, С.А. (President, Federation of British 
Industries); Messrs H. J. S. French, C.B.E., B.C.L. (Director, . 
London and Yorkshire Trust Lid); W. F. Gardner, ЕЛ.А. 
(President, Institute of Actuaries); M. С. J. Harvey, A.C.A. 
(Accoumant and Appointments Officer of the Institute); Sir? 
Russell Kettle, F.c.a. (Vice-President of the Society); Мт 
C. H. 5. Loveday, a.c.a. (an Assistant Secretary of the 
Institute’, 


s. 


2 


~ 
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Messrs Alan S. MacIver, M.C., В.А. (Secretary of the 
Institute); Brian Manning, D.L., J.P., F.C.A, (Vice-President 
of the Society); T. O, Mavcock (Prime Warden, Worshipful 
Company of Bashetmakers); John Myers, r.c.A.. (Vice- 
President of the Society; Н. Routh, вслл. (President, 
Chartered Insurance Institute); L. J. Williams (Joint General 
"Manager, National Provincial Bank); R. Bruce Wycherley, 
m А Dx .L.S. eens Director, Abbey National Building 

‘octety 


A Moral for Students 
The asset of being iable to present something properly 
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challenge the alleged Scottish monopoly. I am glad to say 
that there does not seem to be any serious reason for 


` despondency on our part. (Laughter and applause.) 


is probably the most valuable of all the ideas taught to ' 


chartered accountant students, declared Lord Rennell 
of Rodd, K.B.E., C.B., M.A., D.I, when he proposed the 
toast of “The Students’ Society". He continued 

"Keep before your! minds when you study the text-books 
on which you have to pass your exams. that you must have 
some knowledge of the way in which people live. Remember, 
you are in a liberal profession.’ 

Liberal professions, he added, were those in which 
the members were individuals and included the 
professions of lawyer and doctor. Accountancy was the 
newest of these. |. 

*You are like doctors, "hose main duty is not to cure 
people who are sick ,| but to see that people do not get ill.’ 


Lord Rennell said he would like to see thè papers 


set by the Institute and related organizations place . 


more emphasis on general knowledge, on world 
problems. i : 


Facilities ' Offered by the Society 
Replying to the toast, Mr J. M. Watson, A.C.A., 
Chairman of the; Committee, regretted that the 
articled clerk of today was faced with examinations of 
increasing complexity "which dominated his whole 


outlook, for he was,in danger of withdrawing from the" 


wider professional ifield or from activities which had 
no bearing whatever on his work. He continued 


‘Whilst it is regrettable that many articled clerks fail to 
take full advantage of the facilities offered, they have only 
themselves to blame for the loss that they suffer. The society 
is there to be used by each generation of articled clerks, who 
should be encouraged from as early as possible to go and 


find out for themselves an art they will have to practise for 


the rest of their lives)’ 


The toast to "The Visitors! was proposed by Mr T. B. 
Robson, M.B.E., M.A., F.C.A., President of The Institute of 
Chartered Accountants in England and Wales. 

In the course of his speech he referred to the 
important part in civic life played by the City Livery 
Companies, of which there were members present. 

‘They remind us’, he said, ‘that out own Institute’s ; system. 
of apprenticeship for articled pupils and its supervision of 
professional conduct, are not so very different from the 
practices of the medieval guilds in regard to these matters.’ 


The English and Scottish Institutes 


Mr Robson continued by quoting from ‘an article 
in last Sunday’s issue of one of our highly respected 
newspapers’ where it was said of the Scottish Institute 
that 

‘there are 5,000 Scottish ckartered accountants in the world 
and that- 1 now quote—“Scotland . has almost a 
monopoly of making up the world’s balance sheets and by 
this means of getting to the seats of power". This gave me 


* a.shock, for apparently the membership of our own Institute 


was of no size or importance. I hastened to Moorgate Place 
to ask what we were doing to expand our membership and 


‘We have already 17,000 members in the English Insti- 
tute and not far short of 8,000 students. If, therefore, any 
of our visitors inferred from the newspaper article that we 
must be dead, I commend to him Mark Twain’s comment 
on the premature newspaper announcement of his own death 


. and would state that the tragedy of our position has been 


somewhat exaggerated. I would also reassure Mr Lister 
and Sir Archibald Forbes by saying that relations with our 
fellow. chartered accountants of Scotland continue to be 
most cordial. We have no intention of asking. the Monopolies 
Commission to investigate their activities.’ (Loud laughter.) 


Finally, Mr Robson paid a warm tribute to the 
officials of the Institute, who gave immense assistance 


: to the Society. This was received with enthusiasm. 


: Members! Enthusiasm 


The Chairman of the London County Council, 


-the word "account" 


Mr Edwin Bayliss, declared, in replying to the toast, 

*It is not the task of the accountant to seek the front page 
of the popular Press, or to indulge in oratory, or try his 
hand at ingratiating appearances on the television screen. 
Rather his duty is to be a recording angel; set forth the 
records accurately and be sure the accounts for which they 
are responsible set forth a true and up-to-date story.' 

On the conclusion of Mr Bayliss’ speech, the 
President, Mr S. Harold Gillett, M.C., ¥.C.A., proposed 
his health and thanked him for speaking in spite of 
laryngitis. 

In a second reply to the toast of "The Visitors' А 
Mr D. L. Bateson, c.B.z., M.C., President of the Law 
Society, told members: 

"Your main function from my point of view, and that of 
the public, is to prepare accounts and deal with the prob- 
lems which arise fron accounts. I believe the meaning of 
“a history, or story”, but a story 
told in figures and tending sometimes to become a fairy 


„story. (Laughter.) . 


‘You have to prepare them for laymen, and it seems to 
me so often they are prepared for experts.’ 

Mr Bateson urged accountants to evolve some 
system whereby ordinary members of the public 
could understand accounts. 

The toast “The President of the Society’ was 
proposed by Sir Denys Lowson, Bart., Lord Mayor 
of London 1950-51, who praised the civic duties of 
Mr Gillett. 


In a brief reply, Mr Gillett said: 


‘In public life it is not what you do, but what you repre- 
sent or try to represent in whatever capacity you are at.the 
moment serving, that counts.’ 


On this account he was proud to be president of the 
Society. 

With a smile on his face, Mr Gillett said he had 
been treated well by the articled clerks that had left 
his service. "They often wave as they go by in their 
cars.' (Laughter.) He recalled a notice someone once 
wrote on the walls of the Bank of England, which said: 

*God made bees, 

Bees make honey; 

Articled clerks do all the work 

And the principals take the money.’ 

Commenting on this, he added: "Those days have 
gone and the reverse is now the practice.’ 

In conclusion, he said: ‘If I and any other principals 
can assist you, we will be delighted to do so.' (Pro- 
longed applause.) 
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ACCOUNTANTS’ CROSSWORD 


Compiled by KENNETH TRICKETT, A.S.A.A. 
The solution appears on cnother page. е 





ACROSS 


I. ЕИ by which 16 might be transferred (о). 
6. Let out for 26 (4). 
*, 9. Such trading cannot result in a profit, evidently (то). 


. Speculator for a rise (4). 

. Half the earned income relief (5). 

. Renouncement that sounds unsteady (6). 

. Quality (8). 

. Epithet for valid 1 across (6). 

. He sounds an inferior owner of 16 (6). 

. Executor's power (8) 

. Force (6). 

. Put an article in front of this to get another (5). 
Ў А = be retained by a bankrupt accountant? (4). 
с 10). 

. As you were (4). - 

. For definition, see S. 403, I.T. A., 1952 (10). 


DOWN 


1. Perfectly exemplified by 1,331 or 970,299 (4). 

2. Standard (4). 

3. Formerly a mine for one of the auditor's functions (7). 
4. Make comments (8). 

5. Coin (4). 

7. ОГ the same value (то). 

8. Species of commission (3, 7). 
11. Assess (4). 

14. Seekers of plain pacts? (10). 

15. Not necessarily fit to eat (10). 

18. Limit (8). 

20. V/as a debtor (4). 

22. Possibly 7 to 2, apparently to justify how old one is (7). 
25. Allowance from 11 (4). 

26. Sounds more elevated (4). 

27. Inzome of 19 (4). 


NOTES AND NOTICES 


Personal 


Messrs BARKER, SMILES & Co, Chartered Accountants, 
announce that as from December rgth, 1952, their 
practice, hitherto carried on at 89 Kingsway and 
8 Kensington Court, will be transferred to their new 
offices at 6 Grafton Street, Bond Street, London, 
Wh (nearest station Green Park). The new telephone 
number will be Grosvenor 6907 (3 lines). 

Messrs HERBERT Gitrens & Coates, Chartered 
Accountants, of 8 The Green, Richmond, Surrey, 
announce with regret the death on December 7th 
of their senior partner, Mr J. HERBERT GITTENS, 
F.C.A. The firm will be continued under the same 
style by Mr J. G. M. COATES, A.C.A. 

Messrs HARGREAVES & Mars, Chartered Account- 
ants, announce that they have now removed their 
offices to 24. Coleman Street, London, ECz. Tele- 
phone Monarch 8345/2075. 

Messrs J. C. Beauvais & Co, of Westminster 
Bank Chambers, King Street, Bridlington, announce 
that as from December ist, 1952, they have admitted 
into partnership Mr RONALD LEONARD STOCKILL, 
A.C.A., who has been associated with the firm for some 
years. The style of the firm will remain unchanged. 


Messrs Hucues & ALLEN, Incorporated Account- 
ants, of 15 Hanover Square, London, W1, announce 
that Mr SYDNEY GEORGE PRIME, А,8.А.А., has been 
admitted a partner in the firm. "The name of the firm 
will -emain unchanged. 

Messrs Leman, Нил & Нитом, Chartered 
Acccuntants, of St Peter’s Church Walk, Notting- 
ham, announce that, in common with the other 
tenanis at this address, they are under the necessity 
of vacating the premises which they have occupied 
for many years. Their address is now 7 College 
Street, Nottingham. Their telephone number yill 
remain as 46377-8. 

Messrs J. A. Hesetron & Son, Chartered 
Accountants, of Cavendish House, 12 Piccadilly, 
Bradford, announce that they have acquired the 
practice of Howarp Harrison & Co, Permanent 
Chambers, Piece Hall Yard, Bradford. 


Professional Note ^ 
Mr Erian O'D Manning, D.L., F.C.A., has been Е 
ed Chairman of the Wandsworth, County of London; 
Bench of Justices of the Peace. He has also been 2 
appointed Chairman of the Governors of Woolwich 
Poly-echnic. 
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Fifty Years in the Profession 


Mr A. E. Clayton, F.c.a., retired recently from the 
senior partnership in the firm of Pearce, Clayton & 
Maunder, chartered accountants, of Dorchester, 
.Dorset, after more than fifty years in the profession. 

Mr Clayton commenced. his articles in 1898 in 
London and settled in Dorset in 1905, first as 
assistant and then as partner with the late Mr T. A. 
Pearce. He is a director of the Dorchester Building 
Society and chairman of John Groves & Sons Ltd, 
brewers, of Weymouth. | 

At a dinner given in Dorchester by Mr & Mrs J. H. 
Maunder to mark his retirement, Mr Clayton was 
presented with an oak bockcase by the members of 
his staff. 


The Masons’ Company 


Mr Т. B. Robson, M.B.E., M.A., F.C.A., President of 
‘The Institute of Chartered Accountants in England 
and Wales, replied то zhe toast of “The Guests’ at the 
dinner of the Masons’ Company, which was held in 
Grocers’ Hall on December 8th, under the presidency 
of the Master of the Company, Mr Charles Emmerson, 
F.c.A. The Lord Mayor of London, one of the 
Sheriffs and the Masters and Wardens of a number of 
City companies, including Sir Harold Howitt, G.B.E., 
D.8.0., M.C., F.C.A., as Master of the Merchant Taylors’ 
Company, attended. 


Registered Trade Unions 


A statistical summary of trade unions registered 
under the Trade Union Acts, 1871—1940, and cover- 
ing the years 1941-51, has been issued by the 
Registry of Friendly Societies.! 

Membership of the registered unions of employees 
represents about до per cent of the whole of the 
trade union movement in Great Britain, and the 
number of unions on the register at the end of 1951 
totalled 413, with a membership of 8,286,881 — an 
increase of 339,346 on the previous year. Income from 
members in 1951 amounted to /16,226,000 and 
funds at the end of the year totalled £64,825,000. 

Of the three largest groups of unions — mining and 
quarrying (67 unions); metal, engineering, ship- 
building, vehicles (67 unions); and textiles (64 
unions)- the sums paid out in dispute benefit 
amounted to less than £500 in the mining and quarry- 
ing group, £134,020 in the metal, engineering, etc., 
gfoup, and £3,000 in the textile group. The total 
paid out in respect of all the registered unions during 
1951 was £190,000 against £244,000 in 1950. 


13H.M.S.O., 6d net. 


JOHN 
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In Parliament 
HOSPITALS: COSTING 
Mn BrrNKINSOP asked the Minister of Health 
whether he has given consideration to the recent 
reports on hospital costing by the King Edward 


‘Fund and the Nuffield Trust; and what action he 


proposes to take. 

Mr Iar Маствор: I am consulting the Teaching 
Hospitals Association, the Association of Hospital 
Management Committees and each Regional Hospital 
Board about these reports: in particular J have asked 


- for their views on the value to hospital administration 


of the system of departmental costing advocated in 
each report, its practicability and its likely cost in 
money and manpower. 

Hansard, Dec. 11th, 1952, Written Answers, Col. 82. 


Central Land Board: Powers of Purchase 


The following notice has been issued by the Central 
Land Board: 

The Town & Country Planning Bill, 1952, now before 
Parliament, proposes among other things that development 
charge shall be abolished for development begun on or. 
after November 18th, 1952 (the date the Bill was introduced), 
and that the Board shall cease to acquire land under 
Section 43 of the Town & Country Planning Act, 1947, and 
Section 40 of the corresponding Scottish Act, except where 
before November 18th a notice to treat has been served in 
respect of a compulsory purchase order already made by 
the Board or a contract has been entered into by the Board 
for purchase of the land by agreement. 

During the period until the decision of Parliament on 
the terms of the Bill is known, the Board do not propose to 
consider any new acquisitions of land under the Acts. 


Central London Discussion Group 


The next two meetings of the Group will be held at 
The Lamb and Flag, Rose Street (off Garrick Street), 
Covent Garden, WC2, on December 30th, 1952, and 
January 28th, 1953, at 6 p.m. for 6.30 p.m., when the 
topics to be introduced will be ‘Problems arising in 
practice’ and ‘Pensions’ respectively. Members of 
the London and District Society will be welcome. 
Further information regarding the Group may be 
obtained from Mr A. Child, T.D., B.COM., A.C.A., 
‘Hillmount’, 9 The Woodfields, Sanderstead, Surrey. 


Companies: Winding -up 
‘THE COMPANIES (BOARD OF TRADE) Fees ORDER, 1952 
This Order,? which came into operation on December 
15th, 1952, reduces the fee payable on withdrawals 
of undistributed funds from the Companies Liquida- 
tion Account from 3d to 14d in the £ on any excess 


? S.I. 1952 No. 2117 (L.16), H.M.S.O., га net. 





Telephone: Victoria 2002 (3 lines) 
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over {£5,000 and pravides for a maximum fee of £500. Recent Publications 
The fee on withdrawals of unclaimed dividends is ` Tue Excess Prorrrs Levy, by S. W. Magnus, B.A., Barrister- 


unchanged. . ee and. Minnie Furio, A.S.A.A. Xix--213 pp. 

х 5 тох 65. 325 6d net, post free 33s sd. Butterworth & Со 
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THE PROFESSION IN 1952 


O the busy accountant, the year now ending may have 

been just like so many others in his time — one in which it 

took all the running he could do to keep in the same place. 
One probable reason for this was the introduction of the much- 
deplored excess profits levy, with all its ‘anomalies, complexities 
and frustrations’, which already threatens to disrupt the work of: 
overburdened tax departments. Another is the trend. towards 
supplying supplementary statistics with annual accounts. Admir- 
able though this policy i is, it devolves much extra work on audit 
staffs who in many instances are called upon to design the additional 
information required and then to prepare or check it. 

Yet although they-appear to come thicker and faster as the 
years go by, the accountant still seems to be able to take these 
extra tasks in his stride and, at the same time, participate in the 
many cultural and social events which are so pleasing a feature of 
the professional calendar. First and foremost among these in 1952 
was the Sixth International Congress on Accounting, held at the 
Royal Festival Hall, London, in June and attended by some 
3,000 accountants from thirty-six countries. Looking through the 
pages of the six issues of ‘The Accountant’ Congress Daily News, 
which this journal provided for the delegates, something of the 
atmosphere of what was a truly brilliant occasion can be.recaptured. 
In addition to five business sessions, at which subjects which were 
the concern not only of the profession but of the whole business 
community were discussed, the programme was notable for the 
number and variety of its social activities which gave to the many 
visitors from oversea a pleasant insight into the British way of 
living. The high hopes which its sponsors had of the Congress 
making a distinctive contribution towards a better understanding 
of both. professional problems and human relations were 
confirmed by the events of a memorable week. 

The Congress was followed by the usual succession of more 


` intimate domestic conferences — among them the summer course 
'of The Institute of Chartered Accountants in England and Wales 


at Christ Church, Oxford, the residential course of the Society 
of Incorporated Accountants and Auditors at Balliol College, 


: Oxford, and the summer school of the Institute of Cost and Works 


Accountants at St Catherine's College, Cambridge. The second 
annual conference of our contemporary Taxation at Scarborough 
coincided with the twenty-fifth anniversary of that journal. 
Wherever accountants gather together nowadays, one of the 
main subjects for discussion is, almost inevitably, the effect on 
accounting principles of fluctuations in the value of money. A lead 
to these discussions, formal and informal, at the various confer- 
ences was supplied by a-series of thoughtful publications which 
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had appeared earlier in the year. The first of 
these was a long and provocative analysis from 
America entitled Changing Concepts of Business 
Income, produced by a study group of accountants, 
economists, lawyers and business men sponsored 
by the American Institute of Accountants and 
financed by it and the Rockefeller Foundation. 
This was followed by The Accountancy of Changing 
Price Levels, a symposium of the views of irdi- 
vidual members of the various branches of the 
Institute of Cost and Works Accountants. Then 
came Recommendation XV of the Council of 
The Institute of Chartered Accountants in 
England and Wales — Accounting in Relation to 
Changes in the Purchasing Power of Money – 
which crystallized the Council's own views on the 
problem and outlined the alternatives so far put 
forward and its reasons for rejecting them. 
These publications, together with the stimulat- 
ing first business session of the Congress on 
‘Fluctuating price levels in relation to accounts’, 
have dong much to clear the ground for the jaint 
consultations in -which the Council of The 
Institute of Chartered Accountants in Englend 


„and Wales have invited representatives of other- 


“accounting bodies to participate.’ 

_ During the year the profession has Seamed to 
grow steadily in numbers. At the end of Novem- 
ber 1952, the total membership of The Institute. 
of Chartered Accountants in England and Wales 
numbered 16,862, an increase on the previous 
year of 780. The number of passes in the Final 
examination of the Institute. announced during 
the year was 954. The strength of the Institute 


_ of Chartered Accountants of Scotland at Septem- 


ber 1952 was 5,248, compared with 5,181 in 1951. 
The. Final examination passes in 1952 were 238. 
-Membership. of the Society of Incorporated 
Accountants and Auditors at September 1st, 1952, 
was 9,504, an increase on the year of 300, and 
that of the Association of Certified and Corporate 
Accountants at November 3oth, 1952, 8,330, an 
increase of 278 on the previous year. 
That the profession has grown in prestige as 
well as in numbers can be seén from the con- 
tinuing demands for the services of accountants as 
consultants, managers and directors. Two unusual 
examples of this transplantation of talent in 
recent weeks have been the appointments `of 
chartered. accountants as treasurer- and general 
manager of large Scottish. banks. Believing that 
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management accounting is a distinctive art com- 
pounded of both financial and costing training, ‘the 
Institute of Cost and Works Accountants has just 
published the full particulars of the scheme, first 
anncunced last year, to establish its fellowship 
grads as a degree which will indicate that the. · 
holder has had the background, training and 
experience necessary to command a senior 
accountancy post in industry. Another interesting 
cultural development is the announcement by the. 
Council of the Society of Incorporated Account- 
ants.and Auditors of the foundation of a Research 
Chair of Accounting tenable at Incorporated 
Acccuntants’ Hall. The first occupant will be 
Mr F. SEWELL Bray, Е.С.А., Е.8.А.А., Senior 
Nuffield Research Fellow in the Department of 
Applied Economics at Cambridge University. 
The long series of weekly public sessions by 
the Royal Commission on the Taxation of Profits, 
and Income which began in June 1951, ended in 
August of this year. During that time, the Royal 
Commission heard evidence from some thirty 
witnesses or groups of witnesses including the: 
English and Scottish Institutes, the Society and 


-the Association. The original chairman of the 


Commission, Lorn Conen, resigned at the end.of. 
1951 on being appointed a Lord of Appeal 
in Ordinary. The present chairman іѕ Lorp’ 
RADCLIFFE OF WERNETH and among the members: 


- is MR W. S. CARRINGTON, F.C.A., a member of the 


Council of the English Institute. The findings of 
the Commission, the first of its kind with similar 
terms of reference since 1920, are eagerly and 
hopefully.awaited by all who. have to spend: 
their lives in the labyrinths of taxation law and 
practice. 

The more conservative among our readers, to 
whom even a slide rule is revolutionary, may have 
noticed with some apprehension that at least 
four lectures, reproduced or reported in these 
pages during the year, dealt with the accounting 
operations and implications of electronic calcu-. 
lators. While it may be a long time, as one 
lecturer suggested, before accounting procedures 
become so rarified that the accounts — the final 
synthesis — are spoken over a loudspeaker and 
then followed by the auditor’s ‘Amen’, it is 
certainly in the best interests of the profession to. 
know and appreciate the capabilities of these 
fantastic: machines which, in all likelihood, will ' 
one сау revolutionize existing auditing techniques. 
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THE FINANCE ACT, 1952 -XXV 
EXCESS PROFITS LEVY (CONTINUED) 


Section 38 (4) (c): Percentage of Net Assets 


po 6 (a) (b) requires the 


deduction of the following sums, whether 
or not they have become payable: 


(а) borrowed money or other debt owed by the 
company; and 


(P) sums deductible in an income-tax profits 
computation in respect of accruing liabili- 
ties and sums which would ђе зо deductible 
but for ‘paragraph (1) of Rule 3 of the 
Rules applicable to Cases I and II of 
Schedule D’.. 


The first part of (b) would require the deduction 
of an apportioned sum for rates, accrued amounts 
of electricity and the like which had been charged 
in the profit and loss account. The reference to 
Schedule D is, of course, to the Income Tax Act, 
1918, which was in force in 1946 and 1951. 
Rule 3 (1) referred to, prohibits the deduction of 
annual interest in arriving. at profits; paragraph 
6 (b) above makes it clear that such accrued 
‘interest is, notwithstanding, to be deducted in 
arriving at net assets. 

Paragraph 6 (c) requires a special deduction in 
the case of an assurance company. This deduction 
' consists of sums representing profits ‘belonging or 
- allocatéd to, or reserved for, or expended on behalf 

of, policy holders or annuitants’, such sums being 
excluded from taxable oe by Section 16 (1) 


`- of the Finance Act, 1923. 


Any income-tax, excess profits tax or profits 
tax owing on the chosen date would, of course, be 
deductible under paragraph 6. This would exclude 
income-tax falling due on the next day, i.e. 
Junuary rst, and accordingly paragraph 7 requires 
thé deduction of such tax. Excess profits tax 
ceased on December 31st, 1946, so that all 
‘liability must be for periods not later than- that 
date, although it may be assessed and become 
payable much later. Accordingly, paragraph (8) 
requirés the deduction of all excess profits tax 
.liability not paid by the date.chosen. Paragraph 
. 9 applies similarly to profits tax, except that it is 

confined to profits tax for a period ending on or 
before the chosen date. А : 


No Balance Sheet at December 31st - 


Paragraph 10 lays down the procedure where no 
balance sheet was drawn up for the chosen date, 
i.e. December 31st, 1946, or 1951. In general, the 
last preceding balance sheet is adopted. To the 
assets values shown by it, as adjusted where 
necessary under the previous paragraphs, there 
must be added the undistributed profit in the 
intervening period. This will be determined as 
under the Tenth Schedule (a schedule which will 
be discussed later) except that the full profit, not 
merely half, is to be taken and the full profits 
tax is to be deducted. Should this calculation of 
undistributed profit show a minus figure, how- 
ever, there is no requirement that the minus 
figure be deducted from the assets value. The 
liabilities to be deducted will similarly be those 
shown by the last preceding balance sheet, subject 
to the same adjustments for tax liabilities as is 
provided by paragraphs 7, 8 and 9, except that 
no profits tax for a period after the balance sheet 
date is to be deducted – since it will already have 
been deducted in arriving at undistributed profit. 


Section 42: Deficiency Relief 


Where the profit of a chargeable accounting 
period. falls below the adjusted standard for that 
period, the difference constitutes a. ‘deficiency’ 
instead of an excess. Where a loss occurs in the 
chargeable period, the deficiency is the sum of 
that loss and the adjusted standard in relation to 
the period (Section 42 (1)). | ee 

Section 42 (2) provides in general that a 
company may claim to have its deficiency set off 
against its previous excess profits, thus reducing 
the aggregate levy payable to date; any over- 
payment being repaid. If the deficiency exceeds 
the aggregate excess profits to date, all the levy 
so far paid is repayable and the balance of the 
deficiency is to bé carried forward against . 
subsequent excess profits in a manner similar to 
the carry forward of loss for income-tax purposes. 
There is no time limit. Where a deficiency occurs 
in the first се period it will all be carried 
forward, of course. 
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Section 42 (3) (4) (5): Break in Continuity 

It has already beea explained that the provisions 
governing the computation of adjusted standerd 
profits aim at comparing like with like, as far as 
is practicable. In the deficiency relief provisicns 
there is an analogous aim to confine the relief to 
companies which incur deficiencies in, broadly 
speaking, the same circumstances as those in 
which they made excess profits. A much mcre 
arbitrary method has been adopted, however, in 
that certain defined events in a company’s life 
are automatically to constitute a ‘break in 
continuity for deficiency relief purposes’, where- 
upon deficiencies occurring on one side of the 
offending event a-e not to be set off against 
excess profits made on the other side of the event, 
whether the deficiencies follow the excesses or 
precede them (Section 42 (3) (4)). 


Section 42 (5): Erents constituting a ‘Break’ 
The events which constitute a break in continuity 
for deficiency relief purposes are set out. in 
Section 42 (5). They are summarized below, with 
an indication in parentheses of the date upon 
which the break is deemed to occur. 

' (а) The company comes under the control of 
another company or of seven individuals cr 
less and thereafter there is a substantial 
change in the nature of its business (the 
date of the change in the business). 

(b) The company wholly ceases to carry on 


the business 30 far carried on by it (the 


date of cessation). 

(c) The company’s business consisted wholly 
or mainly in the holding of investments or 
other property but ceases to do so (the date 
cf cessation). 

(d) The company, either in one step or by a 
series of cessetions, whether connected ог 
not, ceases to carry on a part or parts of its 
Eusiness with the result that the remaining 
business is less important than the parts 
discontinued (the date of the last of the 
partial cessaticns). 

The original Finance Bill also included the 
appointment of a .iquidator, receiver, etc. as 
events constituting a break in continuity, but 
when it was pointed out that this would be 
unfair to the company's creditors the provisions 
were withdrawn. 

While it is laudable as a general principle to 


. THE ACCOUNTANT 


December 27th, 1952 


prevent taxpayers from manipulating companies 
so as to obtain more deficiency relief than they 
are ezuitably entitled to, it is obvious that the 
strict application of the above rules must cause. 
hardship in many cases. There may be other 
undesirable repercussions; a company may be 
induced to retain an unprofitable part of its 
business in order to avoid the operation of (d). 
Most cf the events specified involve the determina- 
tion cf difficult questions of fact. As the Inland 
Revenue have in any case ample powers to 
counteract evasion, the restrictions in Sections 
42 (3) (4) are perhaps unnecessary. 


Section 42 (4): Break occurring during 
Chargeable Accounting Period r 
Where the break in continuity occurs during a 
chargeable accounting period, that period has to 
be split into two separate chargeable accounting 
periods and the standard for the whole period is 
to be apportioned between the two periods on a 
time basis. The profit for the complete chargeable 
accounting period must also be split on a time 
basis unless the Inland Revenue, having regard 
to any special circumstances, otherwise direct 
(Section 42 (4)). When the break occurs at the 
end of a chargeable accounting period the 
operation of the restriction on deficiency relief is 
obviously simpler to compute — see Section 42 (3). 
-It is convenient to mention here that Section 
48 contains special provisions permitting the 
transferee of the whole, or substantially the whole, 
of another company's business as a going concern, 
in certain circumstances to claim deficiency relief 
by reférence to the previous excesses and defi- 
ciencies of the transferor. These provisions will 
be examined later along with the subject of 
transfers of business in general. 


Rates of Tax and Overriding Limits of 
Liability 

Excess profits levy is normally charged at 30 pér 
cent of the excess profits (Section 36 (1)), but 
Section 43 contains provisions which in many 
cases will reduce the effective rate. ' 

Secticn 43 (1) prescribes a relief which, if 
сЈаітпес, limits the total excess profits levy liability 
to only 15 per cent of the claimant’s total profit. 
In other words, any profit beyond twice the. 
adjusted standard is in effect charged at only 
15 per cent, subject to certain qualifications to be 
discussed next week. (To be continued.) 
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ALLOCATION OF STAFF 


FUNDAMENTAL RULES OF AN AMERICAN FIRM 


by CHARLES S. ROCKEY, C.P.A. 


Managing partner of Charles S. Rockey & Co, Certified Public Accountants, Philadelphia, 
and a past president of the Pennsylvania Institute of Certified Public Accountants 


Introduction 


NDOUBTEDLY English firms have 
| | substantially the same problems in making 
staff assignments as we, their American 
cousins. This article has been written to present 
the thinking of one firm upon this subject in the 
hope that it may be of value to many of our 
colleagues in the practice of public accounting. It 
is realized, naturally, that many situations are 
-entirely different when conducting practices in 
small communities compared to practices in the 
large cities, and, therefore, all the suggestions 
which follow may not be pertinent. 

The firm of the writer is in Philadelphia, which 
has slightly over two million population. The firm 
has several specialized departments. There is a 
department, for instance, which examines the 
accounts of cities, boroughs, townships and 
municipally-owned public utilities, such as water 
works and electric power plants. The men under- 
taking these services do nothing else, and they 
are referred to in the following comments as 
*specialists'. At times, however, other members of 
the organization — those who are not specialists in 


any one field- may be assigned to assist the 


specialists in the municipal department. A similar 
situation exists in our banking department and in 
our costs and systems department. Departmen- 
talization does not, however, change the basic 
problem – that of making assignments in such a 
fashion as to bring the greatest benefit to the 
parties affected by the assignments. 

Proper assignments make possible the comple- 
tion of an accounting firm's services to clients in 
accordance with standards of the profession, the 
wishes of the client, and the time budgeted for 
work on the engagement. All public accounting 
firms are constantly balancing these factors from 
day to day. Therefore, consideration should be 
given to rules for making staff assignments to 
achieve the foregoing objectives in the most 
efficient and rewarding manner. 

'he sheer mechanics of making staff assign- 


< ments is one aspect of the problem.! This problem 


is not dealt with here. Many intangible factors, 
+, however, beyond the detail work of setting up 


1 See Accountant’s Office Manual, pages 189—195. Prentice- 
Hall Inc, N.Y., 1952. 





assignments, should be considered. These points, 
outlined herein, must be weighed if proper as- 
signments are to be made. It is granted that not 
all the ideas mentioned are applicable to all firms 
at all times. On the other hand, it is believed that 
most firms, especially growing ones, are con- 
stantly considering these ideas even though they 
may never have formalized them in a listing as 
given here. | 


Factors Influencing Assignments 
There are thoughts which should be kept actively 


‘in mind while reading these rules. These thoughts, 


in effect, are like modifiers in a sentence and are 
described briefly below. 


Relative Importance of Rules 
The rules listed herein may not be in order of their 
importance in each instance. Their relative. 
importance depends upon circumstances. When 
rules conflict, as they will frequently, judgment 
comes into play. Partners (executive seniors, also, 
in our firm) should consider all circumstances 
when exercising such judgment. | 


Results Desired of Engagement 
Every engagement should result in satisfaction to 
the client, maintenance of the prestige of the firm, 
maximum profit, and satisfaction to the staff. 
Application of correct principles in making assign- 
ments should assist in producing these results if- 
combined with sound judgment. | 


Sacrifice of Maximum Profit 
Maximum profit may be sacrificed on charitable 
engagements and on engagements where other 
factors such as enhancement of prestige or staff 
development are involved. 


Risk of Displeasing a Client 

It may be necessary once in a long while when 
making assignments, to risk incurring the dis- 
pleasure of one client to satisfy another client in 
order, for instance: to protect the prestige of the 
firm, to increase profit to a reasonable level or to 
do justice to a staff member. Only sound judgment 
can be depended upon to solve such problems. 


Staff Specialists 
Assignments of staff specialists on engagements 
requiring such services should include only those 
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who have had special training and experience and 
who are especially competent in specialized fields 
such as retail stores, heavy industries, coal mining, 
and hotels, or in cost and systems work. 

There are other staff members who are quasi- 
specialists. They are so experienced in some field 
of specialized work that one or more of them is 
required frequently for that work to supplement 
the staff specialists. 


 Maturity of Staff Member Assigned 

With many clients, the maturity of the firm's 
representative is very important, particularly 
where he comes into close contact with a client 
who is. well. along in years or where the client's 
own accountant is advanced in years. Under those 
circumstances, no matter how capable a young 
man may be, he will not satisfy the client as well 
as an older man. So; in such cases, it is preferable 
to assign an older man if he meets all other 
requirements. 

Square Peg versus Round Hole’ 
Engagements that require, for example, speed in 
checking trial balances of customers' ledgers in a 
department store, should not usually be given to 
older men. The ability of the staff member to 
meet requirements in specific situations must be 
borne in mind when the assignment is made. 


Working Facilities in Client's Office 
Sometimes the working facilities in the client's 
office limit the number of men who can be 
assigned to the engagement. This condition might 
necessitate the assignment of a smaller than 
normal crew, with the consequent stretching-out 
of the engagement and the incidence of overtime. 


A firm should avoid any appearance of stretch-- 


ing the time on an engagement or of charging more 
than is justified by time consumed when working 
facilities or lack of co-operation hinder the work. 
In such cases, the client should be informed 
accordingly. 
Clients Who Don't Co-operate 

Some clients are known to be prone not to have 
their records ready for audit at the appointed time. 
When this condition is expected, the client might 
be furnished ahead of the time of starting the 
work with a schedule of dates when specified 
records should be ready. 


FUNDAMENTAL RULES 
The three most important relationships which are 
affected by thesé rules are as follows: 
The client. 
The firm. 
The staff members. 
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The Client 
(1) Personnel liked by the client and experi- 
enced on an engagement should be continued on it. 
(2) Racial and religious prejudices and other 


antipathies of the client and his important per-' 


sonnel should be considered. 

(3) A staff member who evidences marked 
interest or ability in a specialty should be assigned 
accordingly. 

(4) The specialty of a staff specialist should have 
priority over other considerations. 

(5) The senior on an engagement ‘should be 
presert as much of the time as necessary during 
which assistants are assigned. 

(6) As much of the work as possible should be 
done in the client’s office. However, travel time 
and expense and the incidence of overtime. work: 
should be given due consideration. 


The Firm 


(1) Maximum provision should be made for 
prelirninary work, especially for calendar year 
engagements and for fiscal years ending between 
October and March. | 

(2) Final work should be scheduled to com- 
mence at a date late enough to assure continuity 
until completion of field work. 

(3) Maximum use should be made of the ability 
of eazh staff member. This should help avoid 
having a surplus of ability on one engagement and 
a deficiency on another. It should help also to 
avoid having a higher-priced man on an engage- 
ment than is justified by the rate that can be 
charged. 

(4) A staff member should not be continued 
опао? on an engagement after he has developed 
considerably more ability than the engagement 
requi-es. Any.staff member should be able.to 
sense his progress apart from his salary alone. 

(5) Maximum use should be made of assistants, 
particularly during the winter months. 


(6) Non-specialty assignments of staff special- 


ists, except during winter months, should be 
made only with the understanding that they are 
cancellable on short notice, such as two weeks, in. 
favour of specialty assignments. 

(7) Assignments of assistants on specialized, 
work should be made wherever feasible in order 
to give recognition to staff members' desires and 


to add to their experience. · 


(8) Dates and periods of assignments should 


provide for the meeting of deadlines together with , 
adequate review of the work. The most common’ . 
deadline dates are those for tax estimates, bonus, : 
: computation, reports. and tax retürns. б 
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(9) Specialized wo-k, such as cost or systems 
engagements, should not be scheduled during 
January, February and March if it is practicable 
to avoid it. 

The Staff Members 
(х) Personnel shoulé have competence and the 
other requisites demanded by the size of the 
engagement, the type of work and the conditions 
under which it is to be performed. Some charac- 
teristics to consider are specialized experience, 
ability to use assistants, tact, and bearing. 

(2) Personnel, where possible, should not be 
assigned to local engagements that are too in- 
convenient to reach from home. Transportation 
time should be considered, rather than mere 
distance. 

(3) Staff members may desire and request 
assignments in a field in which they would like to 
specialize or in whick théy are specializing, or they 
may ask for assignments in more varied work than 
that which they have been undertaking. Such 
requests should have careful consideration. This 
may require rotation of staff ordinarily resulting 
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in greater opportunities to staff members. for 
varied experience. However, rotation of staff has 
inherent disadvantages as well as advantages.! | 


| Summary 

For most firms, the art of making proper assign- 
ments nearly always falls short of the ideals which 
should be to give beneficial service to the client, 
maximum profit to the firm, satisfaction to the 
staff, and enhance the prestige of the firm. The 
inability to fully accomplish these ideals involves 
factors which affect the client, the firm, and the 
staff. These limiting considerations are important 
because every firm should strive to enjoy as many 
‘ideal’ engagements as possible. That is to say, 
the qualifying forces in making proper assign- 
ments should be so blended that the firm can in 
effect say: "This engagement was "ideal" for us 
under the circumstances! Some of the factors 
that tend to hinder the firm from securing the 
utmost from each engagement have been listed 
here for guidance and consideration. 


1 See Accountant’s Office Manual, pages 195-200. Prentice- 
Hall Inc, N.Y., 1952. | 





TAXATION OF BUILDERS’ DEPOSITS 


by T. J. SOPHIAN 


NE would have thought that with the 
| decisions already given by the House of 
У Lords on the taxation of what may be 
conveniently described as ‘builders’ deposits’, the 
law would have been definitely settled, but that 
this is by no means the case is illustrated by the 
decision of the Court of Appeal in Chibbett v. 
H. Brookfield Ltd ([1952] 2 A.E.R. 264; 31 A.T.C. 
281). 

The point underlying this, and indeed the 
earlier cases, is whether the rights of the builder 
in sums deposited by him with a building society 
as cover for advances made by the society to 
purchasers, are to be valued, and regarded for tax 
purposes as trading receipts. But there are other 
issues connected with the determination of this 
‘question, and it is necessary to ascertain whether 
the rights are capable of an actuarial -valuation, 
* at the time when the transaction is entered into, 

and if not, then whether they are to be treated in 

the accounts as a trading receipt at a later stage, 
when they become capable of such valuation. 


sie Deposits Originally Incapable of Valuation 
The substantive point in issue in Chibbett v. 
* H. Brookfield Ltd was as to the position of 
building deposits in cases where they were not 
‘originally capable of valuation. The contention of 


the taxpayer was that in such an' event the 
deposits could not be regarded as trading re- 
ceipts, even though they might subsequently 
become capable of valuation, and accordingly they 
could not be treated as such until they had in fact 
been released by the building society to the builder. 

Questions of this sort may be regarded as 
stemming from the principle of tax law that a 
consideration may be received not only in cash 
but in money's worth. As was pointed out in 
Californian Copper Syndicate v. Harris (5 T.C. 
159) a profit is realized when the seller gets the 
price he has bargained for. The price may take 
the form for instance, as it did in that case, of 
fully paid shares in another company, and if the 
shares are realizable and can be turned into cash, 
the value of such shares will be treated for tax 
purposes as if it were cash. Again, a seller making 
a profit on a trade transaction may leave the 
price in the hands of the buyer, at interest, but 
in such a case the fact that the seller prefers to 
deal with the price in this way cannot affect the 
claim of the Revenue for the tax payable. 


‘Ground Annuals’ as Consideration . 


As far as sale transactions by builders are con- 
cerried, this principle was applied by the House 
of Lords in Emery & Sons v. CIR. (20 T.C. 
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213; 15 A.T.C. 241). There the builders sold 
the ‘houses outright to purchasers partly for 
cash and partly for ‘ground annuals’ which were 
rents charged on the land. These ground annuals 
were marketable securities, and had a value, and 
it was held that their market value at the date of 
the sale was to be regarded as part of their trading 
profits. It was not a case of exchange, where 
stock is exchanged for stock of another kind; it 
was a sale of the seller’s whole interest in the 
property, as a consideration for which he received 
money’s worth, in the form of a marketable 
security. As Lord Atkin put it, the position was 
the same as if the sellers had sold the land for 
money, plus an annuity or a bond conditioned 
for the payment of the annual sums, or for deben- 
tures under which those sums were payable 
annually. 

It is important to stress the fact that in Emery 
& Sons v. C.I.R., the builders had disposed of 
their whole interest in the property and had not 
retained any reversion, and it is this fact which 
distinguishes Emery & Sons from the later case of 
Utting v. Hughes (23 T.C. 174; 19 A. T.C. 53). 


Retention of Reversion by Seller 


In the latter case the builders in disposing of 
the houses, had retained the reversion, since they 
granted leases for ninety-nine years at ground 
rents, charging premiums for the leases at the 
same time. The premiums clearly constituted 
part of their profits, but the value of the ground 
leases could not be regarded as a trading receipt, 
except as and when they were actually realized 
by the sale of the reversion to the land, which was 
the subject of the ground lease. In the view of the 
House of Lords there was no essential difference 
between such a case and a case where the lands 
were retained subject to, for example, a twenty- 
one years' lease granted in consideration of a 
premium and a rent, or a case where а lease 
at a rack rent had been granted. 
In his judgment, Lord Maugham, added 
‘, . . the freehold interest is retained; and when 
that interest is realized, the proceeds will be 
brought into account, and the profit, so far not 
accounted for, will come into the trading account. 
‘We were urged to say that the freehold interests 
retained were in substance new interests and that 
again in substance, the respondents had parted 
with their rights in the lands for ninety-nine 
years. This of course wholly neglects the legal 
aspect. . . . The landlord . . . has a good deal 
more than his right to rent. The restrictive and 
repairing covenants which are entered into by the 
tenant are often of vital interest to the landlord, 
to the tenant, and even to the neighbourhood. 
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The landlord may obtain in cases of breach of the 
- covenant an immediate right to re-enter. . . . In 
the case of C.I.R. v. Emery . . . it was precisely 
beczuse [the taxpayers] had parted with all right of 
ownership . . . that this House . . . held that 
the ground annuals must be included at their 
marxet value in the trading accounts. . . .' 


Deposits Retained by Building Society 
Turning now to a consideration of the question 
as to how building deposits with building socie- 
ties are to be treated in the builders’ accounts, the 
decision of the House of Lords in Cronk v. Harrison 
(20 T.C. 612; 15 A. T.C. 518) serves as a guide. 

In -hat case, when a house was sold by the 
builders the building society advanced the whole 
of the purchase money to the purchaser on mort- 
gage; but the society did not in effect hand over 
the whole of the money, for it retained part of it 
as a deposit which would subsequently be repaid 
to the builders upon a certain portion of the 
advance being paid off by the purchaser. 

The House of Lords agreed with the principle 
that the deposits were to be treated as trading 
receipts of the builders as at the time of the sale 
of the houses, but this was subject to the impor- 
tant qualification that if the value of the builders’ 
rights to the deposits could not be assessed, then 
the deposits were to be brought into the accounts 
when they were released to the builders. 

Now the value of such rights is not capable of 
an actuarial valuation, since, to use the language 
of the Master of the Rolls in Chibbett v. H. 
Brookjield Lid, 

‘the peculiar obligations on the one side or the 

other which are entered into when a builder makes 

arrangements of this kind with a building society 

are such that you can at no stage postulate a 

"debt" due from the one to the other’ 
and the learned Master of the Rolls added: 

‘The most you can say is that there is a bundle of 
mutual rights and obligations which, according to 
the happening of many events quite outside the 
cont-ol of both parties, may produce the result that 
either one party or the other in the end may have 
an asset, namely, a claim by the one against the 
other." 

` Offer to Release Deposit 

But does the decision of the House of Lords in 
Harrison 9. Cronk mean that if the deposit is 
incapable of an actuarial valuation at the date 
when the transaction is entered into, it cannot be 
treated as a trading receipt even at a later stage, 
although it is then capable of such valuation; 
notwithstanding that it is not released? The. 
Court of Appeal in Chibbett v. H. Brookfield Ltd 
did not accept this view of Harrison v. Cronk. 
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In Chibbett v. H. Brookfield. Ltd the building 
society had advanced to the purchasers of houses 
from the builders, sums in excess of the amounts 
they normally advanced, and the builders in order 

“to secure the society had left certain sums оп 
deposit with them. Under the terms of the 
arrangement between them, the deposits were not 
to be released to the builders until the amounts 
owing on the mortgages had been reduced. to a 
certain figure, and not even then unless the society 
were satisfied with their security and agreed to. 
release the deposits. 

The deposits carried what was regarded by the 
society as a high rate of interest, and the society 
some time after the transactions had been entered 
into voluntarily offered to release the whole of 

. the deposits to the builders, although, under the 
terms of the arrangement, the builders would not 
have been entitled to call for their release. The 
builders, however, declined the offer. 

The House of Lords held that in the circum- 
stances by reason of the offer of the society to 
release: the deposits, the deposits had become 


THE ACCOUNTANT 


16% 


capable of valuation (at their full face value), and, 
notwithstanding the fact that they were incapable. 
of valuation at the time when the transactions 
were entered into, and that they were not actually- 
released, and presumably would not be actually. 
released, their full value was to be included among 
the trading receipts of the builders, for the year 
in which they so became capable of valuation. · 
- In the Court below, Donovan, J., had taken 
the view that the effect of the decisions was 
‘Value the deposit, if you can, at the time when the 
. house is sold. If you cannot, bring the deposit in 
as a trade receipt, when it is "ultimately released" 


‘and he considered that there was no room for 
another alternative viz: 


‘to bring in the deposits as a profit. for the one year 

in which they can be valued’. 
With this view the Court of Appeal disagreed. 
They were of opinion that there was room for 
such alternative, and that the decision of the 
House of Lords did not preclude the idea, that, 
if the stage were reached when the deposit could 
be valued, it should then be taken into account. 


AUSTRALASIAN COMMENTARY — X 


Professional Topics in Australia and New Zealand . 
by S. R. BROWN, LL.B., F.C.A.(Aust.) 


The writer of this series of articles is the senior partner in a firm of chartered 
accountants in Sydney, Australia. He. is the author of several text-books on 
accounting and company law. 


Advocacy in Valuation 
R A. V. ADAMSON, r.C.A.(AUST.), is 
N | firmly of the opinion that, although 
different values of shares may exist for 
different purposes, a valuer can only arrive at 


one value for one purpose, irrespective of which 
party has instructed him. He disagrees with the 


view expressed by the late Mr R. L. Sidey that, 


in matters of fact or of the principles to be applied, 
upon which there are reasonable grounds for 
doubt, the valuer must give the benefit of the 
doubt to the person for whom he acts. 
Such a suggestion, allowing for different values 
according to which side gives the instructions, 
.would destroy the integrity of the valuation. 
"There is no place for advocacy in the making of 
a valuation, Mr Adamson continued. This is 
referable to the pre-valuation period, not the 
post-valuation period, for, in respect of a valua- 
.tion once made, the valuer must always be 
, prepared to be an advocate of his own valuation 
and support his firdings. (The Chartered Account- 
ant in Australia, September, 1952.) 


` Goldberg, 


Early Accounting 

The October 1952 issue of The Australian 
Accountant carries an interesting article by Mr L. 

Senior Lecturer in Accountancy, 
Melbourne University, on some early Australian 
accounting records. In an examination of over. 
thirty samples of accounting records at the 
Mitchell Library, Sydney, not one instance of a 
set of double-entry records was found. The New 
South Wales Treasurer’s accounts for 1832 carried 
an auditor’s certificate which contained a reserva- 
tion that there were some missing vouchers . . . 
*but it will, it is hoped, be found that no essential 
document is missing'. Another reservation in the 
report reads: 

'Some other slight deviations from the Regula- 
tions may have escaped notice; but these, from the 
care taken to avoid them, cannot be numerous, or. 
of an x nature. 


` Auditor’ s Report 


The Companies Advisory Panel of the тра 
Institute of Accountants, Victorian Division, is 
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of the view that the present statutory auditor’s 
report is not satisfactory and has suggested a new 
one. This would require a report that the balance 
sheet provides a full and fair view of the financial 
position, and that the profit and loss account 
provides a full and fair view of the results etc. 
In addition, the model report carries the rider: 
‘and that methods of accounting consistent with 
previous periods have been applied in arriving at 
all relevant figures in these statements’. 


Accountant in the Community 

The tenor of the Seventh Commonwealth 
Institute of Accountants’ Research Lecture, given 
. in the University of Queensland by Mr J. M. 
Greenwood, LL.B., F.I.C.A., was that accountancy, 
like law, is ripe for examination in the light of 
knowledge derived from subjects other than 
accountancy іп order that its place in the com- 
munity may be properly appreciated and that 
the work of its practitioners may be co-ordinated 
for the common good with that of the labourers 
in adjoining fields. 

In respect of accountancy and sociology, Mr 
Greenwood claimed that there is precedent for 
the suggestion that the specialized field of 
accountancy should be set against the background 
of society and evaluated in terms of human 
relationships. The accountant, he said, is in a 
rare position today, both to study human reactions 
and to influence people while they are at work. 
On the relation between accountancy and 
psychology he observed that it is important for 
accountants to realize that the problems of 
government and industry cannot be solved by 
any mechanical application of accountancy or 
economic principles. Wherever a group of people 
is involved the aspect of human relations is 
important and he believes that the key to the 
motivation of human beings towards desirable 
ends lies in the judicial use of incentives. (The 
Australian Accountant, October 1952.) 


Overhead Rates 

In the November issue of The Chartered Account- 
ant in Australia, Mr H. L. Thomas, A.C.A.(AUST.), 
spent some time on demonstrating the arbitrary 
nature of overhead apportionment. He pointed out 
that product costs calculated to four decimal places 
of a penny seemed incongruous in the light of 
the doubtful character of overhead recovery rates. 

Although he highlighted the apportionment of 
overhead among different products upon the 
basis of ability to pay, Mr Thomas yet claimed 
that it could never be said that an expense 
apportionment -was accurate. He thought that 
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there were good grounds for holding that over- 
head should not be apportioned at all. Be that as 
it mav, the point is well made that management 
should not be hindered by attempts to obtain 
fanatical accuracy in such an arbitrary matter. ` 


University Appointments 

During 1952 there have been two university 
appointments of importance to the accountancy 
profession. In Adelaide, Mr R. L. Mathews, 
B.COM., A.LC.A., has been appointed Reader in 
Commercial Studies, and the syllabus of the 
economics degree course of the University of 
Adela:de has been revised to include advanced 
studies in commercial subjects. The South 
Australian State Council of The Institute of 
Chartered Accountants in Australia has submitted , 
recomraendations to General Council with a view 
to assisting students to sit for the examination of 
the Institute concurrently with the course at 
the University. | 

In Sydney, Mr R. J. Chambers, B.EC., A.I.C.A., 
has been appointed Senior Lecturer in Account- 
ancy. This is the first time that Sydney University 
has had a full-time senior lecturer in accountancy 
and present plans are built around a revision and 
extension of the curriculum. 


Working Capital 

In Осгођег, Mr K. C. Keown, р.1.С.А., delivered 
the second of his three: scheduled research 
lectures on the capital structure of Australiah 
companies. This one, dealing specially witn 
working capital, constituted the thirteenth annual 
researca lecture endowed by the Commonwealth 
Institute of Accountants in the University of 
Melbourne. | 

The principal objects of Mr Keown’s investiga- 
tions were to study balance sheets over a long 
term „ов years in order to establish whether each 
industry has a characteristic working capital 
ratio and whether the two-to-one rule has any 
validity. The results of his analysis of 1,250 
balance sheets of 112 companies showed that 
most manufacturing and trading businesses main 
tained a ratio of at least two-to-one. | 

Mr Keown felt that it was important for’ 
accountants to develop the use of the relationship • 
between the amount of working capital employed 
and the volume of its turnover. He held that this 
would not only aid in determining what was a 


і 


» 


desirable upper limit in the working capital > 


margin and thus provide a pointer to over- · 
capitalization but would also provide information: 
about how much working capital was necessary 
to finance a given volume of turnover. >. .- 


December 27th, 1952 


THE ACCOUNTANT 


763 


THE VALUATION OF STOCK-IN-TRADE ` 


by CHARLES M. STRACHAN, O.B.E., F.C.A. 


The Importance of Stock Valuation 


HE valuation of the stock is frequently a main 
factor in' the determination of the results 
shown by accounts. Apart from the effect on 
the balance sheet position, alternative treatments 
affect the profit shown in a particular period and also 
in the next period. Sr 
In this connexion I would point out to you that 
accounts are for a limited period cut out of a long 
term of trading continvity. The nature of the business 
may be such that each season or period is an appro- 
priate unit of time or trade, but in very many busi- 
nesses that does no: apply, and the year may be an 
arbitrary period cut oct of a long-term conception of 
trading results. This is an important factor to con- 
sider in deciding as to the basis appropriate to a 
particular business for the valuation of the stock. 
What is the stock wor-h to the business? . 
The basis of stocktaking should be a reasonable 
commercial basis consistently applied on each state- 
ment of account. It is on that principle that one can 


argue that accounts prepared for trade purposes should . 


be adopted for taxation purposes. 

The submissions cf The Institute of Chartered 
Accountants in England and Wales to the Committee 
on the Taxation of Trading Profits in reply to the 

uestion of “Whether any special rules are required 
or the valuation of trading stocks’ were as follows: 
(a) That owing to the varying circumstances of 
different businesses, no particular basis of valuation 


is suitable for all cases and it is therefore not desir- - 


able to attempt to frame special income-tax rules for 
the valuation of trading stocks. 

(b) The method of valuation should be that adopted 
by the business, provided it is applied consistently 
from period to period and is based on accepted 
accounting princples. 


The Basis of Accounts 


"That takes me to the first main point that I want to 
consider: What is the conception of the basis or 
principle which should guide our practice in stating 
accounts from the point of view of what those ac- 
counts ought to show? 


* I refer to the basis of the accounts as a whole which - 


we must consider before we can decide as to the basis 
for the valuation of stock on hand. 
.. My idea is that the essential accounts – the working 


figures, the managerrent accounts which are a tool in ` 


the hands of the management – should reflect the 
mind of the management. Expressing this for sim- 
plicity in terms of a one-man business: the man has 


thought, he has considered, he has acted, he has 





A paper read to the Liverpool Society of Chartered 
Accountants on November 18th, 1952, and to the Hull, 


East Yorkshire and Lincolnshire Society of Chartered’ 


Accountants on December 8th, 1952. . .. 


. carried a stock. 


refrained from action. At the end of a day, a week, а. 


month, a year, a state of aífairs exists arising from 
those thoughts which he has translated into action 
and from the impingement of outside factors. How 
can the position on that day truly be measured from 
the point of view as it is seen by the mind directing the 
business? 

For the purpose of consideration I am carrying my 


mind back to the period of normal commercial trading, : 


as against the war-time and post-war period of 
controls; some of these controls have been removed, 


some are now being removed, the removal of others ` 


is in the course of negotiation, some we may have 
with us for a Jong time; I shall refer later to certain 
incidence of the effect of some of them, but I think, 


for the present consideration of principles, we should - 
disregard these controls as being a temporary incident. 


World Markets 


In some commodities there was, and normally would 
be, a world market. Cotton and wheat are two of these. 


Our trader in these commodities could, in fact, not. 


only assess, but he could actually determine the 
result of his activities up to and at any particular 
moment by closing all his contracts, by reselling for 


the same position and on the same specification, goods . 


equal to the goods he hàd contracted to purchase and 
by re-buying, similarly, in the same positions, goods 
he had contracted to sell. The merchant on the 
Liverpool Corn Exchange or on the Liverpool 


Cotton Exchange knew where he was at any moment: ` 


of time. 


I suggest that in the case. of such a trader the only 
proper and adequate way to state his accounts was (0 


value the stocks and contracts at the price of the 
day – ће market price for goods in that position – 


and this could properly be extended to trading con-. 
cerns ‘essentially based on such commodities. Your 
wheat merchant and your cotton merchant knew' 


their positions from day to day and, indeed, from : 


hour to hour. If he bought without selling or sold 
without buying he was in the same position as if he 


Contracts in.this case are the commodity, the stock: 


in which he deals. I remember this aspect being made 
clear at a paper given by Mr Frederick Cook at the 


autumnal meeting of the Institute which I attended in 


Liverpool in 1937.1 
‘A Digression 


I would here interject the proposition that in a free” 


market, whether it be the wheat market, the cotton 


market, or the stock exchange, every day in which: 
one holds a commodity or investment and does not! 





1‘Cotton Importing, Finance and Marketing’, reproduced. 


in-The Accountant, October 16th, 1937, at page 520.. : 
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sell it, this is the equivalent to buying. Of course, on 
the stock exchange, stamp duty, as well as commis- 
sion, are important factors in this consideration and 
the holder, or otherwise, may well decide that he will 
not concern his mind with what may be temporary 
fluctuations, but I have been shocked to hear people 
who ought to know better, put forward the principle 
which they call 'averaging', that if they had bought 
something and the market had fallen, they must buy 
more to reduce the average price of their holding. 


Value to the Business 


. I have demonstrated that in a particular class of 
business the basis of valuation throughout was the 
price of the day. Now this leads me to the suggestion 
that the principle of stocktaking is to value all the 
commodities at what they are worth to the business on 
that day. You would expect to find that all the con- 
siderations of valuation would lead, in one way or 
another, maybe by divergent routes, to the consider- 
ation of what the stock is worth to the business. 

When it comes to the statement of accounts for 
distribution as apart from the statement of accounts 
for management, there is a further factor which has 
to be taken into account and that is that unrealized 
profits must not be distributed. 

It seems to me that the matter is best approached 
from.the point of view of considering firstly what the 
stock is worth, and secondly whether any of that value 
must be withheld from credit in formal accounts as 
not being realized and not distributable. Most of the 
methods of stocktaking confuse and short circuit the 
two considerations. — i 

For the trader to check up what he has done – 
whether and how his applied brain-waves had been 
beneficial — is the first consideration. 


Measurement of Value 


Now how are we to assess the value to the business of 
the stock? I suggest that it would be useful to try to 
assess what value would be likely to be ultimately 
agreed if two managers, each paid by high commis- 
sion, were settling values on the basis that one was 
finishing his managership and the other was taking 
on the managership as from the stocktaking date. 
The consideration must be that of a continuing busi- 
ness; otherwise divergent aspects arise. 

The sort of matters which would fall to be settled 
between them would include the following: 

There is too much of commodity ‘A’. Well, there 
is a free market at that price, so you can sell it off. 
Put it in at that market price, but allow for the cost 
of selling the surplus. 

There is too much of commodity ‘B’ and no free 
market, Put it down at what you could get for it, or, 
alternatively, the price at which you would be 
‘prepared to hold it as a reserve. It should go in at the 
higher of these two. | 

Commodity ‘C’ cost 505 and the price has gone 
up to. 705 and the price and quality are right. That 
stock goes in at the price of the day. 
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Commodity ‘D’ has fallen and you could buy 
todzy at 2s less — write it down. 
And so on. 


Now putting aside for the moment preconceived 
ideas of taking stock at the lower of cost or market. 
price, is not that how you would go about getting at 
what the stock is worth for the business, and, subject to 
the factor of unrealized surplus, is not that ‘what all 
those who are considering the valuation of stock-in- 
trade are aiming at essentially? The factor to which I 
have twice referred as to not treating unrealized 
profit as available for distribution is important, but 
do not let it obscure our conception as to what is 
profit, or we are going to give the management an 
imperfect tool. 


Accounts as a Tool for Management 


The whole subject of management accounting is, 
quite properly a subject of much research. and appli- 
cation in present circumstances and I am not intend- 
ing to enlarge on that important subject today. Never 
has it been more necessary, but it has not been entirely 
neglected in the past. I have, for something like fifty 
years, in one capacity or another, been working on the 
accounts of a business with a number of sectional 
trading activities where the accounts have throughout 
been stated on a market price basis for all stocks, and 
where all forward purchase and sale contracts have 
been assessed or valued at the current market price 
for the same position, because it was found that that 
was the way the directing mind considered the opera- 
tion of the business, and these were the accounts that 
were useful to him and gave him what he wanted. 

'Ihe accounts as thus drawn show the results, 
realized or unrealized, of the transactions initiated in 
the period of account - the effect of what has been 
done, taking into account the influence of outside 
factors. They differ from accounts which show only 
the results of transactions completed within the 
period and which fail to allow for all market changes. 

At the same time, as regards each section, the 
figures were available of any excess of stock valuations 
over cost and any credit on the assessment of forward 
contracts which had so been brought into account, 
and the balance of these for each section was carried 
to a reserve or suspense account before the figures 
were brought into the formal accounts for presenta- 
tion to the shareholders which set out to show profits 
available for distribution or appropriation. 


Interjection – Experiences 


I might here interject two personal experiences which 
show that the assessment of forward contracts is an 
essential feature in stocktaking in a business which 
enters upon forward commitments. 

Many years ago a man whom I well knew, who 
dealt in a commodity market, went home one night 
and said to his wife, ‘My dear, we are worth £20,000’. 
That was quite a lot in those days. Said she, ‘You 
mean that you could now turn your contracts into 
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cash and have that amount in the bank’, and he said 
‘Yes’. ‘Then’, said she, ‘first thing in the morning go 
and close dovrn all your contracts and we will go and 
live at the seaside. Twice in our married life you have 
told me this same thing and between and since we 
have both had periods 5f very great anxiety when you 
told me you were worth nothing, or less.’ And he did, 
and they lived happily ever afterwards] 

And the other experience was that one Christmas 
Eve the chairman of a company out of town tele- 
phoned our senior partner saying: 

‘I want you to send staff here at once to prepare а 
statement of our affairs. I want to call our creditors 
together for December 28th. We have a big bank 
balance, but we have a lot of forward contracts, 
particularly on the export market and conditions 
have moved irretrievably against us. It would not 
be fair to our creditors to alter the position between 
them and ourselves, and between one and another 
of them,.now that we see that we are going to turn 
out short.’ 

This proper course was adopted. It was very much 
appreciated by the creditors who made the necessary 
arrangements for the business to be reconstructed and 
it is still going on. 


The Orthodox Expression 


I have said that the consideration of stock-in-trade 
would be found to lead to the question of what this 
stock was worth to thé business. It is from this point 
of view that I approach the orthodox – if that is the 
right word – presentation of the valuation of stock-in- 
trade. We should all be fully familiar with two docu- 
ments which have emanated from the Institute. I 
have been told that I must not assume that we all 
were so familiar, and I must admit that when I 
referred to those two documents, I felt that I myself 
should have been re-reading them more often. 

The first of them is one of the Institute Recommen- 
dations - Recommendation X!-— and the second is 
Mr Goult's paper on 'Stock-in-trade and the auditor'.? 


Recommendation X, June 1945 


I should just like to refer in general to these Institute 
Recommendations. They are put forward to help the 
members of the Institute. They represent at the time 
of their issue, the balance of opinion of those engaged 
on the framing of them. They do not pretend to be 
the last or final word on any subject as that cannot be 
in a live and growirg profession. We have seen that 
the pronouncements by the American Committee 
have, on some subjects, been revised and reissued a 
* number of times. The Institute similarly has supple- 
mented, and I am sure, will supplement and revise its 
pronouncements and I would especially urge you to 
read the recent recommendation XV? on the subject 





1 Reproduced in The Accountant dated June 16th, 1945, at 
. Page 302, and discussed in a leading article at page 294. 
? Reproduced in The Accountant dated August 13th, 1949, 
at page 164, and August 2oth, at page 189. 
. 3 Reproduced in The Accountant dated May 31st, 1952, at 
page 577. € 
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of accounting in relation to changes in the purchas- 
ing power of money of supplementing its earlier 
recommendation XIL4 It seems to me right that 
the Institute should be bold enough to make pro- 
nouncements even on controversial matters. 

І am, however, at the same time a strong advocate 
of individual consideration and believe that one must, 
in every case, consider whether the treatment of 
matters as normally expressed and defined would, in 
fact, give a true and fair view of the situation. Mr : 
Densem’s paper at the 1950 Summer Course on ‘Is it 
true and fair?’ includes references to stock valuation.’ 
I do not think it could be too often reiterated that 
Section 149 (3) of the Companies Act provides that 
‘true and fair’ is the overriding principle; if, in any 
case, the literal application of the detail laid down in 
the Eighth Schedule of the Companies Act does not 
give a true and fair view, then we must remember that 
the section overrides the schedule. 

Recommendation X represented the balance of 
opinion at that time and in referring to it in some 
detail as I shall be doing, you will, I think, find that it 
gives scope for a greater measure of elasticity, in 
order to ensure that the accounts are true and fair, 
than might seem apparent at the first reading. 


Mr Goult’s Paper 


The other document which I mentioned is the paper 
delivered at the Summer School in 1949, which in 1951 
was circulated by the Institute to all its members.$ 
The fact of its circulation indicates the Council’s 
view that it should be read by all accountants, 
whether practising or not. 

Whilst it expresses itself as not attempting to be an 
exhaustive study it is so comprehensive that anything 
I say must, I feel, be regarded but as a commentary 
on it and perhaps an illustration of points set out in it. 


The Normal Basis 
Recommendation X begins: 


‘It is therefore recommended that: 

(1) The basis of valuation for stock-in-trade 
should normally be the lower of cost or market 
value.’ 


.but it does not end there. 


You will observe the use of the word ‘normally’. It 
goes on to refer to certain classes of businesses where 
the custom is to value the stock at realized prices 
allowing for selling costs; in the same way I have 


.referred to the market valuation basis for certain 


businesses. It goes on to refer to long-term contracts 
as I have referred to businesses where the trading 
year is not a complete unit of time or trade and indi- 
cates that a basis of valuation may be appropriate 





4 Reproduced in The Accountant dated January 14th, 1949, 
at page 48. 5 
5 Reproduced in The Accountant dated October 21st, 1950, 
at page 385. M 

8 Reproduced in The Accountant dated August 13th, 1949, 
at page 164, and August 2oth at page 189. ~ | i 
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which brings in a factor of profit. Those who have 
experience of such businesses will know of the alter- 
native calculations which fall to be made before one 
can be satisfied that the valuation, including that 
profit (or even at cost), is justified. 


Cost 
The recommendation says: 
‘Cost should be calculated on such a basis as will 
show a fair view of the trend of results... 
In the books which I read in my early student days 
I cannot remember that there was then felt to be very 
much uncertainty as to what cost was. Recommenda- 
tion X indicates that just as truth has many facets, 
there is more than one aspect of cost. In the con- 
sideration leading up to the recommendation – you 


will remember that I read out the words ‘It 15 


therefore recommended that’ and this preliminary 
review is important it mentions the following as 
being bases usually adopted in practice for calculating 
cost. 


1. Unit cost. This, to put it briefly, is what the 
individual item has, in fact, cost, whether constructed 
as one of a batch, or otherwise. 


2. First in, first out. That is the old basis of seeing 
what your stock is and ascertaining the cost of the last 
purchases up to that quantity of stock. 


. 3. Average cost. There are all sorts of alternative 
ways of averaging and it is mentioned that this has the 
effect of smoothing out distortion of profits arising 
from excessive and often fortuitous fluctuation in 
production price and production cost. 


4. Standard cost. This, to put it briefly, is what the 
items ought to have cost. I shall later quote an example 
of the considerations which may arise on this. 


5. Adjusted selling price. This is taking the current 
selling value and deducting the amount equivalent to 
the normal profit margin and the estimated cost of 
disposal. This, I shall refer to later. in another 
connexion. 

Then it says that other methods are the base stock 
method and that known as ‘last in, first out’ which it 
says is based on the principle that the profit or loss on 
trading is the difference between the price at which 
goods are sold and their replacement cost. 


LIFO 


The basis of LIFO is defined in the United States 
Income Tax Regulations as to treat those goods 
remaining on hand at the close of the trading year 
as being: 

First, those included in the opening inventory of the 
year in order of acquisition and to the extent thereof. 

Secondly, those acquired during the trading year. 

Since the recommendation was issued'in 1945 we 
have heard a lot more about LIFO. Its use has been 
extended in America in time of inflation. It has been 
discussed before the Royal Commission on Taxation 
and.it is interesting to find. that the British Bankers’ 
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Association with their evidence in June 1952 had 
provided a memorandum! following the study of 
regulations in force in the United States as to stock 
valuation, as at a previous hearing they had been asked 


to do by the Commission. This evidence I have by. 


me anc. it has been reviewed in the various account- 
ancy journals. The bankers point out that the signifi- 
cant features of the taxation regulations in the United 
States in regard to stocks are: 


(2) It is laid down that inventory rules cannot be 
uniform, but must give effect to “the best accounting 
practice in the particular trade or business”. 

‘(z) In valuing stock on the basis of cost or market 
value, whichever is the lower, the taxpayer is per- 
mitted to take individual items and thus to minimize 
the value of the stock on this basis. 

(2) The taxpayer is permitted to elect for the last 
in first out (LIFO) method of valuation.’ 


The bankers find it a striking fact that in a period. 
of which the general characteristics have been 
inflationary, the United States authorities have 
extended to taxpayers the option of the LIFO method. 
The FIFO method gives higher profit results when 
prices are rising and lower profit results when prices 
are falling. The Liro method, on the other hand, gives 
lower results when prices are rising and higher results 
when prices are falling, and it is interesting that the 
argument by the British Bankers’ Association in their 
memorandum leads them to the conclusion that, in 
these c:rcumstances, LIFO can be an appropriate basis 
of valuation. 


Change of Method 


The bankers point out that the existing British 
practice rests on no statutory authority and suggest 
that any change could be brought into effect by a 
simple notification of a change of practice. 

It may be noted that once a taxpayer in the United 
States kas chosen the elective method, that basis 
must be adhered to unless a change of method is 
approved by the tax commissioner. 

In regard to this matter the Institute representatives 
before the Royal Commission were called upon to 
express a view as to whether, once a system of stock 
valuaticn had been adopted, changes should be allowed 
and for what reasons. The view was put forward 
that circumstances might arise in which it might be 
quite proper, if not necessary, to change the basis; 
there must be a let-out in some way. On inquiry as to 
whether this was a matter which might be left to the 
discretion of the Board of Referees, the Institute 
witness said that he would have thought it might. 


Global or Individual 


In relation to No. 2 of the three American pro- 
positions just quoted, it will be noted that it is stated 


that in taking stock on the lower of cost or market- 
value, this should be by individual items, and not by. 





-1 Mentioned in The Accountant dated August 16th, 1952, 


at page 181. 
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the total cost or total market value; the Institute 
Recommendation X had first referred to the global 
method and had said ‘on the other hand a more 
prudent and equally proper course' was to take the 
individual item method. In the case C.J.R. v. Cock, 
Russell & Co Limited in 1949,1 the Inland Revenue 
failed to maintain their view that the global method 
was the only proper course. 


LIFO: Canadian Decision 


I find in Taxation (November 15th; 1952) a decision 
of the Exchequer Cour: of Canada, on June 7th last, 
as to whether the Liro basis of stock valuation could 
be accepted for Canadian excess profits tax; the 
decision on the facts of the case was in favour of the 
taxpayer. I do not feel that I can do more – or less ~ 
than quote the findings of the Court: 


(1) That the proper determination of income 
* through matching appropriate costs against revenues 
is a major objective of accounting. 

(2) That there is no single inventory method that 
is applicable in all circumstances and the method 

. that ought to be selected for any company is the one 
that is in accord with its genus of profit making and 
most nearly accurately reflects its income position 
according to the manner in which it carries on its 
business. 

(3) That the Liro method of inventory accounting 
and ascertaining the materials cost of sales is a 
recognized and acceptable method in the circum- 
stances that are appropriate to it. 

(4) That where a manufacturing company avoids 
speculation or trading in its materials, and makes the 
sales price of its finished products closely reflect the 
current replacement cost of their materials content, 

- and matches the purchases of materials to its sales 
of finished products, so that the inflow of the 
materials equals the outflow of the materials content 
of the finished products, and it must continuously 
maintain a large inventory and the rate of its turn- 
over 15 slow, the LIFO method of inventory accounting 
and ascertaining the materials cost of its sales for the 
year is the method that most nearly accurately 
reflects its income position according to the manner 
in which it carries or. its business and is the method 
that ought to be applied in ascertaining the materials 
cost of its sales and determining its net taxable 
income. 

(5) T hat the LrFo method of inventory accounting 
was appropriate in the circumstances of the appel- 

,lant's business, 


Cost: Conclusion 
So much for the moment for the cost of the stock-in- 
trade. 
The fact that there is so much scope for variation in 
the determination of what is cost confirms the view 
that I have expressed that what essentially we are 


a- endeavouring to ascertain із the value of the com- 


modities to the business, (ыя аз already п men- 


a tioned. 





4 See The Accountant, dated Novembér em 1949, at 
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‘Market Value : 


Now let us turn to the question of market value. 
My view is illustrated by an example: 

Assume that goods, in.a trade where selling price 
normally followed cost, had been purchased at £100 
per unit, the selling price being £120 per unit. Assume 
that there had been a general fall in prices so that 
current prices were buying £50; selling £100. In my 
view the market value basis for the valuation of the 
stock is £80. This seems to me to be the true and fair 
expression of the fact that-a bad purchase has been 
made; it would not be fair for the succeeding period 
to be damnified by this mistake. If the price were 
based on selling value less normal oncost and profit it 
would be £80. 

It was argued on the other hand that because the 
cost is no less than the selling price, the closing period 
should be unscathed and the new period bear the loss. 
I do not think that is true or fair. 

I should not have thought that the basis I suggest 
would have called for special definition but that it 
is an application of the principle of the lower of 
cost or market value. 


| Control of Prices 


The views which I have just expressed require modi- 
fication in their application to circumstances of con- 
trolled prices. 

As I have already mentioned, the incidence of 
maximum and minimum prices, controls and other- 
wise, involve special consideration which there is no 
time for me further to enlarge upon here. 


Work in Progress 
I am afraid that time will not permit much comment 
on work in progress. 

In referring to the normal basis of the lower of cost 
or market value on work in progress, I have men- 
tioned contracts which spread over a period and where 
in addition to oncost - part of the cost — it may ђе 
true and fair to bring in a proportion of profit. 

In a number of industries work in progress repre- 
sents the major part of the stock valuation and is 
the dominant factor in arriving at the result for the 
period. It might be interesting to speculate on the 
application of LIFO to work in progress. 


Forward Contracts . 
Recommendation X goes on to.refer to the i iniportance 
of having regard to forward contracts; on that I will, 
not say more at the moment – I shall refer to it in 
examples later. : 


Recommendation X: Concluding Paragraph 
The concluding paragraph of Recommendation X i is 
worthy of repetition in full. It is as follows: 

U (6) Whatever basis is adopted for ascértaining 


cost or calculating market value, it should be such’ 
‘as will not distort the view of the real trend of trading’ 
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results and should be applied consistently regardless 
of the amount of profits available or losses sustained. 
Any reduction in stock values which exceeds the 
provisions embodied in the above recommendations 
is a reserve and should be shown as such in the 
accounts.’ 


Examples and Experiences 


I feel that on a subject like this it is helpful to an 
exchange of view, and is likely to stimulate discussion, 
if we are able to consider together practical examples 
of alternative treatments. I have therefore taken a 
number of practical illustrations from printed ac- 
counts or references thereto in the Press, or experi- 
ences of my own in regard to stocks, and will now turn 
to them. 


Variation in Basis 


The first example I take from the experience of a firm 
of Halifax worsted spinners. j 

A paragraph appeared in the Yorkshire Post on 
November 24th, 1951, as follows: 

"The directors state that wide fluctuations in the 
price of wool have created much difficulty in the 
valuing of stocks. The entire stock at the date of the 
balance sheet had been sold forward at the higher 
prices ruling when purchases of wool were made to 
fulfil those contracts. A misleading position would 
therefore have arisen had the previous basis of cost 
or market price, whichever the lower, been adopted. 
Only that part of the stock which had been delivered 
or invoiced during the three months to November 
зо, has been brought in at cost. All the remainder 
has been valued at the considerably reduced market 
price.’ 

The three months referred to is after the balance 
sheet date. А 
' Here we have an example of the consideration of 
the presentation of a ‘true and fair’ statement involv- 
ing a definite departure from the basis of the lower of 
cost or market value. This is not covered by the 
consideration of what is the cost, but by the con- 
sideration of what is the value to the business. Stock 
*sold' at the balance sheet date on a basis related to 
cost is worth to the business a value related to cost, 
although the market quotation at the balance sheet 
date happened to be less. Substantially, regard has 
been had to the open positions and this seems to be 
sound. | 


A Realistic Approach 


Another interesting example of change of method, 
again in the wool trade and, no doubt, made to meet 
the same extraordinary circumstances is referred to 
in The Accountant of October 20th, 1951. 

The chairman of Kelsall & Kemp Limited said 
in this statement: 

‘A realistic approach has been made to all stock 
valuations whether in hand, on the sea, or in 
Australia. As will be seen from the profit and loss 
account a change has been made in the method of 
valuing work in progress.’ : 


'The accounts show that the opening stock and work 
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in progress figure appears in the accounts and the 


balance sheet comparisons at a different figure from’ 


that in the previous accounts, being considerably 
higher. 

'The accounts fulfil the requirements of paragraph 
14. (6) (b) of the Eighth Schedule to the Companies 
Act, 1948, that any material effect of a change in the 
basis of accounting must be disclosed. 


Auto Valuation 


The next example І would mention is found in an 
extract from Sir Simon Marks’ statement at the 
annual meeting of Marks and- Spencer on June 12th 
last. 

t . . in the latter part of the past year goods were 
being sold at prices higher than replacement cost. 

‘Your board thought this conjuncture the pro- 
piticus moment to scale down our selling prices. 
This approach accorded with our policy of passing 
on to the public the advantages of lower prices and 
better values as soon as possible. 

"Ihe decision necessitated a writing-down of 
stocks of materials held by our subsidiary com- 
paries and of goods held by the parent company.' 


This is interesting as it shows that the scaling down 
of selling prices by the company necessitated a 
writing down of value of the stocks of materials held. 


` Worth to the Business 


I have had experience of a business that is seasonal 
and the making-up date is a date between seasons 
just »efore the new season's crops begin to be 
available. There are very many varieties of goods 
dealt in and it is a very difficult problem for the 
management to assess what the stock carried over is 
worth. They do not know whether the new season's 
price will be more than, or less than, the price of 
goods left over from the last season and which they 
are using until the new goods come along; if the new 
crop ё cheap and plentiful, the old stock may go over 
for another year as a reserve stock. The view the 
management take is that there must be a figure at 
whick. they would rather have the old stock than be 
without it, having regard to all the considerations of 


quality, quantity and price and their policy is for 


those competent to form an opinion to sit together 
and assess the figure on that basis. 


Remnants " 


Another experience I had emphasized the fact that 
if a concern wants, for a particular purpose, тоо of a 
particular shaped bolt, nut or part, and these are sold 
by ths gross, it is probably the cheapest, if not the 
only way, to purchase a gross and there are forty-four 
left. The accounts would be completely misleading if 
such remainder, which may or may not be used over 
a very long time, were valued at cost. They may have 
no ultimate value greater than scrap metal, but if 


= 
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they are going to be held in stock occupying spaces” 


and costing interest for a number of years before they 
are scrapped, they are not really worth even thatl 
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But, of course, the management have regard to the 
posibility that they might come in useful. This is a 
class of factor which has to be watched very carefully. 
There are various means of dealing with it. | 


Fashion Goods 


Not all of you will have had experience of ‘fashion 
goods’ but some will. Those who have will know that 
the buyer knows that of a number of lines it will turn 
out that as regards the large number of them there 
will be a remnant which cannot be sold, and which 
may even have to be destroyed. There will be a pro- 
portion of a further series of lines which can be got rid 
of by selling at very low prices. Once the original stock 
is broken, the remaining stock is not worth its full 
proportion of cost. The trader may pay {100 for 100 
hats knowing that the chances are, on the basis of his 
experience, that twenty of them will not be saleable, 

- So really, instead of paying £1 a hat he has paid 
Хт 5s od a hat and he ought to charge against his cost 
accounts that larger unit in regard to each hat sold. 
This factor is frequently met by a general formula 
based on experience of allowing class by class for this 
factor of discarding, obsolescence and change in 
fashion. 


The Mechanics of Valuation 


An experience from which I learned a valuable lesson 
- was that, many years ago, in relation to a large con- 
cern, it was decided in particular circumstances to 
have stocks taken by one of the most eminent firms of 
valuers in the country and they came and made a 
very careful valuation of all the stocks in all the 
departments of the concern. The basis of valuation 
was agreed and when the valuation was received the 
valuation came out at less than the directors or the 
accountants could feel to be correct. My then 
principal - Mr Harris – got in touch with the valuers 
and asked if he might have an opportunity to look at 
the books and the summarization. He said he had no 
doubt at all about their capacity to value as they well 
knew but he would like to look at the mechanics 
between the operation of valuing and the production 
_of the figures. With some indignation they agreed and 
all their very carefully prepared and checked stock 
books were brought to Hull for examination. The 
work had been excellently done, but in preparing the 
summary the totals of one book had been omitted! It 
was a very good example of the practical operation of 
the doctrine which Mr Harris always preached – 
"Never accept anything which does not seem to you 
to be right’. 


Raw Materials under Contract 


In a recent prospectus (Financial Times, August 25th, 

1952) there was.a note on the profits statement that 
‘the profits for 1951, shown above, have been arrived 
at after setting aside £300,000 against prospective 
fall in value of raw materials under contract’. 
‘There was a further note to the statement of assets 

which.read as follows: i 
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‘As any loss on raw materials under contract will 
be allowed for taxation as and when incurred the 
amount of £300,000 set against any such loss has 
been deducted from the profits for 1951 in arriving 
at the reserve for future taxation. If any part of the 
£300,000 is not so required that part will, subject to 
income-tax, augment the figure of net tangible assets 
as above.’ 


This takes us to the consideration as to which 
provisions can, with propriety, be deducted from the 
stocks on hand and which must be shown on the other 
side of the balance sheet. In the statements in the pros- 
pectus just referred to, the provision of £300,000 is 
grouped with the reserve for future taxation and the 
taxation equalization account. 


Stock Reserves - 


Apart from deductions for obsolescence etc., properly 
made in expressing the figure of stock in the balance 
sheet, there are two classes of reserve against stocks. 

Firstly there is a reserve set aside because of 
inflated prices of stocks which it is anticipated may 
fall which might well be described as ‘reserve against 
fall in value of stock’ and would be grouped with 
the revenue reserves, but there is another class of 
reserve made in view of the alteration in the price 
levels and that is an amount set aside to finance the 
carrying of stocks at higher prices; here there is no 
question of the stock falling in value, but the fact is 
that money must be retained in the business to be able 
to carry on the same business with stocks at higher 
prices. This reserve is of the same nature as the re- 
serve in respect of the finance of the increased value 
of fixed assets. Such a reserve I have found included 
in the revenue reserves of the company, but it would, 
I think, not be unreasonable for directors to decide 
that it was of a more permanent nature and should be 
classified with capital reserves. 


Base Stock Adjustment 


The following is an extract from The Accountant, 
September 2oth, 1952, in the section ‘Finance and 
Commerce’. BUT. 


*Stock Values: Mr Whitham, in his next para- 
‘ graph, draws attention to the valuation of the 
company's stock-in-trade. Policy for many years has. 
been to value materials at the lower of cost or market: 
value and work in progress and manufactured goods, 
of which, he says, it is necessary to have substantial 
- quantities in the "*pipe-line", at constant prices “ап. 
accordance with the base stock method of valuation. 
which the Board of Inland Revenue in a memoran- 
dum dated August 1917, recognized in appropriate 
circumstances", 

*Negotiations on this point, Mr Whitham con- 
tinues, are being conducted at the present time and 
“it seems possible that the Inland Revenue may 
contend that the work in progress and finished: 
stocks should be re-valued on some other basis and 
that the liability of the company for excess profits tax, 
profits tax and income-tax should be recomputed”’. 


| 270 


‘It is not possible at this stage to assess the value 
which might be p.aced on the stock but if the Inland 
Revenue is successful ‘‘a substantial additional 

"liability for taxation may arise which would be met 

out of the liquid resources of the company”. Further, 

“the balance shee- value of stock would be increased 
by an even greate: figure" 


This shows the reluctance of the Board of Inland 
Revenue to extend the operation of the principle of 
base stocks accepted for certain industries in the old 
excess profits duty days. 


Alternative Prices 


"This zeminds me of an experience where, in regard to 
a controlled commodity, manufacturers were charged: 
at a higher price than consumers and manufacturers 
were allocated quanzities and were unable to exercise 
their judgment as to how much stock to carry. The 
-prices were of the nature of £50 a ton to manufac- 
turers and £25 a ton for supplies to the public. The 
clients had at the erd of the previous war seen con- 
cerns suffer heavy losses through adjustment of values 
on heavy stocks апі they decided that the proper 
course was to value their stocks at world market price 
which, on the best information they could obtain, 
was of the nature of £30 per ton. 

This would have been interesting as a taxation 
issue but the circumstances happened so to work out 
that it was not worth while to resist the Inspector’s 
claim for adjustmert throughout the excess profits 
tax period to the price at which the goods were bought 
and which continuec to be the replacement price. 


Standard Cost 
The next extract is from The Accountant of September 
13th, 1952. 
^. *Stock Valuation: Some interesting changes in the 


Ruston accounts are worth noting. ... 
“There has also been an addition to the reserve of 


a surplus of £241,241 (less £99,198 taxation) arising’ 


out of a change in the basis of valuation of stock and 
work in progress. In the group accounts, the figures 
are £464,815, less ,7234,471 taxation. It is explained 
that hitherto, stocks have been valued at standard 
cost. The continuing and somewhat accelerated rise 
in the level of prices, it is stated, has made necessary 
an upward adjustm2 nt. Accordingly, the appropriate 
proportion of variances from standard has been 
included in the valuation at accounting date. 

“The chairman points out that the change has been 
made after full ccnsultation with the company's 
auditors. “We could. поё have continued to ignore 
the ever-rising trend of variances from standard", 
he says, “‘without, in the long run, distorting the 
results", 


I think this speaks for itself. 


Other Examples 
You might like me to mention without comment 
wordings which appear in a number of balance sheets 
which hàve come béfore me. 
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East ASIATIC RUBBER ESTATES LIMITED 
Extract from Balance Sheet at March 31st, 1951 


Stock of Rubber and Commercial Latex, at prices 
since realized. 


‘THe BRITISH PORTLAND CEMENT MANUFACTURERS 
LIMITED 
Extract from Notes on the Accounts for the year ended 
December 31st, 1951 
Stock-in-trade: 
The tasis of valuation is cost or under, less provision 
for fluctuation in market prices. 


BRCCKLEHURST-WHISTON AMALGAMATED LIMITED | 

Extract from Balance Sheet, December 31st, 1951 
Stock and work in progress, at cost or under. 
Extract from the Chairman's Statement: 


The pzofits for the year were affected at its close by the 
writing down of stock-in-trade and work in progress 


to the Tow er market values then ruling and by providing - 


for coctracts threatened with cancellation or where 
delivery had been postponed, sometimes indefinitely, 
by the customer. 3 


Tue Rover Company LIMITED 
Extract from Balance Sheet, August 4th, 1951 
Stocks, work in progress and tools. 
Less: Reserve for Obsolescence and Depreciation. 


Extract from Chairman’s Speech: 
Our stocks, work in progress and tools have increased 
by approximately £420,000 as compared with last year 
and ncw stand at £2,321,715. The increase is due to 
expansion of our output on the one hand and rising 
costs cf materials on the other. From the stocks has 
been dzducted the reserve for obsolescence and depre- 
ciation of £100,000 making the ı net balance sheet 
figure £2,221,715. 
RowEo LIMITED 
Extracr from Consolidated Balance Sheet at June Зо, 
1951 
Stock on hand and work in progress less payments on 
account and piovision for obsolescence and deteriora- 
tion. 
KEMSLEY NEWSPAPERS LIMITED 
Extract from Balance Sheet as at December 31st, 1951 
Stock-in-trade at cost or lower replacement value. 


THe HOME AND COLONIAL STORES LIMITED 
Extract from Consolidated Balance Sheet, January 5th, 
1952 " 


Stock at cost or controlled prices, or at market value if. 


lower. | 
"Гле GENERAL ELECTRIC COMPANY LIMITED 


Extract from Consolidated Balance Sheet, March 318, 


1952 
Stocks cf raw materials and partly or wholly manu- 
factured goods, at the lower of cost or market value, 
less rece:pts on account. 


Conclusion 


I think you will agree that the subject of valuation of 
stock-ir-trade is interminable. 


December 27th,.1952- 


T 
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WEEKLY NOTES 


New Law for Charities 
. In January 1950, the then Prime Minister, Mr Attlee, 
. appointed a committee under the chairmanship of 
Lord Nathan 
‘to consider and report on the changes in the law 
and practice (except as regards taxation) relating to 
charitable trusts in England and Wales which would 
be necessary to enable the maximum benefit to the 
; . community to be derived from them’. 

The report of this committee was published on the 
16th of this month,! and simultaneously an announce- 
ment was made by Mr Churchill, in the form of a 
written parliamentary reply, to the effect that the 
Government had decided to introduce legislation as 
soon as possible dealing with one aspect of the report, 
namely, the validation of imperfect charitable trusts. 
The other aspects were being carefully studied by the 
Government. The report estimates that there are 
something like 110,000 charitable trusts in the 

. country, with assets perhaps in the order of £200 
million. It recommends that there should be public 
registration of these charities and that their annual 

' accounts should be audited by professionally qualified 
auditors. It also recommends a widening in the range 
of permitted investments. The question of validating 
- imperfect charitable trusts is an urgent one because 

of the fact that recent litigation has shown that a 

common form of trust is not in law charitable, so that 

a great many charitable trustees are in danger of 

having to refund money distributed by them. The 
income-tax aspects of the matter were touched on by 
us in a leading article in our issue of December 17th, 

1949. We hope to deal more fully with the general 

aspects next week. | 


wo 
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Plant Maintenance Productivity Report 


The specialist team on plant maintenance which 
visited the United States in the beginning of this 
year under the auspices of the Anglo-American 
Council on Productivity (now the British Productivity 
Council) published its report? last Monday. It notes 
that in this country, budget forecasts for maintenance 
expenditure are less accurate than they could be, 
partly because costs at shop-floor level are not 
measured and charged with sufficient accuracy, and 
partly because of the general failure to provide the 
type and volume of cost data appropriate to-the level 
of management which requires it. In this connexion 
the team recommends that detailed costs should be 
made available to all at management level to the 
extent that these persons are responsible for pro- 
duction and that these costs should first of all be used 
for preparing budgets. 


Dana nO v0 Lo hide er 


1 Report. of the Committee on the Law and Practice relating 
to Charitable Trusts. Cmd. 8710. H.M.S.O. 6s 6d net 
6s xod post free). ' * tr 

? Obtainable, price 2s 6d post free (excluding air mail) from 
me British Productivity Council, 21 Tothill Street, London, 
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No Par Value Shares: Committee of Inquiry 
Mr Henry Strauss, Parliamentary Secretary to the 
Board of Trade, announced on December 18th 
that a committee has been set up under the chairman- 
ship of Mr Montague L. Gedge, Q.C., to consider 
the desirability of permitting the issue of shares of 
no par value. 

The committee’s terms of reference are ‘to consider: 
whether it is desirable to amend the Companies Act, 
1948, so as to permit the issue of shares of no par 
value; and, if so, to consider and report what amend- 
mients in the Act should be made for this purpose, 
having regard to the need for safeguards for investors 
and for the public interest’. 

In addition to Mr Gedge as chairman, there are 
seven members of the Committee, one of whom is 
Mr John Adamson, c.a., a partner in the firm of 
McClelland, Ker & Co, Chartered Accountants, of 
London. Mr Adamson holds a number of director- 
ships, and from 1941-43 was Controller of Fish for 
the Ministry of Food. He was Governor of the 
B.B.C. from January 1947 until last July and for 
many years was chairman of the Association of 
Scottish Chartered Accountants in London. The 
other members of the Committee are Sir Samuel H. 
Brown; Viscount Harcourt; Mr W. B. Beard; 
Mr H. C. Arnold-Forster; Mr E. H. S. Marker; and 
Mr Arthur Whittaker. 

It will be remembered that the question of no par 
value shares was considered by the Cohen Committee 
on Company Law Amendment in 1943 and 1944. 


Mr Cube Wins 


, Mr Justice Harman has dismissed the Crown's 


appeal against the decision of the City of London 

General Commissioners to the effect that the anti- 

nationalization campaign expenses of Tate & Lyle 

Ltd were admissible deductions for tax purposes 

under Rule III (a) of Cases I and II, Schedule D, 

Income Tax Act, 1918. According to The Times of 
December 19th, 1952, his lordship said in a reserved 

judgment, that the question was one of law. The 

expense was a revenue expense and was within the 

e. 
Exit Utility 

With the end of the utility scheme for furniture, 

which came to pass recently, the wartime and post- 

war utility arrangements for various classes of 
goods sold to the public come to an end. 

The scheme as a whole had proved for some time 

a complete failure as a means of raising revenue (all 

grades above utility being subject to tax), but the most 

complicated and one of the most notorious applica- 

tions of its principle, namely in furniture, was kept 

to the end. As in many other cases, its place has been 

taken by а ‘D’ scheme, which puts a graded tax оп. 
furniture without the abrupt change from, the tax- | 
free range to the taxed one. СЯ | 
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REVIEWS 


Law and Practice as to 
Receivers 


Twelfth Edition 


by Raymond Walton, M.A., B.C.L., Barrister- 
at-Law, and A. Wilfred Sarson, A.C.A. 


(Sweet & Maxwell Ltd, London. £2 155 net.) 


‘The most conspicuous of a number of changes in this 
new edition is the addition of about fifty pages 
showing relevant sections of the Law of Property 
Act, 1925, and the Companies Act, 1948, together 
with the relevant rules of the Supreme Court. 

The last chapter, entitled ‘Appointment of a receiver 
out of Court’, in the previous edition, has become 
Part II of the present volume and has been split 
into three chapters. The text on the appointment of a 
receiver over property of a company has been largely 
rewritten and extended by some six pages and now 
constitutes the last chapter. 

These changes have added considerably to the 
utility of the work; nevertheless, even more drastic 
changes would not have been unwelcome, despite 
the editors’ expressed reluctance to sacrifice the high 
authority of the original text. It is sixty years since 
the late Mr Kerr died, and a great deal has happened 
to beth the law and the practice since then. In par- 
ticular, many important cases decided since his death 
receive rather bald and uninformative treatment in 
the book, so as to be of limited help to those who 
have no access to a set of law reports. For instance, 
the summary on page 367 of C.I.R. v. Thompson is 
so abbreviated as to be misleading. 

Further rearrangement is clearly desirable; the 
vexec question of conflict between receiver and 
liquidator is relegated to a chapter headed "Who may 
be appointed’. The participation in editorship of a 
chartered accountant with practical experience as a 
receiver was a good idea but it does not seem to have 
produced any pronounced change in the text. 

These criticisms notwithstanding, Kerr on Receivers 
remains the leading book on its subject. 


Kerr on the 


How the Civil Service Works 
by Bosworth Monck 
(Phoenix House Ltd, London. 25s net.) 
'The Civil Service is roughly the size of the mining 
industry, accounting for about one in thirty of our 
total working population — a large and complex body, 
the working of which this book gives a full and 
factual description. The author has added a provoca- 
tive introduction wherein he sets out his own sugges- 
tions for changes which, he admits, will no doubt 
cause some hands to be raised in horror. 

The book is in two main parts. The first is an 
explanation of the government machine, describing 
recruitment, training and grading of personnel, the 
Civil Service Commission, the role of the Treasury, 


how the Government pays its way, and the relation- 
ship between the Service and the Government. The 
secot.d half describes what the various departments 
do, each being dealt with in turn and the duties and 
responsibilities of each are clearly set out. A useful 
index makes the whole a valuable work of reference 
for information on all matters concerning the Civil 
Service. ~ 
The reader. who is uncertain of his facts, or who 
admits to plain ignorance, will find here an extremely 


| 


Џ 


interesting and informative book; while he who is | 


already informed as to the facts will find food for 
thouzht and argument in the constructive criticism 
and suggestions of the author. 


SHORTER NOTICES "n. 


Sad 


BUILDING SocieTizs Year Book, 1952. (Franey & - 


Co Ltd, London. 24s net.) This comprehensive work 
of reference, which is the official handbook of the 
Building Societies Association, gives details of 825 
building societies in Great Britain, Northern Ireland 
and the Republic of Ireland. Other information 
includes a geographical list of building society offices 
and nctes on building societies in the Commonwealth, 
the United States and in Europe. The Year Book 


shows the amount advanced on mortgage by building : 


societies since the war to be no less than £1,232 
millicn, mainly to home buyers, while the figure 
for 1051 amounted to £268,026,000. 


Hosp-TALs YEAR Book, 1952. Edited by J. F. Milne, 
M.C., 3.8C.(ECON.) (The Institute of Hospital Adminis- 
trators, London. 45s net.) In its scope and contents 
the пау edition, which runs to 1,400 pages, sub- 
stantially follows the line of the preceding edition 
and is a comprehensive collection of directories, 
statistics and information. The hospital directory 
section provides a complete guide to all regional 
hospital boards, boards of governors of teaching 
hospitals, hospital management committees, boards 
of management, and to individual hospitals. Details 
are also given of hospitals outside the National 
Health Service and of Northern Ireland hospitals 
and tuberculosis authorities. Other sections include a 
directory of government departments, local health 


authorizies and other organizations connected with. 


the health services. 


How ro Use Lire Assurance, by G. A. Hankin. 
(Stone and Cox Ltd, London. 8s 6d net.) The 
author's ideas are expressed with an admirable 
simplicity and economy in word and phrase. The 
absence of the hackneyed semi-technical phraseology 
in common use today is commendable. 

The attention paid to a correct and planned 


approach to a prospective assured, as an adviser and. 
consultant, is noted with interest.and this aspect, 


might well have been given even greater emphasis. 
It merits careful consideration and thought. 
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FINANCE AND COMMERCE 


For the Stock Exchange, 1952 has been an eventful 
year. Before markets had recovered to any extent from 
the end-1951 bank rate increase and funding opera- 
tion, interest rates were forced still higher and 
security values reached their lowest points in June. 
Since then there has been slow, limited and hard- 
earned recovery and until there is some more positive 
factor in the situation little change in market con- 
ditions can be expected. 


From Ireland 


Development of company account presentation to its 
present standard in the United Kingdom has been 
the result of example rather than enforcement by 
law. It is no exaggeration to say that the 1948 Com- 
'panies Act was largely the culmination of improve- 
ments voluntarily made during the previous twenty 
years or so. There were many companies whose 
accounts, to use a stock-market term, had already 
discounted the 1948 Act some years beforehand. 

How far we have progressed can well be judged 
from the report and accounts of W. & H. M. Goulding 
Ltd which we reprint this week. The reprint, how- 
ever, is no ‘flashback’ to the dim distant past. These 
are the accounts of the company for the year to June 
goth, 1952, and are dated October 27th, 1952. Lest 
readers may think there must be some supporting 
facts with the figures, we reprint not only the accounts 
but the directors' report as well. 

The clue to the whole affair, of course, is that the 
company's home is in Dublin and, as the auditors’ 
report states, the accounts are ‘in accordance with the 
provisions of the Companies Acts, 1908-24’. The 
whole publication is so obviously inadequate by 
modern standards that we refrain from making any 
particular comment. We can only point out that some 
companies in the Irish Republic have successfully 
adopted the English form of account presentation. It 
is to be hoped that their example will be more widely 
followed. ` 4 

W. & H. M. Goulding's business, we understand, 
is in fertilizers, yet the seed of good example appears 
strangely slow to grow in the company so far as its 
accounts are concerned.. 


ge Barclays (D. C. & O.) 
‘A keen and active body of stockholders can be a 
strength to the companies in which they are inter- 
ested' says Mr Julian S. Crossley, chairman of 
Barclays Bank (Dominion, Colonial and Overseas) 
Ltd. It is to develop keenness and interest among 
the bank's stockholders that the 1952 report intro- 
duces a pictorial element. The pictures this year are 
mainly of new branches oversea and the aim is to 
give stockholders a visual impression of the bank’s 
activities in various parts of the world. 

We agree up to a point with Mr Crossley that 
‘there must always be something to be said in favour 


of any move designed to relieve the drab monotony 
of a chairman’s annual report’, but there is a rider 
or two to be added to such a statement. The first is 
that there is nothing drab or monotonous about the 
Barclays (D. C. & O.) report, which is by far and 
away the most attractively presented banking annu 
report published here. | 

The second is that pictures for ‘visual impression’ 
are one thing, but pictures just for the sake of having 
pictures are very much another. Illustration of the 
Barclays (D. C. & O.) report is very well done, but 
in so many reports pictures seem to have so little 
connexion with the text of the Chairman’s statement 
that they would far better be left out. 


Facts and Figures 


Those local government bodies who may be hesitating 
on the advisability of publishing a more readily 
readable appendix to their annual report might be 
interested in the experience of the City Council of 
Leeds. From the City Treasurer we have received a 
copy of ‘Facts and Figures, 1952’ and in the foreword 
it is stated that “The reception given to previous 
issues — the last being for 1949-50 – leads the Com- 
mittee to feel that the effort entailed in producing the 
booklet is more than justified’. 

The committee in question is, of course, the Finance 
and Parliamentary Committee, who hope to achieve 
two main objects in publishing a statistical appendix 
to their annual report. The first is to provide for 
members of the Council and its officers information 





W. & H. M. GOULDING LTD 


DIRECTORS’ REPORT 
Season 1951-52 


The Directors beg to present to the shareholders thelr elghtieth annual 


report. M 
А £ s 
The Net Profits for the year, after providing for Taxation 
etc. and Including dividends from investments, amount to 35,800 17 1 
To whlch must be added the balance brought forward from 
last year РА de ae T .. his .. 25,271 0 10 
Leaving a balance of  .. T ve ae .. 71,071 18 9 
Interim Dividends on the Preference and Ordinary Stock 
(less Income Tax), at the rate of 53 per cent and 6 per 
cent per annum respectively, were paid for the half- 
year, on December 3ist, 1951 .. EN 25 .. 12,887 10 0 
Leaving for disposal .. aT fe T vs . £58,184 8 9 





The Directors recommend that dividends be paid as follows: 
£ 5 d £ s d 
Final Dividend at the rate of 54 per cent 
per annum (less Income Tax) on the 
. Preference Stock for the half-year 


ended lune 30th. 1952 2 as 3,437 10 0 
Final Dividend at the rare of 6 per cent 

per annum (less Income Tax) on the 

Ordinary Stock for the half-year, chus 

making a total dividend of 6 per cent 

for the year ended June 30th, 1952 .. 9450 0 0 
Depreciation .. 55 МЯ vs 10,000 0 0 
Carried forward to next Account .. 35296 18 9 


£58,184 8 9 





The final dividends as above were paid on July 3151 last. 

Mr МУ, S. Harrington retires by rotation as a Director but offers himself 
for re-election. 

The Auditors, Messrs Atkins, Chirnside & Co (Cork), retire and offer 


themselves for re-election. 
ROBERT NELSON, 
Secretary. 
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W. & H. M. GOULDING LTD 
Statement of Accounts for the Year ended June 30th, 1952 








CAPITAL AND LIABILITIES 





з E $ £ s d £ s 
Authorized Capital 
54 per cent Cum. Preference Stock 125,000 0 0 
Ordinary Stock and Shares . 375000. 0 0 
' £500,000 0 0 
£ s d 
Issued Capital 
54 per cent Cum, Preference Stock 125,000 0 0 
Ordinary Stock .. s š. 315,000 0 0 
440,000 0 0 
43 per cent Débenture Stock 100,000 0 о 
Reserve en iy vs "is 150,000 0 0 
Sundry Creditors and Credit Balances 491,065 17 10 
Profit and Loss Account .. s 58,184 8 9 


£1,239,250 $ 7 





PROPERTY AND ASSETS 


£ s d £ s d 
Buildings, Plant, and Offices, etc., at Dublin, а 
Cork and Waterford, as per last Balance 
Sheet is $4 is А 138,575 0 3 
Less Depreciation written off 10,000 0 0 
128,575 0 3 
Additioas during the Year .. 37215 11 
— 165,790 2 2 
Investments, and Shares in subsidiary Companies, less 
Reserve Ба we ss oa Ру ee m 418,150 10 9 
Stock less Reserve 297,392 15 6 
Sundry Debtors ae và c vs ss x 165,356 8 6 
Cash on hands, at Bankers, and in fixed dated Securities 192,560 9 B 


£1,239,250 6 7 








* 
PROFIT AND LOSS ACCOUNT 





£ с d 

To Final Dividend June 30th, 1951.. 12,887 10 0 
4 Depreciation ie wi a 10,000 0 0 
» Balance carried down 35,271 0 10 
£58,158 IQ 10 

£ s d 

To Interim Dividend paid December 315, 1951 .. 12,887 10 0 
„ Balance Sheet — .. PE ae "s oe 58,184 8 9 
71,071 18 9 











А £ sd 
By Balance from June 30th, 1951 


\ 
£58,158 10 10 





£ s d 
35271 0 10 
35,800 17 11 


£71,071 18.9 


NETS 


By Balance brought down .. ne ка 
., Net Profit for Year, June 30th, 1952 .. 





To the Shareholders of W. & H. M. GOULDING LTD 


BASIL GOULDING] p; 
J. W. MILNE у Directors, 


We hereby certify, in accordance with the provisions of the Companies Acts, 1908-1924, that all our requirements as Auditors have been complied 
with, and we further beg to report that we have audited the above balance sheet, anc in our opinion such balarice sheet Is properly drawn up so as 
to exhibit a true and correct vlew of the state of the company's affalrs, according to tha best of cur information and the explanations given to us, and 
as shown by the books of tha company. The quantities and values of the stock have been certified to us by the manager. 


Dublin, October 27th, 1952. 





regarding the finance and accounts of the Corporation 
in a more convenient form than the Abstract of 
Accounts. The second is to arouse the interest of a 
wider public in the affairs of their city government by 
publishing statistics of a more general nature and 
displaying them in readable style. 

"Both these objectives should be achieved by a 
publication which depends upon plain statement cf 
fact and figure rather than extremes of elaboration or 
" over-simplification. 


Statistical Review 


'The practice of including a statistical review of the 
recent past with company accounts is now being 
widely’ followed. In some cases, however, these 
summaries are little more than a repetition of balance 
sheet figures. A six-year review which avoids this 
pitfall is provided with the accounts of the Aire Wool 
Co Ltd. - 

Apart from the usual income and capital items, 
figures are shown for net working capital, the ratio of 
current assets to current liabilities, the book value of 
the 10s ordinary units and the percentage of the net 
ordinary dividend to the book value of the ordinary 
stock.. On the basis of the July 31st accounts, the 
ordinary units' book value was 59s 6d against a 
market value in the region of 24s. Ordinary dividend 


а. Я 
ATKINS, CHIRNSIDE & CO, Auditors 
(11 South Mall, Cork), 


is 20 per cent, but the net payment, the review 
shows, is only 1°76 per cent on the book value of 
the units. 


Stock Adjustment 


‘Current reports of public companies’, writes 
Lord Barnby in his review with the Aire Wool 


accounts, ‘appear now frequently to record the actual | 


trading profits and show separately the extent to 
which these have needed to be diminished by 
inventory write-down. The methods of ultimate 
presentazion appear to vary so that the final presenta- 
tion of the apparent trading balance can differ sub- 


stantially from the true picture of the year’s operations · 


of profits less losses, such as was the practice habitt- 
ally followed by older generations.’ ‘This’, Lord 
Barnby adds, 'establishes strong support to those 
who urge revision of taxation practices in regard to 
taxation of profits arising from inventory apprecia- 
tion.’ 

Although Aire Wool’s profits fell from £449,591 


to £277,641 the only indication of ‘inventory write- ` 


down’ is in the statement that ‘there has been no 


necessity to encroach on reserves for stock adjust- 


ment purposes”. Аз scourers and combers the group 
was presumably protected from the full rigours of the 
wool price break. Я ЈЕ 
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$ Mortgage: Confirmation of Tenancy 
A. mortgaged his kouse to a building society. The 
deed provided that the mortgagor should not let the 
property without consent. He later let part of the 
house, without consent, to T., retaining the remainder 
' for himself. The following year the society learned of 
the tenancy and aiso of an arrangement whereby 
t their agent L. was to collect the rent and pay the 
| mortgage dues out of the proceeds. Subsequently T. 
' occupied the whole house, and some months after the 
mortgage repayments fell into arrear. 
In an action to recover possession, Danckwerts, I. 
| held that the society's failure to evict 'T. when they 
' first learned of his tenancy did not debar them from 
exercising their right to possession (Re O'Rourke's 
" Estate ((1889) 23, L.R.Ir. сог) applied). (Parker and 


Others о. Braithwaite and Another) (Гало Times, 


„November 14th, 1952)). 


Custodian of Enemy Property: Income Tax 
The Court of Appeal have reversed Devlin, J.’s, 
decision in Bank voor Handel en Scheepfaart v. 
Slatford (sued as Custodian of Enemy Property) and 
Another. The learned judge had held that income 

pa by the Custodian from the investment of 

moneys in his capacity of Custodian was exempt 
i from liability to income-tax, being received for a 
! Crown purpose. 

The Court of Appeal held that the Custodian was 
‘bound to hold. moneys received until given some 
effective direction to apply them and thus the interest 
'of:the appellant bank was in ‘statutory suspense’. It 
twas impossible to say that the moneys were Crown 
income to be applied exclusively to Crown purposes 
‘and thus the income in the shape of profit on the 
purchase and sale of Government ‘securities . was 
subject to income-tax (Law journal, November 
frati 1952). 


Company Winding-up: Rights of Members 
The memorandum of association of a company „рго- 
vided that preference shareholders should receive a 
fixed cumulative preferential dividend of 6 per cent 
and a preferential right in the distribution of assets 
in а winding-up or otherwise. The company was 
further authorized to increase its capital and dispose 
of it with such rights and in such form as it might 
determine by special resolution, subject only to rights 
"5f, existing members. The articles contained no 
limitation as to rights. of existing members. 

' In 1906, the company created second preference 
rapital ranking for dividend after the first preference 

d carrying a preferential right to assets in a 

inding-up or otherwise. 

Wynn-Parry, J., held that the articles could be 

ferred to only to explain the- memorandum if the 

tter was silent or ambiguous; the words ‘or other- 

ise’ in the memorandum could refer only.to a 


redemption of capital and thus the rights of the first 
preference shareholders were exhaustive. Therefore, 
the first preference shareholders had no further rights 
after receiving their paid-up capital (or the capital 
which ought to have been paid up 

The learned judge held further that the rights of 
the second preference holders were contained in the 
resolution creating their stock in 1906, and were 
exhaustive, and so no regard could be had to the 
article. Thus, in a winding-up, the surplus assets 
should be distributed among the ordinary stock- 
holders (Re Duncan Gilmour & Co Ltd; the Company 
v. Inman and Others) (Law Times, November 21st, 
1952). 
: Easement: Prescriptive User 
А servient tenement, a farm, had been in the occupa- 
tion of a succession of tenants since 1890. It was 
bought by the defendant in Davies v. Du Paver (Law 
Times, November 28th, 1952), who proceeded to 
build a fence around it. This brought a protest from 
the plaintiff who asserted that he had a right to graze 
his sheep on part of the land, as a result of user 
lasting for sixty years or more. He protested on several 
occasions, but not between August oth, 1950, when 
the fencing was completed, and September 27th, 
1951, when he issued a summons. 

The Court of Appeal (Singleton, L.J. dissenting) | 
held that the question whether the plaintiff had 
acquiesced in or submitted to the interruption of his 
enjoyment of the user for more than one year within 
the meaning of Section 1 of the Prescription Act, 
1832, was one of fact; that failure to protest during 
the year in question was not conclusive evidence of 
acquiescence or submission and thus the county 
court finding that there had been no interruption 
should not be disturbed. There was no evidence 
that the defendant knew of the user, which could 
not, therefore, be of right. Thus the appeal failed, 
both at common law and under the Act. 


Preference Shareholders: Rights 

The Times for December 11th, 1952, reports the 
judgment of Wynn Parry, J., in Godfrey Phillips Ltd. 
v. Investment Trust Corp. Lid and Others. The 
question arose from the decision in Friends Provident 
& Century Life Office v. Investment Trust Corp. 
([1951] W.N. 476 (H.L.)) in which it was held that 
holders of 'B' cumulative preference shares of 
Godfrey Phillips Ltd had, on a true interpretation of 
the company's articles, been underpaid for a number 
of years, the defendants being members of the com- 
pany. The company now sought the view of the 
Court as to the date from which the underpayment 
began and whether the balance should be paid to 
ee shareholders registered at the dates when the 
short payments were made or wholly to those 
registered since. 

The learned judge pointed out that there-was no 
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debt until the dividend was declared. Thus а debt 
was created in favour of each ‘B’ shareholder when- 
ever a dividend was declared, but in respect of the 
‘short fall’? no debt was created. The continued exist- 
ence of the shareholders’ rights was not affected by 
failure to give full effect to them. Therefore, the 
holders could claim priority for the short fall from 
October 1939 before any further distribution was 
made. His lordship held that there had been no 
laches or acquiescence on the part of the shareholders. 


Sale of Land: Specific Performance 
To prevent a wood falling into the hands of timber 
merchants, A. and B., adjoining owners, orally 
agreed through their agents that one should bid at 
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the auction, and the other refrain, on the under- 
standing that the purchaser would convey certain 
portions of the purchased property to the other at a 
price to be decided according to an agreed formula, 
but which was not exactly fixed. B. failed to convey 
to A. and in the action brought by him did not rely 
on Зеслоп 50 of the Law of Property Act, 1925. 

Harman, J., held that specific performance could 
not be ordered, as the terms of the contract were too 
uncertain; but B. must, be deemed to hold the 
properzy, for which his agent had been authorized to 
bid, jointly for himself and A., and failing agreement, 
the property must be resold and the proceeds 
divided equally between them (Pallant v. Morgan) 
(Law Times, November 28th, 1952). 


CORRESPONDENCE 


Letters must be authenticated by the name ard address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Social Implications of the Accountant’s Role 


Sır, – The past few years have seen considerable 
changes in the function of the accountant. Whereas 
he was once an historian and rather proud of it, it 
is recognized that he has now, having passed through 
the evolutionary state of being a vendor of news, 
become a forecaster. 

The next stage, obviously, is that he shall be a 
planner and Mr F. T. Hunter, A.C.A., A.C.W.A., in 
his paper on 'Social implications of the accountant's 
role’, in your issue of December 13th, 1952, is of 
the opinion that fields fairer than the Elysian and 
surely more lucrative now, tempt the eager quest of 
the embryo accountant. 

He will also be the man who should consider znd 
recommend the salary grades into which the various 
industrial staff responsibilities will fall. May not the 
young accountant employed by an industrial organi- 
zation look forward with some personal satisfaction 
to the time when he may remedy 'glaring anomalies 
in status and salaries with some people receiving too 
much and some too little’? 

Yours faithfully, 

Braintree, Essex. T. H. PRATT, a.c.w.a. 


Bank Charges and Interest 


Sir, - Misapprehension exists on this subject, and 
the reasoning of Mr Wells in his letter publishec in 
your December 13th issue is hard to understand. 

A bank invests its deposits in fairly constant ratios 
of liquidity, which briefly are ro per cent in cash 
producing no return, the remainder being divided 
roughly equally between liquid assets such as bills, 
producing about 2} per cent per annum, less liquid 
. assets such as investments yielding about 31 per 
cent per annum and advances yielding about 54 per 
cent, producing an average return of 34 per cent per 
annum. As bank rates rose only within the last 
thirteen months, this return was previously lower. 

. A study of bank profit and loss accounts show that 


profits average o-15 per cent to 0:25 per cent of total 
deposi:s; thus total running costs must be near 3 per 
cent cf deposits and could easily exceed şs per 
booking entry. 

The cost of booking entries taken alone, i.e. 
salaries of machine operators, controllers, checkers, 
receiving and paying cashiers, messengers and walks 
clerks, together with depreciation of accounting 
machines, stationery, office space, lighting, heating, 
power and rates, etc., necessary for carrying out these 
operations, will be about 9d to 1s an entry. This does 
not include the costs incurred in the remunerative 
employment of the deposits, nor the varied un- 
remunerative services a bank performs, of which not 
the least is the large part it plays in carrying out the 
Goverament's. directions regarding exchange control, 
and similar matters. ў ' 

Therefore, if a customer draws 200 cheques and 
pays in 5o credits annually, the booking costs alone 
could amount to, say, £10 per annum. The deposit( 
invested by the bank to produce this sum at 34 perj 
cent would be £320, i.e. if the customer did no 
maintzin an average balance of £320 in this case, his} 
account would not pay even for booking entries; 
apart From the costs of employment of the balance,, 
unless a commission was charged. A smaller customer 
drawing, say, 50 cheques and paying in 20 credits; 
annually would thus cost about £3 per annum or! 
booking entries only, the minimum average balance 
required to cover this cost being about {100. 

It will be realized that the most remuneratiye’ 
accounts are those with the highest average balances' 
and lowest administrative costs. Moreover, your: 
correspondents not actively engaged in banking 
would be surprised to know the high proportion o^ 
small accounts a bank conducts at a loss, and аге 
therefore subsidized by the profit derived from thi 
larger accounts. 





Yours faithfully, 
Thames Ditton, Surrey. D. L. HUMBY. 
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THE CHARTERED ACCOUNTANT STUDENTS’ 
SOCIETY OF LONDON 


NEW LIBRARY AND STUDY ROOM 





A photograph taken during the reception held on December oth to mark the opening of the Society's new premises at 111 Moorgate, EC2. Mr S. H. 
Gillett, M.C., F.C.A., President of the Society, is second from the right, with three of the Vice-Presidents (left to right): Mr Brian O'D. Manning, 
D.L., J.P., F.C.A.; Sir Russell Kettle, F.C.4., and Sir Harold M. Barton, F.C.A. 





other informal photograph showing those officers, and members of the committee, of the Society who were present at the reception, (Left to right): 
ssrs B. D, Barton, B.A., A.C.4.; B. Arnold; V. F. Berry, A.C.4.; L. M. Kershaw; J. M. Watson, A.C.A. (Chairman of the Committee); J. Price; 

· F. Crowther, A.C.4.; М, A. Linsley; J. L. Wells; R. J. Carter, B.COM., F.C.A. (Secretary of the Society); N. J. Scott; G. F. Bacon (Vice-Chairman) 
4 D. A. Clarke, LL.B., Е.С.А. (Hon. Treasurer of the Society). 
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The sixty-seventh meeting of the Taxation and 
Research Committee was held at the Institute on 
Thursday, December 11th, 1952, at 2 p.m. 


Present: Mr G. G. G. Goult (in the chair); Messrs 
T. Fleming Birch, R. P. Brown, J. B. Burnie, W. G. 
Campbell, P. F. Carpenter, F. Carruthers, J. Cartner, 
R. M. Chapman, T.D., D. A. Clarke, J. Clayton, R. W. Cox, 
E. H. Davison, W. G. Densem, R. B. Dixon, S. Dixon, 
F. J. Eves, W. W. Fea, E. S. Foden, F. M. Gilliat, G. S. 
Hamilton, E. A. Harris, J. Latham, с.в.в., Е. N. Macdonald, 
D.F.C., J. H. Mann, M.B.E., J. W. G. Mitchell, G. P. Morgan- 
Jones, H. Norris, А. H. Proud, P. M. Rees, м.с., P. V. 
Roberts, C. N. Storey, G. L. C. Touche, C. P. Turner, 
R. Walton and G. H. Yarnell, with an Assistant Secretary 
of the Institute and Mr K. H. Saunderson, Assistant to the 
'Taxation and Research Committee. 


'The President of the Institute, Mr T. B. Robson, 
M.B.E., M.A., attended at the opening of the meeting. 
In introducing the President, the Chairman, Mr Goult, 
said: 

*At the commencement of this, our eleventh year and 
sixty-seventh meeting, it is my privilege and pleasure to 
welcome our President. He needs no introduction because 


he is an illustrious member of a very eminent firm from . 


within our profession. I have, during my ten years on this 
committee, met Mr Robson on many occasions at meetings 
of the joint representatives and the Parliamentary and Law 
Committee, and you grow to appreciate that he exemplifies 
and adds to the reputation of our profession by a great 
capacity for hard work coupled with great clarity of thought 
and lucid expression. 

‘It is because Mr Robson sets such a high personal 
standard that I want briefly to put to you one thought on 
the work of this committee and it is this. A profession 
such as our’s survives and maintains its place only if it has a 
reputation for being alive, knowledgeable and faithful as to 
its standards of work and thought. We are today perhaps a 
harassed profession; harassed because the calls for our 
services and advice cover a wide and complicated field, 
both from a legal and an efficiency standpoint. 

“This committee commenced in a very modest way with 
memoranda about such matters as the treatment of tax 
reserve certificates and it has gone a long way since. I hope 
that the flow of literature from this committee will continue, 
as I am sure that it can help to maintain and improve our 
standards,’ 

SPEECH BY THE 
PRESIDENT OF THE INSTITUTE 


The President then addressed the meeting: 


‘I give you all my warmest thanks for the kindly way in 
which you have received me. 

‘It is a particular pleasure for me to meet so many of those 
who do the hard work behind the scenes in your committee 
and, more especially, in its sub-committees. This work has 
been of immense value to the Institute, to the accountancy 
profession as a whole and to the business world which our 
profession serves. 

‘One reason for my pleasure is that much of the results 
of your labours has gone before the committee of the joint 
representatives of the Parliamentary and Law Committee 
of the Council and of the Taxation and Research Com- 
mittee. I have been a member of this joint committee for 
many years and am, therefore, in a position to appreciate 
something of your committee’s massive contribution to the 
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work and standing of the Institute. It is deserving of 
highest praise and has the warmest thanks of the Counci 
which thanks go also to the regional Taxation and Researc 
Committees of the district societies. 


Institute Publications 


‘Not everyone realizes the care and time required before 
document is released for publication by the Council. It hi 
to pass through various stages of inquiry and prelimina 
drafting, revision and amendment by successive sub-com 
mittees and committees, and then has, finally, to pass thr 
tests applied by the Council. 

‘Before the Council will release a recommendation fo 
publication, the Council must be satisfied first that an over- 
whelming majority of the Council approves of the substance 
of its contents, second, that it deals with a subject on which 
there is a real and widespread need for an announcement, 
and, third, that the document is reasonably short and 
concise in form. The Council considers that members of 
our profession are so burdened with paper today that they _ 
should not be troubled avoidably by more paper or by more _ 
verbiage than are essential. Џ 

‘The best tribute that can be paid to the work of your | 
committee is the series of important documents which have - 
emerged from its hands, have passed these tests and have , 
become, with or without amendment, Institute publications. 4 




























Heavy Burden of Membership 


‘Effective membership of your committee and its sub- | 
committees demands great sacrifice of time. Not every ` 
accountant in practice nor every accountant in industry can , 
spare the time required. Those who participated in drafting 
the evidence for the Royal Commission on Taxation wil 
understand what I mean; but it is equally true, in one 
degree or another, of virtually every document which has 
been issued. Those who have to get down to the hard work 
of drafting may put in hours of work and hardly recognize 
their own child by the time their own sub-committee or a 
later stage committee has dealt with the draft. I have suffered 
from this sort of thing myself, and all I can say is that it is a 
good test of character for all of us and an excellent training 
if one chooses to learn from the experience. ning 

‘Perhaps the industrial members find it more difficult to 
find time for all that is involved by membership of yo 
committee than do the practising members. We are, there 
fore, all the more indebted to those who have managed to 
stay the course and have helped the Institute so much by 
bringing to bear on its problems the eye of industria 
experience, which is so valuable in ensuring that the 
practical business man's point of view has proper considera- 
tion. To them and to the directors of the companies whose 
co-operation has made their continued presence possible 
I would like to express our warmest thanks. 

*By these remarks I did not mean any lack of gratitude to 
the practising members who have also done so much and 
comprise about 60 per cent of the committee's membership. 
Nor do I forget the specially heavy burdens which fal 
upon those members (both practising and industrial) who 
have to travel long distances from the provinces in order te 
attend the meetings and, therefore, have to find additiona 
time for their labours on behalf of the Institute. "Тһе 
comprise about 60 per cent of your membership. 


All Points of View 


‘It is essential for the Institute to take account of all poir 
of view, provincial and metropolitan, rural and urba 
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hdustrialP commercial and financial, practising and non- 
ractising. I hope and believe that the Taxation and 
| Research € Committee and its sub-committees, in conjunction 
» with similar committees in the district societies and the 
dommittees of the Council, as well as the Council itself, do 
шу achieve this purpose. . 


] Chairmanship 


‘With all the welter of talent and effort which has been put 
"into your work it would perhaps be invidious to mention 
names. I feel sure, however, that you will expect me to 

"mention Mr Fea, who has just retired from the chair of 
your committee, Mr Goult, who succeeds him as chairman, 
and Mr Wilkinson, your indefatigable and capable secretary 
and master draftsman. 

‘Mr Fea is one of those engaged in industry who has yet 

.' found time to guide your main committee and, as ап 

ex officio member of all sub-committees during his chair- 
mansbip, to put in an amazing record of service for you 
and for the Institute. We are all greatly indebted to him. 

"Yo Mr Goult.I would extend a warm welcome in his 
new responsibilities. He has already put in ten years’ hard 
labour in the service of your committee, but I trust that he 
hes not found it in any sense a penal servitude. His summer 

"course paper in 1949 on “‘Stock-in-trade and the auditor” 
is a most valuable document to every member, practising 
and non-practising, of the profession. I extend my best 
wishes to Mr Goult for the success of his period of service 
in the chair.’ 


v 


Management Accounting 
‘After paying tribute to the work of Mr Wilkinson 
and of Mr К. H. Saunderson, A.C.A., Assistant to the 
Taxation and Research Committee, the President 


-referred to matters under consideration by the com- 


fi mittee, and he concluded: 
_ “You have also entered the important and wide field of 
«management accounting and have recognized its significance 
iby constituting a standing committee for the purpose. There 
is no sign of flagging or failing i in your committee; on the 
i 
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contrary, it goes forward from strength to strength. In that ` 
progress I wish you well’ Е 
The Chairman proposed a vote of thanks to the 
President, which was carried with acclamation. The 
President then left the meeting. ` 


Mr W. W. Fea 


A hearty vote of thanks was accorded to Mr W. W. Fea 
for his services as Chairman during the year 1951-52. 


Membership 


It was agreed that letters of appreciation of their 
services be sent to the following, who retired from 
membership of the committee on September 3oth, 
1952: Mr K. Johnson (Leicester), 1947-52; Mr 'T. P. 
Nicholls (Co-opted), 1946—52; and Mr A. Whittaker 
(Northern), 1950-52. 


Standing Sub-Committees 


Reports from the following standing sub-committees 
were received: 
General Advisory Sub-Committee (including pro- 
gress reports by four drafting sub-committees). 
Management Accounting Sub-Committee (including 
progress reports by two drafting н 
Taxation Sub-Committee. 


GA 


Ad hoc Sub-Committees 
Reports were received from two special sub-committees. 


Future Meetings ` 
The following dates wére provisionally arranged for 
meetings during .1953: Thursday, March roth; 
Thursday, April 16th; Thursday, June 18th; Thursday, 
September 17th; Thursday, October 1 sth; S 
December roth. 


| МОТЕЅ AND NOTICES 


» The Accountant 


InpEx TO VoL. CXXVII: JULY-DECEMBER 1952 
dd general index to this volume — July to December 
751952, Vol CXXVII- will be published with the 
сбтвЕ part of the next volume, dated January 3rd; 1953. 
his parts of this volume should therefore not be sent 
hor binding until the index has been added to them. 


j 
Personal 
Messrs Wueawitt & Supworry, Chartered 
* Aceountants, of Leeds, Huddersfield and London, 
\ announce the removal of their Leeds offices on 
December 18th, from Wade Lane and Greek Street, 
“to, 19 Cavendish Road, Leeds, x. Telephone Leeds 


. 3458123. 





2 56 VICTORIA STREET, LONDON, S.W.! 


JOHN FOORD & COMPANY 
| VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, Etc. 


Obituary . 
JOHN HERBERT GITTENS, F.C.A. 


We have learned with regret of the death on December 
7th, at the age of 64, of Mr John Herbert Gittens, 


. Е.С.А., senior partner in the firm of Herbert Gittens & 


Coates, Chartered Accountants, of Richmond, Surrey. 

Mr .Gittens was admitted an Associate of the. 
Institute in 1912 and -was elected a Fellow in 1939. 
During the First World War he served in the. Royal 
Naval Reserve as an interpreter at Cherbourg, being 
mentioned in dispatches. In 1919 he commenced 
in practice at Richmond. 

A founder member and past-president of the 
Richmond Rotary Club, Mr Gittens in the later years 
of his life became a member of the Society of Friends, 





Telephone: Victoria 2002 (3 lines) 
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and held the offices of treasurer and died clerk to 
the Esher meeting. | sd. 
Professional Note 


Mr Frank Charlton, F.c.a., Р.С.1.5., a member of the 
council of the Chamber of Shipping of the United 
Kingdom, has been appointed an additional member 
of the Dollar Exports Council. Mr Charlton is 
deputy chairman of Furness, Withy & Co Ltd and 
the Pacific Steam Navigation Co, and is a director 
of many other companies including the Cunard 
Steamship Co Ltd, Royal Mail Lines Ltd, and 
Shaw Savill and Albion Co Ltd. The Dollar Exports 


Council has not previously had a member repre-: 


senting United Kingdom shipping interests. 


In Parliament 
‘TAXATION AND PENSIONS: REPORT 
Mr EnnOLL asked the Chancellor of the Exchequer 
when he expects to receive the report of the No. 2 
Tucker Committee on Taxation and Pensions. 

. Mr R. A. BUTLER: I understand that the report is 
now being drafted, but I am still unable to say 
when I shall receive it. ® 

Hansard, Dec. 16th, 1952. Written Answers. Col. 156. 


The Institute of Chartered Accountants 
of Scotland 
~ OFFICIAL DIRECTORY, 1952 
The second official directory of. members to be 
published since the formation of The Institute of 
Chartered Accountants of Scotland has now appeared. 
This year-book, which extends to 588 pages, contains 
an alphabetical list of members and geographical 
lists of members in Scotland, the United Kingdom 
(other than Scotland) and abroad. A summary gives 
the total membership at September 18th, 1952, as 


5,248, and shows that.in Scotland there are 2,786 - 


members, of whom 1,026 are in practice. In the rest 
of the United Kingdom there are 1,710 members 
with 274 in practite, while members oversea number 
938, of whom 229 are in practice. 


The Accountants’ Diaries 

Messrs Gee & Co (Publishers) Ltd ask us to call 
attention to an error, which is much regretted, on 
page 52 of the Desk Diaries and page 144 of the 
Pocket Diaries. The rate of income-tax for indi- 
viduals on the next £150 of taxable income, after the 
first {100 at 35, is 5s 6d and not 5s as stated in the 
diaries. 
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Union of Chartered Accountant p 

Students’ Societies ; = 
The annual conference of the Union of Сћанегё: 
Accountant Students’ Societies was held at thy: 
Institute on December 12th and 13th. Fifty-seves_ 
delegates took part, representing twenty-two students? 
societies. The subjects discussed included: nor. 
payment of students' society subscriptions; statistic’ . 
of examination results; discussions with members € 
the Council by the Liaison Committee; ability 6 
lecturers and names to be included in'the Unic: 
panel of lecturers; students’ societies’ relations wiy, 
the Préss; the Union essay competitions; a scher: 
for students’ societies’ mutual assistance for wide · 
education of members; methods of organizing lectus 
courses; an accountancy school as an improvement i: 
the education of future members of the Institut? 
the dates of the Institute's examinations in relati: 
to the period of articles; the- difficulties arising. frd. 
late notification of examination results; provinc: 
centres for the Institute's Bae and te 
taxation of students’ societies. 

The conference received the report. of its лаб, 
Committee on their meeting with members of ti 
Council of the Institute, and reappointed the Cory: 
mittee, to be available for further discussions wit 
members of the Council, ofi matters affecting articli 
clerks which might usefully be considered. 

At гп informal dinner after the conference, give 
by the London Students’ Society, at which Mr W. ~ 
Campbell, B.A., Е.С.А., a member of the Council t; 
the Institute, and Mr C. H. S. Loveday, A.C.A., 
Assistant Secretary of the Institute, were 4 | 
valuable opportunities were provided for personal cc:. 
tact and the exchange of experience between delegat; 

ГА 
The Chartered Accountant Students’ 
Society of London 
Косву FooTBALL 


The Chartered Accountant Students’ Society - 
London beat the Incorporated Accountant Studei. ” 
Society by 4 goals.and a try (23 points) to nil . 
rugby football on December 11th at the Esr, 
R.F.C. ground. The Incorporated students had » 
advantage of a heavier and more balanced scrum, ir 
their outsides^were unable to penetrate the sou: 
defence of the Chartered backs. 

In the first half Liridblom, for the Chatte“ 
students, scored two tries and on another occas: 
broke through the defence and passed to McNa- 
who scored; Day converted two of the tries. In; 
second half a further ten points were added, with: 6 
from Day and Forbes, both being converted by i 
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